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When a company calls Daewoo, | 
there are 70,000 reasons why. 4 





Get to know the people at 
Daewoo, and you'll see 

the reasons more and 

more companies are calling the 
company few had even heard of. 


You'll see the exceptional dedication and energy 
that's brought Daewoo over $3 billion in sales 
in just 16 years. 


You'll also discover the talent and innovation that 

have allowed us to expand into dozens of 
new fields, making Daewoo one of 
the largest, most diverse 
multinational companies in the 
world. From shipbuilding to 
textiles, our global operations are 
growing more successful each year. 

фршетеват ott 


енот m-— And you'll find insight and 
еллы > foresight, two more reasons our 
well-trained people have been able to 
earn and keep the trust of an impressive 
list of prominent companies. The kind 
that demand a lot from their partners. 


The fact is, people are Daewoo's greatest resource. 
So the next time you need good partners, no matter 
what your project or problem, look for good people. 


There are 70,000 of them at Daewoo. 


KP 2967 


C.P.O. Box 2810, 8269 Seoul, Korea 
Tix.: DAEWOO K23341—5 


LETTERS 


Unsolved mysteries 


Philippine Minister of Information Gre- 
gorio Cendana promises that the “inquiry 
being initiated by an independent com- 
mission of jurists” [REVIEW, Sept. 15] will 
come up with the truth behind the assassi- 
nation of opposition leader Benigno 
Aquino. 

President Ferdinand Marcos promised, 
in 1971, to track down those responsible 
for tossing hand grenades into an opposi- 
tion party rally at Plaza Miranda. Nothing 
ever came of that. He pledged to track 
down the killers of Congressman Floro 
Crisologo. No one was ever arrested. He 
promised to identify and punish the mur- 
derers involved in the “Jabidah” massacre 
on Corregidor island. Nothing ever came 
of that. 

When the Associated Press newsagency 
ran a story about the murder of an obscure 
shoemaker, Marcos promised also to 
probe that case. Nothing came out (except 
the agency's correspondent, Arnold Zeit- 
lin, was expelled and the officer in charge 
of the soldiers said to be involved in the 
case was promoted). Marcos swore his 
men would track down the gunmen who 
tried to assassinate former vice-president 
Emmanuel Pelaez who had criticised cor- 
ruption inthe multi-million-dollar coconut 
industry. Nothing ever came of that. After 
Pope John Paul II spoke in Bacolod City 
in defence of Roman Catholic lay work- 
ers, Marcos promised to track down the 
killers of these workers. Nothing came of 
that 

Now, we have a similar pledge to give 
justice to Aquino and his famly. Yet if this 
factual recitation of the historical record is 
any indication, the commission of jurists 
could well find Aquino guilty of his own 





death — for exercising his right to go 
home. 
New Delhi D. SILAMART 


Many thanks for your five-page (and four- 
article) coverage on the Aquino tragedy 
[REviEW, Sept. 1]. To the “eight vital 
questions which must be answered to 
erase national and international doubts 
over Aquino's death," let me add another 
which was strangely overlooked by your 
otherwise perceptive writers. W hy was 
Aquino's assassin immediately shot to 
death by the military? 

Or as one Manila columnist more poin- 
tedly wrote: “As Galman lay dead or 
dying on the tarmac, why did an Avsecom 
soldier return to finish him off with a burst 
from his Armalite when security forces are 
trained to take assassins alive so [that they 
can reveal their] co-conspirators?" 

Naga City. Philippines FRED G. PARPAN 


A shot rang out on August 21, 1983, and a 
part of every freedom-loving human being 
died on that day — a day of cruelty, 
shame and outrage that will surely alter 
he course of Philippine history. 

Aquino gave up his life for liberty and 
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the rights of тап so that we Filipinos 
might dive. The sea of humanity that ex- 
pressed its tribute is a guarantee that he 
has earned the nation’s eternal gratitude 
and shall forever be etched in the pages of 
time as one of our greatest heroes. 

Manila RAFAEL M. ALUNAN 


In Greek tragedy, death becomes both the 
punishment of the aggressor and the re- 
ward of his victim. Aquino’s death, not 
economics, may very well be the Achilles 
heel of Marcos. 
Manila 


Diggers and dogmatism 
In his review of Australia’s Vietnam 
[REVIEW, Sept. 15], Greg Lockhart has 
been unfairly dogmatic about the attitude 
of Australian troops and their leaders. 
There certainly was a barbed-wire fence 
around the task force base at Nui Dat — 
what army does not establish a secure 
perimeter for itself? The lack of contact 
with the Vietnamese, especially the 
“friendlies,” had a similar and thoroughly 
practical basis. 

It took the American forces a lethally 
long time to understand why the Vietcong 
could drop mortars with uncanny accuracy 
into so many base camps — the laundres- 
ses and other Vietnamese employed as 
domestic servants for the troops had, of 
course, paced out the range! 

The Australians had a professional re- 
spect for the ability of the military opposi- 
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tion they faced in Phuoc Tuy province, 
especially the D445 battalion. That re- 
spect was based on field experience and 
contemporary intelligence. I don't know 
about Lockhart, but if someone is firing an 
AK47 at me, I am more likely to be con- 
cerned about his ammunition supplies 
than impressed by his unit's long and hon- 
ourable history. 

One of the strongest impressions I re- 
tain from a year (1966-67) at Nui Dat as a 
reporter is that the Diggers did not share 
their allies' obsession with body counts as 
an accurate way to measure military suc- 
cess. 

This was not due to any lack of en- 
thusiasm. I clearly recall a certain Austra- 
lian battalion commander explaining, al- 
most wistfully, how he wanted to take “his 
boys" up to the demilitarised zone and, as 
he put it, “blood 'em a bit." 

I am distressed to read that “Australia’s 
overall role in the Vietnam War was insig- 
nificant.” Lockhart should beware of 
meeting the sort of Ugly Aussie so often 
found singing Waltzing Matilda in Asian 
bars. He could easily find himself in an on- 
going punch-up situation. 
Hongkong 


Jungle bungle 

Your article, Law of the jungle [REVIEW, 
Aug. 25], interprets the difference or lack 
of difference between the abolished Presi- 
dential Commitment Order and its succes- 
sor, the Preventive Detention Action, 
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“At last. Sydney has 
a hotel that makes you feel 


important 
from the moment 
you arrive.” 





RSD075CL. 


The Regent of Sydney now 
rises into the skyline to 
overlook the Opera House 
and the Harbour Bridge. 
A truly magnificent 
location for Sydney's finest 
international hotel. 

In the lobby, polished 
granite floors lead to a 
grand staircase. Above, the 
largest guest rooms in 
downtown Sydney and 
some of the city's best 
restaurants await you. 

The Regent of Sydney is, 
down to the last detail, a 
hotel for perfectionists. 


the 
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SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
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Nison Computer Co. Ltd. Tel : 3674155 
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SINGAPORE 
Computer Centre Pte Ltd. Tel :2932630 
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DTS Singapore Pte Ltd. Tel : 2788566 
Microage Computer Systems Tel :2949329/2964168 
Pte Ltd 
Singapore Computer Systems Tel : 7752477 
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AVS Electronics Pre Led. Tel : 2967211 
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Ю.Е. Electronic Engineering Co., Те! : 414179, 481889 
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M/s MicroMedia (M) Sdn. Bhd Tel : 432396 
Kuala Lumpur 

M/s Office Computer Sdn. Bhd. Tel : 764377 
Selangor 

Systematic Business Computers Tel : 322636 
Selangor 

M/s Jurudata Sdn. Bhd. Selangor Tel : 472033 

M/s Кай: Computer Sdn. Bhd. Tel : 788525 
Petaling Jaya 

M/s Microland (M) Sdn. Bhd. Tel : 787319, 788852 
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M/s Dass Computers Sdn. Bhd Tel :314352 
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PHILIPPINES 
Abenson Tel: 700602 
Computerland Philippines Inc Tel: 8180175 
Distributed Processing Systems Inc. Tel: 855713 
Microplus Technologies Inc Tel: 7212801 
Personal Computer Specialists Tel: 865001 
Inc 
Superbyte Computer Systems Inc Tel: 401467 
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INDONESIA 
С.У. Jakarta Office Equipment Tel: 355225 
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Computerland Jakarta. Jakarta Tel: 342031 
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Yung Foong Universal Inc Tel : 7813101 
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The most personal computer. 





OCTOBER 6, 1983 e FAR EASTERN ECONOMIC REVIE 





If your job calls for a lot on pen-pushing and complex figuring, we've 
got good news for you. 

An Apple Ш personal computer can take all that tedious handwork off 
your mind. 

Before Apple, forecasting and budgeting involved endless hours with 
pens, pencils and calculator. Vital information was stored in paper files and 
stuffed in drawers. Finding it was an adventure. And letters and reports 
were painstakingly typed, edited and then corrected by hand. 

But then Apple invented the personal computer. Suddenly all these 
time-consuming tasks took minutes instead of hours. Managers now had a 
powerful new desk-top tool which made them far more effective—and gave 
them time to think and plan. 

With programs like VisiCalc* 
you can now forecast or budget 
in minutes on your Apple III, 
and then quickly print results in charts and graphs. 
Mail List Manager stores up to 30,000 names and 
addresses—and locates them instantly. Even memos 
or memoirs become effortless with word processing 
programs like Apple Writer. 

With more programs available for the Apple 
than any other personal computer, it’s no 
wonder there are over a million Apples 
in use around the world. 

Throughout the Far East we're 
standing by with full service and training 
support. So contact an Authorized Apple 
Dealer and let him show you how an 
Apple can help you do your job faster, better 
and more effectively. 

It may be one of the last times you ever use a pen. 
















The most personal computer. 


ГИ 
appie 


For more information contact your nearest authorized Apple dealer listed on the adjoining page, 
от contact Apple Computer Inc., 20525 Mariani Avenue, Cupertino, Califomia 95014 U.S.A., TLX 171-576. 


* VisiCalc is a registered trademark of VisiCorp 
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in a way that is both interesting and 
intelligent. I myself found it quite ob- 
jective for a journal like yours which is 
highly critical of what is happening in the 
Philippines. By itself, it would not have 
evoked this letter. 

The basic hostility of your publication 
is, however, revealed by the title you gave 
the article. I look in vain for a connection 
between text and heading. There is none, 
except perhaps an incurable animosity 
that is aroused every time some good or 
hopeful thing is done by the government 
of President Ferdinand Marcos. 

Manila E. AGUILAR CRUZ 


e Ambassador Cruz might have looked 
more carefully at the headline, which was 
in fact Law of the juggle. 


Two more wars 


David Bonavia's interesting article on 
Russia's robber barons [REVIEW, Sept. 
22] is incorrect in one respect. He writes of 
Russia having been invaded three times 
from Europe in the past 171 years. Not so. 
He should add two more occasions to his 
list — the Crimean War of 1854-56 and the 
War of Intervention of 1918-20. There is 
perhaps something to be learned from one 
of the two instances omitted. The Cri- 
mean invasion by British and French 
forces in 1854 was the only invasion with 
essentially limited strategic aims: it struck, 
amid deplorable muddle and confusion, at 
a defined target on the periphery of Rus- 
sia, rather than at thaé country's heart; 
and, of the five invasions cited, it was the 
only one to succeed. 

Hongkong C. E. LEEKS 


The middle of nowhere 


In deriding Jeffrey Segal's article on the 
Mamut copper mine in Sabah, ‘WKK?’ of 
Kuching [Letters, REVIEW, Aug. 11] re- 
sorts to some rather disturbing over- 
simplifications and shows a lack of sen- 
sitivity to the environment. 

First, his implication that the new "steel 
and concrete" Ranau owes its develop- 
ment to the Mamut mine is stretching the 
case. Whether the old Ranau was nothing 
more than *two rows of miserable unclean 
looking wooden huts" is arguable, but cer- 
tainly the new town would have been con- 
structed regardless of the mine's exis- 
tence. Furthermore, Ranau is far from 
being a boom town. It has no major 
economic activities and remains a lower- 
rank administrative centre. 

Secondly, the new road from Kota 
Kinabalu to Ranau was not improved 
solely to serve the copper mine. Many miles 
of the road from Ranau to the actual mine 
site remain a dirt track. 

Thirdly, the employment boom is а 


'short-term one, and Segal's article clearly 


showed the lack of spin-off industries and 
any other linkages one would expect. 
Also, there will be no financial benefits 
once the royalties tap runs dry in about 
eight years. 

The case of an "international-class" 
hotel is cited as an example of indirect 
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Service from the heart 
-a part of our tradition 





This ancient stone carving — a relic from 
Indonesia's picturesque past — depicts a scene from the 
country's rich and dramatic folklore. It shows the simple 
generosity which is so much a part of the Indonesian 
tradition. In Indonesia such warmth comes easily. It comes 
straight from the heart — which is what makes it unique. 

"Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 

the difference between mere 
service and service that comes 
straight from the heart. Zw 

It’s what makes 75 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 
Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI LA. 
British Airways Associate Hotel. KLM & Golden Tulip Worldwide Hotel. 






For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are Hawaiian К. t, Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Roya! Cliff Beach and Sonargaon. 
Operated by Tokyu Hotels International. 
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incidence of poverty. 

Lastly, the statement that the mile-wide 
gash in the landscape caused by the mine is 
"in fact a giant spiral sculpture pleasing to 
the eye" is surely a flight of the imagina- 
tion. Had the mine contributed to the gen- 
eral industrialisation of the state, then 
perhaps ‘WKK’ could talk of trade-offs, 
but the fact is that the mine is nothing 
more than a typical extractive enclave. 

Possibly 'WKK" associates forests with 
underdevelopment and would like to see 
in their place mines, hotels and steel and 
concrete towns, and, perhaps, a golf- 
course thrown in here and there. Further- 
more, if the mine is in the middle of 
nowhere as he states, one wonders how it 
influenced the growth of Ranau? The mid- 
dle of nowhere means just that. 


London ‘CONCERNED 


development. It is questionable whether 
the building of expensive, showpiece 
white elephants can be regarded as mean- 
ingful development in a region with a high 


A capital place 


Oregonians are indeed noted for their 
tolerance, as your correspondent observes 
[Letter from Rajneeshpuram, REVIEW, 
Sept. 15], but this Oregonian cannot allow 
to go uncorrected the suggestion that 
Portland is our state capital. That distinc- 
tion, perhaps the only one the town en- 
joys, belongs to Salem. 
Singapore 


Mistaken identity 
In Wrong end of the stick | REVIEW, Sept. 


DAVID С. PIERCE 


8] you write: "Five major leaders of the 
[Pakistani] opposition, including [Ghulam 
Mustafa] Jatoi and Murtaza Ali Bhutto, à 
son of the former prime minister, were 
moved from their jails and house arrest to 
a government rest house." 

The whole world knows that the two 
sons of late prime minister Zulfikar Ali 
Bhutto, Shanawaz and Murtaza, are not in 
Pakistan. They have been reported to be 
in Kabul or Libya. Moreover, both have 
been declared absconders by military 
courts in Pakistan. 

Therefore any suggestion that Mur- 
taza is a major leader of the opposition 
Movement for the Restoration of Demo- 
cracy and courted arrest as an opposition 
leader is baseless. 
Karachi PIR MOHSIN SALIM 
e Apologies for a processing error which 
led to this mistake. The person arrested 
was Mumtaz Ali Bhutto, a cousin of the | 
executed former prime minister. 

Lost decade 

Leslie Palmer [Letters, REVIEW, Sept. 22 
airs his Asian expertise on the subject of 
China’s right to sovereignty over Hong- 
kong. But just how expert is he? A true 
Asian expert should know that India in- 
vaded Goa in the 1960s (in fact 1962), not 
the 1950s as he writes. Better expert than 
red! 
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Page 84 

Singapore cuts offshore-fund 
management taxes in a bid to at- 
tract foreign flight capital. 


On the 11th anniversary of the imposition of 
martial law and a month to the day after former 
senator Soin, sa Aquino was assassinated, 
Manila erupts in an unusually violent demonst- 


ration which leaves 11 people dead and many 
injured. Is this spontaneous upsurge of anger a 
sign of things to come? Or will it mean another 
crackdown, with perhaps the re-imposition of 
martial law? Chief correspondent Rodney 
Tasker and Manila bureau chief Guy Sacerdoti 
report, while Robert Manning assesses the 
chances of United States President Ronald 
Reagan's visit being called off as a result of the unsettled situation in 


the Philippines. Pages 14-16. 


Page 18 

The precipitous fall of the Hong- 
kong dollar brings a (very) tem- 
porary truce in the war of words 
over the future of the territory. 


Page 26 
The United Nations at last 
shelves the East Timor debate. 


Page 27 

A Malaysian magazine of social 
commentary is banned for a 
somewhat unlikely reason. 


Pages 28-31 

As Singapore Prime Minister Lee 
Kuan Yew celebrates his 60th 
birthday by looking to the future, 
the row rumbles on over his 
‘brighter babies’ proposal. 
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Cover story: Time of turbulence 
Violence erupts amid peaceful 
pbi — cL É— 
Reagan's trip: political symbol of 


support 
Hongkong: Silent as the grave 
No news is bad news — 
Foreign relations: A nettlesome 
neighbour 
Shelving a problem 
A peace force under fire 
Malaysia: Publish and be 
DANOU: ee a iii 
Singapore: Big fish, small pool ——___ 
Lee's birthday wishes _ 
Indonesia: Go east, young man 
Japan: Long haul for the Left 
China: Shattered dreams 
Vietnam: A liberal malady 
A little help from a friend 
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40 
The Indonesian policy of trans- 
migration may have a serious so- 
cial impact on Melanesian Irian 
Jaya. 


Page 42 

The new leader of the Japan 
Socialist Party faces an uphill 
battle. 


Page 46 

Vietnamese resettled in China do 
not take to life down on the state 
farm. 


Pages 55-74 

FOCUS on China examines the 
new responsibility system, trade, 
politics, crime, the theatre — and 
Hongkong's 1997 problem. 





Arts & Society 


Cults: The flawed myth of a folk hero 
who was not quite Japanese 

Video: India's dream merchants face 
up to a nightmare 


Business Affairs 


Finance: Singapore's flight of fancy _ 84 
The IMF's no-money ploy 8 
Sleight of hand at Eximbank 

Projects: A plant for Thailand's 
farms 

| _ In search of the right mix 

| Energy: Power for the people 

Banking: Singapore's ‘rock’ takes 
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Page 85 

The International Monetary Fund 
freezes new loan negotiations as 
it struggles to bring in more cash. 


Thailand plans an ambitious in- 
dustrial complex to help the na- 
tion's agriculture. 


Page 102 

Changes at the top may not spell 
a rebound for Singapore's slip- 
ping banking giant, the Oversea- 
Chinese Banking Corp. 


A former subsidiary moves in on 
rubber giant Dunlop, while Malay- 
sian interests watch closely. 


Page 112 
The Hongkong Government acts 
swiftly to save a failed bank. 


Page 114 
Moves are under way to put the 
Hongkong dollar on a firmer foot- 


Currencies: Hongkong goes from 
panic to peg 
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Zhao, Reagan to 
exchange visits 

Chinese Premier Zhao Ziyang 
will visit Washington in Jan- 
uary and United States Pre- 
sident Ronald Reagan will go 
to Peking next April. This was 
announced on September 28 by 
US Defence Secretary Caspar 


` Weinberger at the end of a visit 
хо Peking to discuss the transfer 


Mind 


po 


Zhao: Washington bound. 





of military-related US technol- 
ogy to China. 

During talks with Zhao, 
Weinberger said the US would 
never conclude any agree- 
ments with the Soviet Union or 
Japan which were detrimental 
to China’s interests. 

— DAVID BONAVIA 


A total of 212 out of 250 in- 
mates of a prison in the eastern 
town of Batticaloa escaped on 
September 23 in Sri Lanka's 
biggest jailbreak. The escape 
was led by Tamil detainees who 
had been transferred to Bat- 
ticaloa from — Colombo's 
Welikade jail after riots there 
in which 52 Tamils were killed. 
Many of those who escaped 
have either surrendered or 
been rearrested, but the Tamil 
ringleaders have disappeared, 

possibly to India. 
— MANIK de SILVA 


Britain and Brunei have con- 


‘cluded а new defence coopera- 


tion agreement for the con- 
tinued basing of a British 
Gurkha battalion in the sulta- 
nate after Brunei gains inde- 
pendence at the end of the 
year. 

Earlier this year negotiations 
on the defence issue were stall- 


10 а 


ed as the oil-rich sultanate’s 
ruler, Sir Muda Hassanal Bol- 
kiah, demanded that the Gur- 
khas be answerable to him. 
Under the new agreement the 
Gurkhas will remain under the 
control of Britain and will not 
be involved 
security of Brunei, their role 
being to protect the oil and gas 
fields. 

In July, as a show of displea- 
sure over the stalled negotia- 
tions, the sultan took away 
more than £3 billion (US$4.5 
billion) worth of Brunei's in- 
vestment funds from the 
British Crown Agents. 

— A CORRESPONDENT 


National Front 
wins again 
Malaysia’s ruling National 
Front coalition has won its 
third by-election victory within 
three weeks against the leading 
opposition Islamic party, Pas. 
On September 24, National 
Front candidate Omar Abdul- 
lah won a resounding majority 
of 21,676 votes in Tampin, 
Negri Sembilan, for a seat 
vacated by the former minister 
for culture, youth and sports, 
Datuk Mokhtar Hashim. 
Mokhtar is in jail after being 
sentenced to death for murder. 
The National Front won two 
other by-elections оп Sep- 
tember 8 in Kelantan state, 
where it faced candidates from 
Pas and the newly formed Mus- 


lim party Hizbul Muslimin 
(REVIEW, Sept. 22). —K.DAS 
Bomb attack on 

US cultural centre 


South Korean police suspect 
that a bomb blast which killed 
one person and wounded five 
outside the United States Cul- 
tural Centre in Taegu on Sep- 
tember 22 was the work of 
North Korean saboteurs. The 
theory is that North Korea is 
trying to provoke а political 
crisis while South Korea is 
hosting the 70th conference of 
the Inter-Parliamentary Union 
and a congress of the American 
Society of Travel Agents, 
which has drawn more than 


4,500 delegates. 
The bomb attack was the 
third against US cultural 


centres in South Korea since 
December 1980. The two pre- 
vious attacks were carried out 
by students, but the latest one 
appeared to be too sophisti- 
cated to indicate student in- 
volvement. — SHIM JAE HOON 


in the internal | 


The central bank: giving support 
New Philippine peso 
devaluation rumoured 
Manila’s financial community 
has been hit by rumours that 
another devaluation of the 
Philippine peso is needed, with 
many bankers saying that 
P14:US$1 — against the pre- 
sent P11 — would be the most 
likely exchange rate. Sources 
say the country's balance-of- 
payments deficit may already 
have exceeded the target for 
the year of US$800 million 
which was revised from 
US$598 million only in June. 
The peso was last devalued (by 
7.3% against the US dollar) on 
June 23. 

Deputy central bank gover- 
nor Gabriel Singson, however, 
said no further devaluation is 
necessary yet; other sources in 
the central bank said it would 
dip into its international re- 
serves to support the peso 
rather than devalue before the 
end of the year. 

— GUY SACERDOTI 


OECD forecasts real 
growth of 3.5% 

Real growth in the world's in- 
dustrial economies is expected 
to increase on average to 3.5% 
in the second half of this year as 
the United States economic re- 
covery spreads across the At- 
lantic, according to the Organi- 
sation for Economic Coopera- 
tion and Development report 
Employment Outlook, те- 
cently published in Paris. The 
report coincided with an an- 
nouncement in Washington re- 
vising upwards the US econ- 
omy's growth in the second 
quarter to 10.5%. 

The recovery is not expected 
to have much impact on un- 
employment, which is ex- 
pected to remain at 9-10% on 
average for OECD countries. 
But it is now forecast at a level 
which, various economists 
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have suggested, will allow the 
developing world to sustain its 
huge debt-service burden. 

— RICHARD NATIONS 


Indonesia raises а 
Sfr 100 million loan 


Indonesia recently took 
another loan of Sfr 100 million 
(US$46.5 milion), with a 
maturity of five years and in- 
terest at slightly more than 7%, 
bringing its total borrowings 
for 1983-84 so far, outside of 
aid and export credits, to 
roughly US$1.9 billion. — 
against the earlier projected re- 
quirement of US$2.5 billion. 
Meanwhile, imports — have 
slowed and exports are grow- 
ing fast, with total oil produc- 
tion (including condensates) 
jumping from the February low 
of 1.04 million barrels a day 
(b/d) to 1.55 million b/d in Au- 
gust, according to contractors’ 
estimates. 

Thus, while balance-of-pay- 
ments pressure has eased, the 
import performance suggests 
that recession is more severe. 
Also, the Opec-agreed oil-pro- 
duction limit of 1.38 million b/d 
will soon become a constraint if 
current output levels are kept. 

— SUSUMU AWANOHARA 


Another financial scandal 
rocks South Korea 
South Korea has been rocked 
by a new financial scam barely 
two months after the massive 
kerb-market scandal that em- 
barrassed the government of 
President Chun Doo Hwan 
(REVIEW, Sept. 8). Two 
businessmen and 11 officials of 
the Choheung Bank face inves- 
tigation on charges that some 
of them stole the bank’s official 
seal to guarantee commercial 
paper worth Won 167 billion 
(US$211.4 million), floated il- 
legally by Yongdong Develop- 
ment Co. and a subsidiary. 
Lee Hon Sung, Choheung’s 
president, said the bank will 
honour the paper even though 
it was improperly guaranteed. 
Of the total, Won 47.1 billion 
has already been paid out to 
holders, he said. Two prime 
suspects in the scandal, one of 
them Pak Chong Ki, the bank’s 
assistant manager, have fled to 
the United States, the au- 
thorities said. Police are look- 
ing for Kwak Kun Bae, 
Yongdong’s president, and his 
brother, on suspicion of plot- 
ting the theft of the seal. 
— SHIM JAE HOON 
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ў Á more than 940 offices in 42 countries around Qi "mom with c i 
ases BESS 7 Billion. Established ür Hong K ong in 1906, ABN has, currently, 11 ba. 
: { К si tenant of Hongkong Land since 1962. " 


р silly e world's biggest landlord. It got _ 
j ering the best р 3551016 addresses and the highest ^ 
f property nt to а highly select clientele — 
5 leading banks. Some recent researc! 
Some of Hong. Ko nig’ s most successful companies chose, .. 
cose to'rent-from oa Land revealed some highly 1 
motives. . 


do уди say Hongkong and is a very good idle rd 


premises are managed professionally. They have’ - 

ledgeáble maintenance staff who are available when 

eed them. Any problems with airconditioning, fightin 
-electricity — whatever is important to tenants is attended: 
to straight away. We are extremely pleased with their 
professional no-nonsense approach to contracts às well 
problems. 
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if not the highest in Hong Kong. How can yóür compar Y j Ж. 
paying these sort of rents? i 


Welt, there's no doubt that Hongkong Land rents'are high 


but they are offering first-class buildings; and: prestigious 
buildings: And there again, bank, we must haw de 
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| the ruling Liberal 
Democratic Party, is working hard 
behind the scenes to pave the way 
for his own:prime ministerial bid. 
Long considered а highly articulate 
intellectual.on policy issues, 
Miyazawa has cared little for the 
rough-and-tumble of factional 
politics. Now he is spending time 








ШИШ THE WEEK 


BANGLADESH 

A former Bangladeshi minister, Akbar 
Hossain, sought since the military took over 
in March last year, was arrested within one 
week of returning to the country (Sept, 23). 


BRUNEI 
British Minister of State for Foreign and 
Commonwealth Affairs Richard Luce arrived 
for defence talks (Sept. 21). 


CAMBODIA 








Vietnamese forces launched an attack on а | 


major stronghold of the Khmer People's Na- 
tional Liberation Front near the Thai border, 
the Bangkok Post reported (Sept, 24). 


CHINA 
United States Defence Secretary Caspar 
Weinberger arrived on an official visit (Sept. 


25). 


HONGKONG 

The fourth round of the Sino-British talks 
on the territory's futüre ended with an an- 
nouncement that further talks would be held 
in Peking-on October 19-20 (Sept. 23), The 
Hongkong dollar plunged to an all-time low 
of HKS9,53: IUSSI Sept. 24). 
















dira Gandhi arrived in 
I visit (Sept. 22). Three 
ring Hindt-Muslim riot- 
ing in Hyderabad, it was reported (Sept. 23). 
The Tibeta } ermment-in-exile. accused 
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trying to broaden the base of his 
support. He would like to succeed 


overcome re 
factions, notak 
Tanaka, who: 


THE RICE IS RIGHT 

Western analysts who predict that 
Vietnam will emerge as a net 
exporter of rice this year say that 
the Vietnamese will export 100,000 
tonnes of high-quality rice and 
import 60,000 tonnes of broken rice. 
In the past, Hanoi has exported 
high-grade rice in order to pay for a 
larger quantity of poorer grain. Last | 
year Vietnam had a bumper harvest | 
of 16.6 million tonnes of foodgrain, 
and this year's harvest is expected 
to surpass 17 million tonnes. 


HOPES SHOT DOWN 

South Korea's plans to boost its 
international image by means of the 
70th conference of the Inter- 
Parliamentary Union, to be held in 
Seoul shortly, have been dealt a 
harsh blow by the downing of the 







Miyazawa. 


Chinese authorities in Lhasa of arresting 
some 500 Tibetans (Sept. 26). 


INDONESIA ? 
The government recalled one of its dip- 
lomats from Canberra after a disclosure that 


he was approached Буга high-ranking Soviet | 


official, it was reported (Sept. 21). 


JAPAN 

A Japanese Maritime, Agency patrol boat 
returned to Wakkanai after receiving debris 
and clothing from the downed South Korean 
airliner from Soviet offiéfals (Sept. 26). ` 


PAKISTAN 

Troops and paramilitary forces were on 
standby in Sindh province as official cam- 
paigning started for local elections (Sept. 24). 
Abdul Wali Khan, an opposition leader, was 
arrested on his arrival from London (Sept. 
26). Three people died and 13 were injured 


when opposition supporters exchanged gun- | 


fire with police in northern Sindh (Se pt. 27). 


PHILIPPINES 

At least 10 people died and more than 100 
were injured as security forces clashed with 
anti-government demonstrators trying to 
force their way into the presidential palace 
(Sept. 21). President Ferdinand Marcos 
hinted strongly that he would consider impos- 
i і g recent clashes (Sept. 
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agaihét RIAL a delegation, i 
East European countries wil 
away. The total number of 
delegations going to Seoul will b 
about 70 instead of 98. This isa 

disappointment to the South K 
Parliament which has spent Wor 
1.2 billion (US$1.52 million) on 
hosting the conference with the 
specific aim of broadening contac 
with socialist countries. | 


A COMPLEX ISSUE 


At Jakarta’s request, the Japan 
International Cooperation Agenc 
has sent a team to examine the 
possibility of building a second 
steel complex in Ujung Pandang in 
South Sulawesi. But now Jakarta. 
officials are wondering whether the 
faltering PT Krakatau Steel complex 
in West Java could not be 
rehabilitated and expanded to meet | 
most of the demand for domestic 
steel until 1990. The Indonesians 
would also like to examine five sites. 
other than Ujung Pandang for the 
possible second steel complex. 


































































licy as opposition groups pledged to continu 
anti-government street demonstration: 
25). A government-sponsored co 
mission announced it would resume hearing: 
into the assassination of Benigno Aquin 
October 10 (Sept. 27). 


SINGAPORE 
King Hussein of Jordan arrived on ап offi 
cial visit (Sept. 22). 


SOUTH KOREA 

One person was killed and several in 
when an explosion rocked the United $ 
Cultural Centre in Taegu, police said ( 
21). Leading dissident Kim Young $ 
his supporters said they were initiating à ni 
violent struggle for constitutional chang: 
permit direct presidential elections and 
turn to full democracy (Sept. 27). 


SRI LANKA 
More than 200 prisoners led by Та 
tainees escaped from a pri 
(Sept. 23). Security forces launched à mas 
search and police were offering rewards ford 
escaped prisoners (Sept. 25). 


THAILAND 
A former United States Green Beret who. 

was a member of the team which searched fo 
Americans missing in action in Indochina wa 
detained while trying to enter Thailand an 
will be deported, a senior Thai offic 
22). King Hussein of Jordan arrived о 

d visit 6 pt: 25). : 
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lanila: After an unusual outburst of vio- 
lence on September 21 reminiscent of the 
lessness that preceded the imposition 
martial law in 1972, President, Fer- 
nand Marcos ordered a crackdown to 
ect his 18-year-old regime. Ironically, 
“his. drive to douse the flames of street 
olence he was joined not only by leaders 
{һе moderate legal opposition, but also 
by Roman Catholic Church hierarchy and 
even some Left-leaning student leaders. 
"They, too, eschewed the rock-throw- 
ing, the Molotov cocktails and homemade 
bombs which marred otherwise orderly 
ssent. But they were shocked and dis- 
ayed by the severity of the clampdown 
d by hints of a return to martial law. 
¢ bloody demonstration on Mendiola 
idge at the approach to the presidential 
alacanang Palace was viewed by most 
servers here as an exception in the gen- 
ally peaceful campaign being waged 
nst the Marcos regime. Following the 
ust 21 assassination of opposition 
r Benigno Aquino, the opposition 
as anxious to maintain the widespread 
є of anger against Marcos. 
the same time, there were fears that 
€ radical Left, perhaps led by the New 
ples Army, the military wing of the 
immunist Party of the Philippines (CPP), 
taken advantage of the groundswell to 
rn the massive outpouring of anti-Mar- 
соѕ sentiment into something much more 
latile. As Aquino' s widow, Corazon, 
mmed it up in an interview: "We have 
ready shown our tremendous force — 
| not go overboard. Otherwise these 
nts might happen and it won't serve 
cause. 
oot of the opposition's fears was 
apparent ambition of one faction of 
to exploit the delicate situation 
wn ends. At the same time, vio- 
such as that displayed on September 
when 11 people — students, marine 
firemen and onlookers — died, 
ked provoking Marcos to retract his 
licy of “maximum tolerance.” 
‘That is precisely what happened. Dem- 
returned to the streets on Sep- 
both in the business district of 
in: the. streets leading from 
& university. belt to the United 
mibassy. They were met by canis- 
tear gas thrown by club-wielding 
:squads and police units, many 
carrying handguns and automatic 
ns. Marcos, in a number of hastily 














































ranged TV appearances, announced: 


апу demonstrations without gove! 
‘ment permit would from then on i 
_ persed by force. 
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Apart from implicitly threatening to 
reimpose martial law if Manila did not 
calm down, Marcos also lashed out at the 

"arrogant rich" — the Makati business- 
men — whom the government claims were 
behind the unprecedented. anti-Marcos 
rallies held in the‘ business district on Sep- 
tember 16 and 20. 

"Even if it takes one whole year," Mar- 
cos said, “whether [you] are members of 
big institutions like Ayalà Foundation, 
Bank of the Philippine Islands, Solid 
Bank, the Development Bank of the 
Philippines, Security Bank and other 
banks, you can be assured we will look for 
you, not perhaps today . . . but there will 
be men assigned to track you down. We 
will meet you in court . . . Do not test the 
force and strength of the government." 

Enrique Zobel, the soon-to-retire chief 
executive of the powerful Ayala Corp., 
which owns much of the land in the Makati 
business district, told a luncheon of 
businessmen and journalists on Sep- 
tember 27: “Lam afraid of nobody because 
my conscience is clear." 

















Marcos did not confine himself just to 
the radicals and businessmen. He also 
criticised the. church and its schools. 
Under the leadership of Manila's arch- 
bishop, Cardinal Jaime Sin, these have 
joined and in some cases led the move to- 
wards peaceful expressions of discontent 
and the drive for what Aquino had pro- 
fessed before he was murdered — national 
reconciliation. 


[" his speech on September 25, Marcos 
said: “We have arrested and liquidated 
three echelons of leadership of the com- 
munist party. The same thing is true with 
the Catholic schools and the clergy. Very 
patiently, we asked them not to engage in 
demagoguery [or] to utilise the facilities of 
the church as well as the schools to mes- 
merise and mislead our small children. 
There are reports coming to me to the ef- 
fect that the teachers and even nuns and 
priests in the Catholic schools are teaching 
the children hatred — hatred against Mar- 
cos, hatred against the government.” 
This was probably Marcos’ most stri- 





Violence erupts amid 
peaceful protests 


Manila: With all the clamour over the vio- 
lent aspects of the demonstrations against 
President Ferdinand. Marcos’. regime in 
the Philippines, the vast majority of them 
have been strikingly peaceful. Until the 
battle between youths and. Philippine 
marines on September 21 at Mendiola 
bridge outside the president's Malacanang 
Palace, Filipinos managed to present their 
placards, speeches and chants to crowds, 
tens of thousands strong, with nothing 
more than bonfires and, in Makati, foot- 
deep litter. 

The leftist National Democratic Front 
(NDF) apparently had a tacit understand- 
ing with the moderate. United. Nationalist 
Democratic Front (Unido) and the newly 
created Justice for Aquino, Justice for Ail 
movement, or Jaja, and policed their own 
ranks with student marshals who some- 
times held hands along the perimeter of 
the marchers to maintain order. 

The largest rally was on September 21, . 
the 11th anniversary of the declaration of 
martial law, at Plaza Bonifacio. At least 

000 e ga ered after four sepa- 
ged on the site from 





Student leade 


churches in the area. Student groups 
marched in at staggered intervals, while 
businessmen from the Makati business 
district travelled the 10 kms to the rally. 
Judged by many as the largest purely poli- 
tical demonstration since martial law was 
proclaimed, the programme of anti-Mar- 
cos speeches and calls for his resignation 
brought raised fists and much cheering. | 
The more strident NDF posters against 
Marcos’ repression and the United States 
were prevalent, But most of the partici- 
pants, politicians, businessmen, students 
and street vendors, said it was a return to 
democratic principles that they were after 
~~ not the leftist ideologies that the NDF 
organisers proclaim, nor the simple 
curiosity which the government has used 
as the excuse for the huge numbers. 
Aquino’s widow, Corazon, and Unido 
president Salvador Laurel both said in in- 
terviews that they were pleased not only 
with the turnout, but with the fact that the 
programme was finished 90 minutes early 
— at 4:30 p.m. —— when И was still light. 
asked. the organisers at 
the fternoon whe- 
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Demonstrators burn pro-Marcos newspapers; police shelter from missiles: the flam 


dent attack on the Catholic Church in the 
Philippines. The church-state relationship 
has been acutely sensitive since Marcos 
declared martial law in 1972, with Sin 
speaking out against human-rights abuses 
and Marcos clearly worried about political 
activism among some of the younger 
priests in the country. 

But now, Marcos is lashing out against 
all apparent sources of discontent under 
his rule, and the church is an easy target, 
given its massive influence in the over- 


ther there would be another march, and 
while there had been talk among the plan- 
ners for a candlelight sit-down demonstra- 
tion at dusk at Mendiola bridge, the idea 
was scrapped because of the fear of vio- 
lence. 

Nonetheless, about 10-15,000 dem- 
onstrators, mostly students, marched the 
2 kms to the bridge. Upon arrival, student 
leaders embraced waiting metropolitan 
police officers and earnestly tried to get 
the students and other demonstrators to 
sit down. But just as it appeared they 
might be successful, agitators and local 
toughs began pelting the police with 
stones. It began almost in jest, with the 
police banging their shields and yelling. 
“Ceasefire, ceasefire” as they laughed 
and tried to continue negotiating. But 
each time the “maximum tolerance" po- 
licy seemed to be working, the stones once 
again began to fly. 

As dark descended, however, a bonfire 
was started, the rocks became concrete 
blocks broken up on the side streets and 
the firecrackers became home-made 
bombs. It appeared to a number of corres- 
pondents at the scene that the agitators 
were well-trained and there for a fight. As 
one bomb exploded, sending shrapnel 
into a score of firemen and marines, the 
police retreated in a panicked run and the 
marines moved in. Firehoses and concus- 
sion grenades failed to disperse the hard- 
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whelmingly Catholic Philippines. It is a 
delicate situation, with Sin increasingly 
viewed as the only leader in the country 
with the potential to mediate between var- 
ious government and opposition factions 
and who can accommodate conflicting po- 
litical positions in his essentially moral 
goal of national reconciliation. He has ac- 
cess to both Marcos and the military, 
though he is clearly irked by the apparent 
uncompromising stubbornness he sees in 
the president. 


pm——————————— ي‎ CL 


core demonstrators and most of the stu- 
dents had moved back out of range of the 
hoses. 

The marines charged and truncheons 
were wielded mercilessly; handguns were 
fired and automatic weapons held at the 
ready. Опе special forces officer, 
crouched with this correspondent under 
borrowed shields, said: “I work for the 
government. But these are all Filipinos. 1 
think Marcos should resign.” 

With the government’s maximum toler- 
ance policy over, even peaceful rallies 
were dispersed. On September 23, an 
anti-riot squad broke up a Makati dem- 
onstration with tear gas and with automa- 
tic weapons fired into the air. A few 
thousand students marching towards the 
US Embassy the same evening met tear 
gas and truncheons wielded by armed 
troops. And at Mendiola the same night, 
marines charged another group of de- 
monstrators, with back-up troops sealing 
off streets and sending the population 
scurrying. 

Despite the injuries and deaths, how- 


ever, the troops have remained relatively | 


restrained. But observers continue to 
worry that one nervous or angry soldier 
could easily turn a crowd dispersal into a 
massacre. With permits now required for 
demonstrations, as Laurel says, “there are 
going to be a lot of prayer rallies.” 

— GUY SACERDOTI 
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Sin had a one-hour meeting with Mar- 
cos on September 23, two days before he 
left the country to attend a synod at the 
Vatican. Apparently, there was little com- 
mon ground between the two. In his pre- 
pared statement before flying to Rome, 
Sin said: “It is with great reluctance that I 
now leave for Rome to serve as Asian re- 
presentative in the international synod of 
bishops... 

“Му reluctance stems from the realisa- 
tion that our country is going through a 
critical period, a period where the people 
and the national leadership must choose 
between national reconciliation and vio- 
lent confrontation. My instincts as a citi- 
zen tell me that in the present climate of 
turmoil and ferment, I should stay. But 
my duties as a churchman force me to go 
to Rome." 

Sin told some opposition leaders, how- 
ever, that if needed to aid in negotiations 
with the government, or if his presence in 
the country could soothe the tense situa- 
tion, he would immediately return to 
Manila. 


E: Sin had issued a statement in 
which he agonised over the current 
situation in the Philippines in the after- 
math of the Aquino assassination. He said: 
“Under the current dispensation, we have 
reached a critical stage marked by wildly 
conflicting interests and views that have 
fragmented the nation and brought about 
serious economic, social and political 
problems that threaten the very existence 
of our society.” Obviously Sin was as sha- 
ken by the violence in Manila’s streets on 
September 21 as Marcos appeared to be. 
While he has remained in Malacanang 
Palace almost every day since Aquino’s 
killing, Marcos has granted a string of in- 
terviews with the foreign press. He has 
publicly blamed the Western press for 
exacerbating the situation in his country 
— a situation which might yet persuade 
US President Ronald Reagan to give the 
Philippines a miss during his scheduled 
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and his government have shown that they 
want f» use tlie international media to dis- 
pela general impression that the Philip- 
pines is on fire. 

By doing so, however, Marcos has given 
the clear impression that the palace in- 
deed feels under seige. His emphasis on 
public relations, particularly with the US- 
based foreign press and TV networks, 
have given the impression of a man on the 
defensive. His attacks on the radicals, the 
opposition, businessmen and the church 
hit at virtually every segment of society. 

And Marcos' style of threatening — and 
then denying he has done so — has done 
little to counter widespread feelings of po- 
litical instability and the view that he is not 
in full command of the situation. Neither 
has it helped revive public acceptance of 
his rule. 

Marcos has not been alone in opening 
up to the foreign press. His powerful wife, 
Imelda, has also been particularly active. 
Throughout the past two weeks, she has 
spoken as a guest of the Foreign Corres- 
pondents Association of the Philippines, 
has made herself available at various func- 
tions in Manila, and scheduled a series of 
impromptu lunches and dinners with a 
variety of foreign journalists. 

During these meetings, she has made it 
clear that she is worried about the 
shaken faith in the Philippines among the 
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Marcos talks to Sin: little common ground. 


international community — a factor that 
has caused a plunge in tourist arrivals, 
nervousness among international bankers 
underwriting the country’s development 
and a general view that the Philippines is 
just another banana republic. 

Mrs Marcos has also intimated that her 
government is prepared for a possible can- 
cellation of Reagan’s visit in November, 


Reagan’s trip: political 
symbol of support 


By Robert Manning 

Washington: As opposition to the gov- 
ernment of President Ferdinand Marcos 
mounts, the political importance of Unit- 
ed States President Ronald Reagan's 
November visit to the Philippines is grow- 
ing. At the same time, doubts about the 
Marcos regime in the aftermath of the 
murder of Benigno Aquino persist here, 
particularly in the US Congress. 

The 24-hour stopover in Manila, part of 
Reagan’s five-nation tour of Asia, is not a 
State visit and was originally thought of as 
a rest stop added at the urging of the Pen- 
tagon. But continuing suspicion of gov- 
ernment involvement in the Aquino assas- 
sination and current demonstrations have 
turned the trip — or its cancellation — 
into a dramatic political symbol of US sup- 
port for the Marcos regime or the lack of 
it 


А visibly concerned Marcos has 
launched his own media blitz in the US, 
appearing last week on all three US TV 
networks and in an interview with US 
newspaper reporters. In his nationally 
televised appearances, Marcos stressed 
the involvementiof the communist Left in 
the recent violence. Aside from playing 
his cold war card, Marcos also compared 
the Aquino killing to the murder of the al- 
leged assassin of US president John Ken- 
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nedy in 1963. At that time, Jack Ruby 
broke through security lines to shoot the 
alleged assassin, Lee Harvey Oswald. 

Marcos used this example to explain 
that despite security precautions, such an 
act by an individual is possible. In an inter- 
view with The Washington Post, Marcos 
claimed that a cancellation of the Reagan 
visit would be a demonstration that the US 
does not think the Philippines is important 
and hinted that a cancellation would make 
it difficult for him to implement the re- 
cently concluded US-Philippine military 
bases agreement and would have severe 
economic repercussions. 

White House and State Department 
sources say that the US administration is 
going ahead with the Reagan visit unless 
increased violence occurs, threatening 
physical security, or if Marcos becomes 
publicly linked to the Aquino murder. 
Testifying before the congress, Eliot Ab- 
rams, the assistant secretary of state for 
human rights, reflecting the dominant ad- 
ministration view, said: “То cancel the 
president's visit would constitute an inter- 
vention in partisan politics in the Philip- 
pines against Marcos." 

Nonetheless, administration officials 
have subtly begun to distance themselves 
from the Marcos government in public 
























stressing that such a step would not seri- 
ously harm Philippine-US relations. *We 
really like you [Americans]. so why do you 
keep attacking us?" she asked. Nor does 
she expect a cancellation of the Reagan 
stopover to jeopardise the position of the 
two massive US military bases in the coun- 
try, an apparent contradiction of concerns 
voiced by Marcos. 


statements. In recent congressional testi- 
топу, for instance, Deputy Assistant Sec- 
retary of State for East Asia and the 
Pacific John Monjo said many Filipinos — 
not all of them opposed to the government 
— suspect the complicity of the Marcos 
government. Monjo went on record as 
saying: "The circumstances of the murder 
and the identity of the alleged assassin . . . 
make us doubt that one man alone could 
have been responsible for this clearly poli- 
tical assassination." He added that the 
Aquino murder “has clouded the reputa- 
tion of the Philippine Government." 

When asked by critical. congressmen 
about Marcos’ claims that communists 
have been behind the demonstrations, 
Abrams hinted support for the opposi- 
tion, saying: “It is clear to us that the 
demonstrators are not extremists and rep- 
resent a large and broad spectrum of opin- 
ion." Abrams gave the Marcos govern- 
ment a mixed review in its record on 
human rights, observing that political op- 
position "is tolerated within a limited 
scope." He added: “Оп the negative side, 
we have noted continuing reports of tor- 
ture and summary executions by the mili- 
tary." 


S officials say that they have been urg- 

ing Marcos both publicly and privately 
to see that the Aquino investigation is per- 
ceived as legitimate and that the electoral 
commission be reconstituted and the rules 
changed before legislative elections are 
held next May. A State Department offi- 
cial conceded that the present investigat- 
ing committee on the Aquino murder has 
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despite the Ад 

А te of demonstrations which followed, 
she and her husband were in command. 

Mrs Marcos communicated to corres- 
eset the obvious disdain which the 

гсоѕ government has for the opposi- 
tion. Earlier, she had told one visiting cor- 
respondent that Marcos would only leave 
office “over his dead body." Yet rumours 
of Marcos' ill health persist despite his cur- 
rent get-tough posture. His kidney ail- 
ment appears to be cyclical in its enervat- 
ing effects, allowing him increasingly 
shorter periods when there are no visible 
effects. 

Meanwhile, leaders of the moderate op- 
position have still not organised them- 
selves effectively. While fully realising the 
potential at their disposal, as displayed by 
the vast numbers of people, including 
white-collar workers, prepared to take to 
the streets to display their anger at the 
government over Aquino’s assassination 
and their general disenchantment after 18 
years of Marcos’ rule, opposition leaders 
cannot agree on how to tap public senti- 
ment for their own ends. The current de- 
bate among these leaders, including 
former senators Salvador Laurel, Jose 
Diokno and Lorenzo Tanada, is whether 
they should take the step of offering to 









their strength on Manila’s streets. 
Aquino is known to have preferred the 
former approach: opposition from within. 
Remaining outside the government and 
holding demonstrations gains more inter- 
national exposure, but in the current au- 
thoritarian mood of the Marcos regime, it 
risks the lives of those involved. It also at- 
tracts the participation and manipulation 
of the radical Left, which is not what the 
moderate opposition leaders want. 


here is believed to be factionalism on 

the issue even within the CPP and its 
broad political front, the National Demo- 
cratic Front. Within these circles, the de- 
bate is whether to keep up pressure on 
Marcos from the streets, at the risk of a 
heavy military clampdown, or whether to 
continue with the revolutionary pro- 
gramme in the rural areas, which is gain- 
ing more recruits by the day. 

One major issue is whether the opposi- 
tion will participate in the National As- 
sembly elections scheduled for next year. 
Laurels umbrella group. the United 
Nationalist Democratic Organisation 
(Unido), is currently against participa- 
tion, but has kept its options open. The 
newly formed Justice for Aquino, Justice 


; ganisation, Jaja i is still feeling бау, but 
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Diokno has often said the old pre-martial D 
law politicians should stand back, perhaps — . 
as an advisory council, and allow younger — - 
political aspirants the chance to lead and 
organise. But the inherent conflict among 
the leaders of Jaja and Unido, particularly 
Laurel and Diokno, could easily create 
the image of opposition disarray. 

The widespread discontent with the 
Marcos government is not confined to Jaja 
or Unido, the church hierarchy or any 
other organisation, The well-attended _ 
peaceful demonstrations, with peor: - 
pouring from office buildings and slums to” 
attend, show that Aquino's murder was _ 
the catalyst for people to express long- 
held feelings that it is time for a change. 
While the radicals speak of revolution and — 
chant anti-US slogans, the majority who 
have turned out to demonstrate appear 
merely to want a restoration of freedoms _ 
they possessed before martial law. 

Either way, the Philippines is going 
through a time of turbulence which re- 
quires a leadership which will bring it back 
on course. Without confrontation, it must — - 
revive confidence in a government not — 
merely to the satisfaction of international 
opinion, but far more importantly, to the 


ws 
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no one viewed as independent or critical 
of Marcos on it. 

Washington officials also say that the 
US response to the Aquino murder will, as 
one source put it, “depend on who is in- 
volved, at what level and how they are 
dealt with.” In his congressional testi- 
mony, Abrams emphasised: “There is no 
suspicion of involvement by President 
Marcos in the Aquino murder.” When 
pressed, US officials say only that they 
have not ruled any theories in or out. One 
official source said that the US has known 
for some time of reports that the opposi- 
tion has 11 witnesses who say the military 
carried out the murder and that members 
of the air force intelligence group A-2 was 
involved. 

Some reports link an air force colonel 
to the alleged assassin, and a US official 
said in an interview that in a meeting with 
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Aquino in May, Imelda Marcos, wife of 
the president, told him that allies of Mar- 
cos were involved in an assassination plot, 
hinting that the colonel may have been be- 
hind it. 

The key US concern is the future of the 
US bases in the Philippines, Subic Bay and 
Clark. When asked what might happen if 
US aid were cut by the congress, John 
Kelly, a Pentagon official responsible for 
East Asia and the Pacific, told the legisla- 
ture: “If security assistance were elimi- 
nated, it would probably affect adversely 
our working relations with the armed 
forces of the Philippines." The base agree- 
ment, which expires in 1991, was recently 
renewed, with the US promising US$900 
million in economic and military aid as a 
quid pro quo. 

Congressman Steven Solarz, chairman 
of the house foreign affairs sub-committee 


Filipino people. [г] j 


on Asia and the Pacific, said in an inter- 
view that he disputed the administration 
charge that cancelling Кеарапз visit 
would undermine Marcos more than the _ 
present situation already has and 
suggested the opposite — that going to 
Manila will increase opposition to the Us - 
bases. 
Regarding the US response to the F 
Aquino murder, Solarz said: “If congress” 


















sassination than to reduce aid, then 
will probably be strong support for such 
move." :. Ж 

Solarz said the two key elements in _ 
gaining US support for Marcosare related _ 
to the May elections, reconstituting the r 
election commission with “people who are 
independent and who the opposition - 
trusts," and guaranteeing access to the | 
media. The next appropriation congress 
has to approve is for fiscal 1985, and that 
will not take place until after the elections. 

Solarz and a number of other con- _ 
gressmen have suggested Reagan should 
postpone his visit. Editorials in The New _ 
York Times and The Washington Post | 
also urged Reagan to refrain from what | 
will be perceived as an embrace of a be- 
leaguered dictator. To soften criticism, 
White House officials say Reagan will 
meet Cardinal Jaime Sin, the phage 
of Manila and an outspoken critic of Mar- - 
cos. But though US officials confirm that — 
death threats to Reagan have come to the — 
US Embassy, the administration appears 
determined not to appear to be abandon- 
ing a key US ally. 


sking shuts off its Propaganda blitz against 
on the ory s future as the currency nosedives 

































China heralded and 
«Жу accompanied — the 
d BW fourth round of the 
2 | Peking talks on the 
uture of Hongkong dried up as the.value 
he territory's currency hit an all-time 
м гоп September 23. Whether this was 
cause. the Chinese leaders suddenly 
oke up to the damaging consequences of 
eir propaganda campaign, or whether 
ey had simply run out of things to say, 
s not clear. But as the Hongkong dollar 
ibilised after the weekend, the Chinese 
ia remained silent for the time being. 
Meanwhile, Britain's Foreign and Com- 
onwealth Office announced the retire- 
ent of Britain's chief negotiator at the 
alks, Sir Percy Cradock, from his post as 
ambassador to China, in order to take up 
igh-level duties in London. Cradock had 
resided for a year over the slow and frus- 
rating early stages of the Sino-British 
alks, which began after visits to China 





legedly 


and Hongkong last September by Prime 
Minister Margaret Thatcher. 

Cradock's task was nót made any easier 
by Thatcher's insistence on total confiden- 
tiality concerning the content of the talks, 
a principle which is merrily breached by 
the Chinese whenever it suits their politi- 
cal purpose. Without actually disclosing 
details of the negotiations, the Chinese 
media and top leadership have spent the 
past few months feeding out China's views 
on the shape of an acceptable settlement, 
and haranguing Britain publicly for al- 
taking an excessively "rigid" 
stance and making wrong- headed propo- 
sals. The anti-British articles in the press, 

backed up by comments from various 
Chinese leaders, have concentrated re- 
cently on China's rejection of the policy of 
"swapping sovereignty for administra- 
tion," which Peking says is Britain's cur- 
rent negotiating goal. 

Itas hard to believe that Britain has 
made any such specific proposal, or 
frámed it in those terms. What is under- 
stood to be the case is that Thatcher her- 


mini ration of Hongkong: beyond. 1997, 
the cut-off date for the-tease on the New 
Territories, which make-up most of Hong: 
kong. 

The desire on the part of a majority of 
Hongkong people for retention of the ter- 
ritory's political status quo, and the in- 
terests of big British firms with substantial 
investments there, could not simply be ig- 
nored, though naturally China could re- 
ject — as it has apparently done — any 
"division of sovereignty from administra- 
tion," as it derogatorily calls the British 
proposal. 





more conciliatory note was struck by 
one of China's top international law ex- 
perts, Huan Xiang, who visited Hongkong 
in the company of other senior Chinese so- 
cial scientists just before the fourth round 
of talks. Huan, in an interview with the 
official People's Daily, accused Britain of 
"playing the public-opinion card" and 
"playing the economic card" — that is, 
cautioning China that the Hongkong pub- 
lic could be easily alarmed and the econ- 
оту suffer if China took too rigid a stance 
at the talks and in its public statements. 
However, Huan said in discussing the 
future development of Hongkong's indus- 
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Widespread fears 
that the fourth 
round of  Sino- 


British talks on the 
political future of 
BW Hongkong would 
achieve little, and a 
se two-sentence statement released at 
he conclusion of the September 22-23 ses- 
sent the Hongkong dollar nosediving 
an unprecedented low of HK$9.55 
ainst the US dollar. Although the latest 
‘ound of talks was not as acrimonious as 
me had expected, a source close to the 
egotiations reported that no progress 
s made. The meeting began where the 
ious.session in July had left off and, 
some six hours of exchanges across 
potiating table, each side merely 
ed its proposals for the arrange- 
the.territory's future. "There was 
act,” one British official said. 
before the talks began in Pe- 
-China newspapers in Hongkong 
€ British, in bold headlines and 
orded editorial S. to. abandon 








ign Minister Wu Xueqian sai 
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No news is bad news 


The stalemate between London and Peking over Hongkong's 
future undermines confidence in the territory 


king airport before his departure foi the 
United Nations General Assembly in New 
York that a softening of the British at- 
titude was the way to progress. However, 
the reproof indicated that the British had 
not softened their negotiation position 
and, contrary to what Peking's propagan- 
dists intended, helped to allay the fears of 
those Hongkong people who dreaded that 
Britain might make major concessions on 
Hongkong in exchange for a few trade 
agreements with China. 

The British are arguing for an adminis- 
trative foothold in Hongkong after 1997, 
when Britain's lease on most of the terri- 
tory will expire. The Chinese are demand- 
ing full sovereignty over Hongkong, in- 
cluding the right to exercise complete ad- 


ministrative control in the territory — a | 


position that would exclude any constitu- 
tional British link after 1997. The British 
have conceded that the termination of the 


lease will signal the end to any legal right 


to stay on, but are pushing still for a con- 
tinued presence as a. "buffer" or "insula- 
tion." 

The British negotiators have presented 





ial to support their position | | 


that Hongkong cannot maintain its 
economic success — and thereby continue 
to be useful to China — without British 
representation in the running of everyday 
life in Hongkong (China earns about 40% 
of its foreign exchange through Hong- 
kong), Peking has rejected these argu- 
ments, It is willing to discuss the continued 
| role of British "consultants" or "experts" 
after 1997, but only when the British have 
conceded their main demands. Any for- 
mal role for the British after 1997 will be 
decided by the Peking government, 
Chinese officials have made clear. 


T: Chinese say sovereignty and admin- 
istration are inseparable. On the eve 
of the fourth round of talks, China's offi- 
cial Xinhua newsagency released an inter- 
view with a Chinese jurist who said: *Ad- 
ministration issubordinate to sovereignty, 
unless a government has the power of ad- 
ministration, its sovereignty will come to 
nothing. A sovereign state cannot allow 
any other tò control part of itself." 

The arid statement at the conclusion.of 






















Я . CORRECTION | 
"А processing error in the article on the That mili- 
лагу reshuffle (Review, Sept. 29) altered the 
meaning of a reference which read: "Bangkok- 
based Ist. Division commander Maj.-Gen. Pichit 
Kullavanich, 51 — his eventual path to the 
army's top post now obstructed — was concur- 
rently appointed deputy Ist Army Region com- 
mander under Lieut-Gen. Pat Urailert, who is 
due to retire next year." The word “obstructed” 
should have read "clear." The error is regretted. {> 
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pared to take arion constructive 
sures in on with the British to 
stabilise Hongkong's economy, provided 
Britain acknowledges that sovereignty [in- 
cluding administrative powers] will revert 
to China. by that date." This remark 
clearly had wider implications than the 
development of industry, and might be 
seen by Britain as a hopeful sign that Pe- 
king had at last begun to acknowledge the 
need for it to take an active role in plan- 
ning and setting up the framework for the 
special administrative region status which 
Peking has offered Hongkong. 

In the previous week, the media had 
laid out a detailed explanation of China's 
argument against "division of sovereignty 
and administration." An article attributed 
to the journal International Studies, but 
clearly a heavyweight policy statement in 
nature, began by attacking Thatcher's re- 
marks on September 27, 1982, in Hong- 
kong when she defended the validity of 
the unequal treaties of 1842, 1860 and 
1898, and said Britain had a “moral re- 
sponsibility" towards the people of Hong- 
kong. The article, signed with what ap- 
peared to be a pseudonym, cited leading 
Western authorities on international law 
as saying treaties signed under threat of 
military force could be disregarded and 
were invalid. It challenged Britain's 
"responsibility. towards the people of 
Hongkong" on the grounds that only the 
Chinese Government could speak for the 





the most recent round of talks reflected 
the atmosphere of the debate over Hong- 
kong's future. The communique was is- 
sued separately by а spokesman for the 
British Embassy in Peking and by Xinhua. 
The statement said: "The Chinese and 
British sides held talks on the Hongkong 
issue on September 22 and 23 in Peking. 
The fifth round of talks is scheduled to 
take place on October 19 and 20 in Pe- 
king." 

Just before the talks resumed after a 
summer recess, the Peking authorities or- 
chestrated an increasingly hostile attack 
on the British and Hongkong govern- 
ments in the official People's Daily and in 
leftist Chinese-language newspapers in 
Hongkong. Peking now seems to regard 
the British not as partners in seeking a sol- 
ution to Hongkong's long-term future, but 
rather as adversaries. 

British and Chinese exchanges have 
worsened over the past year since the 
meeting between British Prime Minister 
Margaret Thatcher and Chinese leader 
Deng Xiaoping. The two leaders emerged 
from that meeting with a joint declaration 
which said: “Today the leaders of the two 
countries held far-reaching talks in a 
friendly atmosphere on the future of 
Hongkong. Both leaders made clear their 
respective positions on the subject. They 
agreed to enter talks through diplomatic 
channels following the visit with the com- 
mon aim of maintaining the stability and 
prosperity of Hongkong." 

Both sides have fallen short of that aim, 
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7 
Thatcher: far from dumbstruck. 


Chinese compatriots living in Hongkong. 

Thatcher, meanwhile, was far from 
dumbstruck by the Chinese verbal bar- 
rage. Answering questions from Ameri- 
can correspondents in London, the prime 
minister said it was only the expiry of the 
New Territories lease that made Hong- 
kong different from other former British 
colonies such as Singapore, and that 
Hongkong would have been independent 
long ago had it not been for the lease — a 
most questionable assertion. This was 
guaranteed to annoy the Chinese still 


re de jur 1 


Doubtless, amore derailed Les be 
being prepared: 

China has all along adhered to its posi 
tion that Hongkong is not a colony in the 
normal sense of the word, but a part of 
China “temporarily administered by Brit- 
ain." Nonetheless, Peking is somewhat in: 
consistent in this, for whenever there ig а 
question of Britain retaining some at 
ministrative role after 1997, China | 


7A 


mediately denounces Britain for‘ ‘wanting _ 


to continue its colonial rule." 


period leading up to and during the fourth” 
round of talks is mild by comparison with: 
earlier political polemics over Hongkong 1 
It is certainly in contrast to the invecti 
poured out in 1967 during the communist- i 
led riots in the territory. 
China’s sharp warnings to Britain not to 

“play the economic сага” could mask con- - 
siderable dismay at the sensitivity of the- 
economy to political winds — something | 
the British have been trying to convince. 
the Chinese of since the talks began. Hi 
financial circles in eae h 
suggested earlier that there would have 
be “some blood on the carpet” before 
China would realise the seriousness of th 


In all, the — 
language of Chinese propaganda in the | 
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consequences of playing politics with — — 
Hongkong. Now the blood is on the floor, — 


and it remains to be seen who will clean i 
up. 
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past year, and the stockmarket has also 
taken a beating, with the local Hang Seng 
Index dropping 63.58 points to 785.48 on 
the second day of the latest round of talks. 
An already jittery public queued up at 
supermarkets to stock up on food before 
the Hongkong dollar’s weakness was re- 
flected in the prices of imported food, 
which for the most part is purchased in 
foreign currencies. 

Hongkong Financial Secretary Sir John 
Bremridge, in his half-year economic 
review on September 16, attributed the 
fall of the Hongkong dollar to reasons 
other than economic. His statement was 
later echoed by other Hongkong civil ser- 
vants and local bankers: the decline in the 
value of the Hongkong dollar, they said, 
was caused by a great loss of confidence on 
the part of the Hongkong public who were 
shaken by China’s pronouncements on its 
arrangements for Hongkong’s future. 

But the British and Hongkong govern- 
ments must shoulder the blame for the 
free-fall of the Hongkong dollar, the pro- 
Peking Hongkong newspapers charged. 
The newspapers attacked the deliberate 
non-intervention of the Hongkong Gov- 
ernment, even when the currency's value 
plummeted 20% in one week. They de- 
scribed the policy as “flashing ап 
economic card” and said it was part of a 
campaign championed by the Hongkong 
Government to underline the British 
negotiating position. An editorial in one 
of the pro-China newspapers accused the 
British of manipulating the value of the 
Hongkong dollar to serve its own political 
purposes and said British firms were ac- 
tively selling the Hongkong dollar short in 
Overseas markets. 


he leftist newspapers claimed that the 

Hongkong dollar is depressed, despite 
hopes brought about by rising orders from 
Hongkong's export markets, because the 
Hongkong Government has long pursued 
an economic policy which encourages 
price rises and ignores manufacturing in- 
dustries. The newspapers said Hong- 
kong's economic achievements of the past 
30 years were the result of the hard work 
of the Hongkong Chinese, coupled with 
support from China in the form of con- 
stant water supplies, fuel and cheaply 
priced staple food items. 

“In 1982, the mainland sold to Hong- 
kong 2.47 million head of live pigs, ac- 
counting for 97.24% of what was in the 
Hongkong market; more than 30,000 ton- 
nes of fresh fish, or 85.1% of total 
supplies. Eggs [from China] accounted for 
82% of what was on the Hongkong mar- 
Ket; rice 56%, and toilet paper, which 
everyone needs, was 91% supplied by 
China,” Xinhua said. According to Y. C. 
Jao, reader in economics at the University 
of Hongkong, if Hongkong imported 
foodstuffs from places other than China, 
the cost of living in Hongkong in 1961-73 


would have risen by at least 15% more for 


the same amount of consumption. 
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tered Chinese claims that 
to hang on to its colonial role. She said 
that, but for the special status of Hong- 
kong, “it would have been independent 
years ago. It would have been another Sin- 
gapore.” Thatcher added that the fall of 
the Hongkong dollar was due to financial 
and political uncertainty in the territory. 
Her comments were quickly countered by 
China, which noted that its intention to re- 
claim Hongkong has been repeatedly 
stated for years and, therefore, Hongkong 
people have not been confronted with any 
new political surprises. 

Remedial measures to redress the loss 
of public confidence are now being hastily 
adopted by the Hongkong Government. 
Meetings of top-level Hongkong officials 
on September 24-25 produced a statement 
which indicated that steps were being con- 


rket: a dependence on China. 





sidered to help stabilise the Hongkong 
dollar’s exchange rate against the US dol- 
lar (page 114). 

The strengthening of the dollar was 
helped in part by the visit of Richard Luce, 
the minister of state at the British Foreign 
and Commonwealth Office (FCO), who 
met Hongkong’s Unofficial Members of 
and Legislative 
(Umelco). Luce said he had “listened very 
carefully" to the views put to him. Hong- 
kong was also pleased by the news of the 
new assignment of British Ambassador 
in Peking Sir Percy Cradock, who is due to 
retire later in the year. Cradock, chief 
negotiator for Britain in the Peking talks, 
will become a deputy under-secretary of 
state at the FCO with special responsibil- 
ity for the Sino-British negotiations on 
Hongkong's future. His voice will be a 
powerful one, for he will also become per- 
adviser on foreign affairs to 
Thatcher, replacing Sir Anthony Parsons, 
who was brought into the new post at No. 
10 Downing Street during the Falklands 
islands conflict. 





assurances were sig- 
p коеш 
given the highest priority 
by London. It was also a signal that the 
ritish intend to stick to their guns in the 
that the demonstration of the vul- 
nerability of confidence in Hongkong will 
help to shift Peking's stance, Cradock is 
not due to take up his new appointment 
until the end of the year and the current 
stand-off is likely to continue until his suc- 
cessor, reportedly Richard Evans 
(REVIEW, Sept. 22) takes his place. 














Fe the time being, therefore, Britain's 
negotiating stance will continue to be 
that dictated by Thatcher on the one hand 
and the hard-liners among Umelco on the 
other. Thatcher has apparently calculated 
that for the moment she stands to lose 
least politically by holding firm, a policy 
which wins the whole-hearted approval of 
Umelco, whose most vocal members de- 
plore any suggestion of Britain retreating 
from its current position — that both in- 
ternal and international confidence in 
Hongkong is dependent upon a continuing 
official British presence, providing an “in- 
sulation" from Peking. 

If Peking in its turn refuses to budge, 
next year the British are likely to adopt a 
more conciliatory approach, advocated 
from the beginning by the FCO. If such a 
retreat bears fruit (and is not seized on by 
an increasingly xenophobic Peking as a 
sign of weakness — a retreat from what 
was an untenably exposed position), the 
problem will remain of selling any result- 
ing agreement first to Umelco, then to the 
British parliament and thereafter to the 
people of Hongkong. Selling it to Umelco 
would probably prove difficult, but at 
least Thatcher will be able to say to 
Umelco that she pushed the hard line as 
far as she could. 

The tug-of-war between Britain and 
China over Hongkong continues, with the 
British still handicapped by their vow ofsi- | 
lence on the negotiations. However, while 
the British will continue to keep their side 


of the agreement with Peking to maintain 


confidentiality in the talks, Luce did make 
the first open response to Peking's prop- 
aganda onslaught, blaming China for the 
fall in the Hongkong dollar. 

Insofar as public opinion in Hongkong 


can be measured, it is évident that the 
overwhelming majority of people wish to 


maintain the status quo, and many are re- 
gretting Britain's decision to raise the mat- 
ter of the territory's future. Hongkong 
people are torn between their feelings of 
patriotism for “Mother China" and their 
reluctance to be ruled by the Chinese com- 
munists. 

A continued British presence appeals 


only to their desire for political freedom 
and material comfort. Peking is telling the 


Hongkong Chinese that they can rule 
themselves with a high degree of au- 
tonomy within a special administrative re- 
gion and that they can never be truly rep- 
resented by a foreign administration. To 
these arguments, so far, London has made 
no reply. 
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Advanced 
telecommunications 
is why. 





Mellon means world class 


Mellon has what it takes to be the 
best cash management bank in the 
world, with the most sophisticated 
computer and global telecommuni- 
cations systems available. 

We also have the people who can 
adapt them to your individual 
requirements and anticipate your 
future needs. 


Some of the new cash management 
products developed by Mellon— 
and made available to our corre- 
spondent banks—include: 
CONCENTRATION OF FUNDS: The 
first system of this type, designed 
specifically for foreign correspon- 
dent banks. By consolidating idle 
cash, you can take advantage of 
investment opportunities and 
reduce borrowings. We'll even fund 
accounts that fall below target 
balances. 


Mellon Bank 





BALANCE REPORTING: Our auto- 
mated system provides multi-bank 
balance reporting with multi- 
currency capabilities. Most of our 
correspondent bank customers get 
balance reports at the very begin- 
ning of every business day. 


These services are made available 
through Telecash*, Mellon's time- 
sharing communications system. 
Telecash moves information and 
transactions in seconds. It lets you 
monitor and control your account 
activity and cash positions from 
virtually anywhere in the world. 
If you'd like to know more about 
these and other Mellon cash man- 
agement services, contact any of 
our offices worldwide or write: 
International Cash Management 
Section, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230. 
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_ Other peoples possessions are 
as precious as your own: 
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our eontinents. Weleeme te eur werld. 


Nurse Sim 


is the one staff member 
we hope you never meet. 


Unsolicited letter from an actual botel guest 


Nurse Sim is in charge of the 
Mandarin Medical Clinic. She is 
happiest when she Баз nothing to 
йо. And so are we. But if 
something does happen and her 
attention is required, as it was in 
this instance, it's nice toknow you 
will be in excellent hands. 


n June 30, we arrived at. your fine hotel 
for a two-day visit, part of a 24-day tour 
of S.E. Asia and China. But on July 1, my 
husband had a severe heart condition and had 
to be hospitalised here until July 15. 
I wish to commend nurse Sim, of your 
hotel clinic, for excellent service to us. 
She had my husband examined by the 


doctor- in-charge who called in a heart specialist, 


Dr. Lim. 

He and nurse Sim accompanied us to the 
hospital in a taxi. She visited us in hospital, sent 
flowers and made numerous calls. 


РЕ 
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In the tradition of emperors. 


Represented by HRI. Your travel agent knows all about us. 





Your clinic is rendering a very fine service 
to hotel guests. 

I hope to return to your hotel again, when 
I may enjoy it, without my husband's illness to 
worry about. 


аре), Reda es 

Maxine I. Schade 

Professor, Food Service & Hotel Management 
Orange Coast College 

Costa Mesa, California 92626 

U.S.A. 
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FOREIGN RELATIONS 


A nettlesome neighbour 


The Indian prime minister's support for anti-Zia campaigners 
gives rise to new tensions between New Delhi and Islambad 


By Salamat Ali 

New Delhi: Soon after the improvement 
in New Delhi-Islamabad relations follow- 
ing the first meeting of the India-Pakistan 
Joint Commission in June, relations be- 
tween the two countries seem to be sour- 
ing again. This time the problem is centred 
on the protest campaign in Pakistan's 
Sindh province against the administration 
of President Zia-ul Haq. India has offi- 
cially expressed its sympathies with the 
demonstrators’ efforts to return democ- 
racy to Pakistan. 

The continuing protest, launched on 
August 14 by the Movement for the Res- 
toration of Democracy (MRD), was first 
mentioned on August 25 at the end of the 
last session of the Indian Parliament. The 
deputy leaders of the ruling Congress par- 
liamentary parties in the lower and upper 
houses simultaneously raised the issue of 
the arrest in Pakistan of 92-year-old politi- 
cal leader Khan Abdul Ghaffar Khan, one 
of the last surviving top leaders of the All- 
India Congress, which spearheaded the 
Indian independence movement. 

The government replied through identi- 
cal statements made in the lower house by 
Foreign Minister P. V. Narasimha Rao 
and in the upper house by Finance Minis- 
ter Pranab Mukherjee. They stated that 
the government had been watching with 
uneasiness and distress the recent happen- 
ings in Pakistan and the sufferings of the 
people who had been demanding the 
restoration of democracy there. They 
added: “We as a nation are committed to 
democracy." However, the significant po- 
licy statement was prefaced with the re- 
mark that India did not wish to say any- 
thing which might be construed by Pakis- 
tan's leaders as interference in the coun- 
try's internal affairs. 

Addressing her party's parliamenta- 
rians the next day, Prime Minister Indira 
Gandhi remarked that India never wanted 
to interfere in the internal affairs of other 
countries "but we have always and shall 
ever condemn acts of inhuman treatment, 
whether these take place in our country or 
outside, especially in our neighbour- 
hood." She recalled her letter to the Pakis- 
tan president about "the acts of torture" 
which Pakistan People's Party (PPP) presi- 
dent Nusrat Bhutto, widow of former 
prime minister Zulfikar Ali Bhutto, had 
been subjected to. Now she felt T eri 
concerned at the maltreatment of Ghaffar 
Khan “who no doubt is a symbol of free- 
dom and democracy." 

Arguing that India could not keep its 
eyes closed since the developments in 
Pakistan could have repercussions in 
India, Mrs Gandhi said that the people of 
Pakistan had been struggling for democ- 
racy because they had enjoyed democracy 


FAR EASTERN ECONOMIC REVIEW e OCTOBER 6, 1963 


very briefly under Bhutto. She added: 
“We are for democracy and shall ever be 
so. We have to oppose injustice 
everywhere. We want that there should be 
democracy everywhere and there is no- 
thing bad or improper in saying so." 
During his visit to Turkey, which fol- 
lowed Mrs Gandhi's statement, Zia al- 
leged that the threat to law and order in 
Sindh had been created by the PPP and 
that the campaign was being abetted by 
foreign sources which he declined to iden- 
tify. Later, in Islamabad, Pakistani In- 
formation Minister Raja Zafarul Haq 
went а step further and blamed “а certain 
country which recently was elected to the 
leadership of the non-aligned move- 
ment." A few days later, Pakistan's tightly 
controlled press alleged that large 
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Demonstrators in Sindh: repercussions in India. 


amounts of Indian money and arms were 
entering Sindh. Both India and opposition 
leaders in Pakistan ridiculed the charge. It 
was argued that no bribe could induce 
people to face hard labour in jails, flog- 
gings and confiscation of property — the 
punishments being awarded to agitators 
by the military courts in Pakistan. 


rs Gandhi's critics at home and abroad 
have taken issue with her state- 
ment, which has stirred up a heated de- 
bate on both sides of the border. Indian 
Lok Dal party chief Charan Singh, a 
former prime minister, Bharatiya Janata 
Party leader Atal Behari Vajpayee and 
the Zia government in Pakistan have de- 
scribed Mrs Gandhi's statement as an un- 
warranted interference in Pakistan's inter- 
nal affairs. Anti-Zia Pakistani political 
leaders currently outside the country have 
supported Mrs Gandhi's statement. 
In Pakistan, the reaction of anti-Zia ele- 


ments was epitomised by a widely quoted 
statement from the general secretgry of 
the Jamiat-ul-Ulema-e-Pakistan, which 
has been steadily distancing itself from the 
Zia regime. He asked: "How can Mrs 
Gandhi's expression of sympathy be inter- 
vention when our own government has 
been demanding a representative govern- 
ment for Afghanistan?" The Jamiat is à 
rightwing religious group involved in poli- 
tics. 

In India, the debate over Mrs Gandhi's 
statement is on a calm intellectual level, 
This is demonstrated by a newspaper de- 
bate between two former Indian foreign 
secretaries. T. М. Каш, citing a United 
Nations human-rights declaration, ar- 
gued that in recent years international law 
had developed to the point where it was 
legitimate for governments to support 
civil-rights movements in other countries. 

Opposing this view, C. S. Jha wrote in 
the Times of India: “If Kaul's thesis were 
to be accepted, our government should 
not only support the MRD in Pakistan but 
also similar movements in Bangladesh, 
which is also under [a] military regime and 
martial law, and in other countries in 
Asia, Africa, Europe and Latin America 
having totalitarian regimes unfortunately 





too numerous to mention. And by the 
same token we should not mind if other 
governments comment or criticise hap- 
penings in India or lend verbal support to 
dissident or. anti-government movements 
here.” 

The latest input in the debate has been 
from Mrs Gandhi herself who declared in 
Bombay on September 15 that non-inter- 
ference did not mean that Indians should 
keep their mouths shut over the happen- 
ings in neighbouring countries. This un- 
equivocal policy worries the Zia regime, 
especially because of the previous military 
government's experience of 1971 when its 
ruthless suppression of popular criticism 
led to the breakup of East and West 
Pakistan into Bangladesh and Pakistan. In 
that context, Mrs Gandhi's statement is 
interpreted as a veiled warning that India 
might not remain a mere spectator should 
a military crackdown in Pakistan further 
alienate the rulers and the people. r 
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Shelving a pro 


Norway proposes that a United 


East Timor should be postponed for a year 


By Ted Morello 

New York: With Norway playing the role 
of honest broker, a formula has been 
worked out to avoid a United Nations 
General Assembly showdown over East 
Timor and to give the agenda item a one- 
year cooling-off period. If the strategy 
works, the issue will be quietly shelved 
permanently next September without a 
loss of face by any of the protagonists — 
all of which have claims on the territory. 
Indonesia seized the Portuguese colony in 
1975 and formally integrated it the follow- 
ing year. Portugal is still recognised by the 
UN as East Timor’s administering power, 
but Fretilin, an indigenous movement 
seeking independence for East Timor, 
has also become à protagonist in the UN 
debate. 

As a follow-up to Secretary-General 
Javier Perez de Cuellar's decision not to 
submit an East Timor report to the current 
38th assembly, Norwegian Ambassador 
Tom Eric Vraalsen proposed in the assem- 
bly's steering committee that debate on 
the item should be postponed until the 
39th session. Vraalsen based his proposal 
on his soundings of the concerned parties 
and on the secretary-general's decision 
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ny 


s debate on 


not to report on East Timor this 
year because of unspecified “re- 
cent developments” (REVIEW, 
Sept. 8). The committee ac- 
cepted Vraalsen’s recommen- 
dation without debate, and on 
September 23 the full assembly 
ratified the decision. 

In an interview, Vraalsen de- 
scribed himself as a “disin- 
terested party” and pointed out 
that Norway has taken a neutral 
stand on the issue by abstaining 
in the annual voting since it first 
came before the general assem- 
bly in 1976. He said he has been 
in contact with all three con- 
cerned parties. Vraalsen said he 
had “been approached" to pro- 
pose the postponement, adding: “А con- 
frontation in the assembly at this time 
would not have been helpful and might 
possibly have had a negative effect on the 
contacts that are going on.” 

There have been sporadic contacts in 
East Timor between representatives of 
Fretilin and the Indonesian Government. 
In addition Perez de Cuellar has assigned 
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A peace force under fire 


A study of Japan’s possible role in UN peacekeeping activities 
prompts concern over the use of Japanese soldiers overseas 


By Mike Tharp 

Tokyo: The Japanese Government and a 
private study group decided on September 
22 to drop part of a report to the United 
Nations on UN peacekeeping activities 
and Japan's possible participation іп 
them. Foreign Minister Shintaro Abe was 
scheduled to present the accepted por- 
tions of the report on September 26 to UN 
Secretary-General Javier Perez de Cuellar 
in New York. 

Although the decision to withhold the 
section of the study dealing with options 
for greater Japanese participation in the 
world body's peacekeeping activities may 
calm domestic criticism, it could also leave 
Tokyo vulnerable to charges that the gov- 
ernment is not serious about raising 
Japan's global political profile. However, 
the study group's chairman, Shizuo Saito, 
said in an interview that his group's report 
would open the door to public debate in 
Japan on the country's future role in inter- 
national peacekeeping operations. 

"We think Japan should contribute 
more to the peace-maintaining activities 
of the UN,” Saito said, “but we are quite 
conscious this problem is very touchy. 
Therefore we didn't say anything about 
the dispatch of [Japanese] Self-Defence 
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Forces [SDF]." Saito was Japan's ambas- 
sador to the UN in 1973-76. 

Up to now, Japan's role in UN 
peacekeeping activities has been exclu- 
sively financial. Five UN operations are 
now in place throughout the world. This 
year Japan has contributed US$13.3 mil- 
lion to those functions — in Cyprus, the 
Golan Heights, Lebanon. on the Indo- 
Pakistan border and in Sinai. In total con- 
tributions to the UN, Japan ranked sec- 
ond behind the United States in 1981 and 
1982, paying out US$144.7 million and 
US$162.9 million respectively 


L^ year the UN secretary-general ask- 
ed member states to provide recom- 
mendations on how to improve the organi- 
sation's peacekeeping activities. The pri- 
vate Japanese study group, which in- 
cluded people from the universities, 
former government officials, the press and 
а business research institute, was formed 
in mid-1982. 

The group submitted the report in Sep- 
tember to the Foreign Ministry and pro- 
posed steps to strengthen the UN Security 
Council and other internal measures. But 
it also listed seven ways Japan could coop- 


Pro-Jakarta demonstration in East Timor: no longer an issue. 





Undersecretary-General Rafeeuddin 
Ahmed — his special representative on 
Southeast Asian humanitarian affairs — 
to help settle the dispute. 

Between now and next September's as- 
sembly session, Ahmed can be expected 
to play a conciliatory role in any discus- 
sions among the concerned parties. Under 
the most optimistic scenario, sufficient 





Japanese paratroopers: no action abroad. 


erate further with peacekeeping missions: 
financial and other material support: par- 
ticipation in election observation and 
supervision; medical activities; communi- 
cation and transportation activities; police 
activity; logistics, and patrolling. The last 
three areas became controversial when 
the report was made public 

The Japan Socialist Party, the Com- 
munist Party and some major newspapers 
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The consensus anii p diplomats agrees 
with Indonesia’s: assessment of à voting 
outcome but not necessarily with its posi- 
tion on Timorese’ self-determination. Pri- 
vately, for example, other Asean delega- 
tions have been sceptical about the "inte- 
gration." Nevertheless, théy have loyally 
voted with Indonesia in the interest of bloc 
solidarity, though with.a touch of embar- 
rassment. To Jakarta's our Asean allies 
the debate. moratorium comes as a 
scarcely concealed relief. : 








railed against that part of the report. 
Asahi Shimbun, the nation's second: 
largest newspaper. said in an editorial on 
September 20: “The report calls for Japan 
to participate eventually. in the ceasefire 
monitoring and patrolling activities of UN 
forces. Why does Japan have:to partici- 
pate in such activities, which would in- 
volve the dispatch of Self-Defence Force 
members? Why is it not.énough for Japan 
to send civilians.to monitor elections and 
carry out medical activities?" 

Saito insisted that his group did not in- 
tend to propose sending Japanese soldiers 
overseas to join peacekeeping missions. 
"We wanted simply to present topics to be 
discussed by the people," he said. “If the 
people do not want t0 cooperate with the 
UN, to go ahead is nonsense. We пева 
consensus, otherwise there will be no full 
cooperation with the UN.” 

-Opponents claim the report moves the 
government further along the road to an 
offensive military force and that the con- 
stitution forbids Japanese defence forces 
from being used outside Japan. 

Although the controversial section of 
the report has been shelved temporarily, 
its formulation sets the stage for a future 
discussion on the issue within Japan. 
Masataka Kosaka, a security expert at 
Kyoto University, believes that more ас- 
tive involvement by the SDF in clear-cut 
peacekeeping missions would improve 
Japan's international image and enhance 

the reputation: of soldiers and pu 













By K. Das 

Kuala Lumpur: Nadi Insan, or The Pulse 
of Humanity, was hardly a mass-media 
magazine, During its 53 months of life, the 
journal of social analysis peaked at a circu- 
lation of around 8,000 early this year, but 
dropped to 6,000 because improvement in 
paper quality and format had quadrupled 
the newsstand price to M$2 (85 US cents). 
It came to prominence in June, when it 
first published the story of what are now 
termed slave-labour conditions in the 
Selanchar Empat oil-palm estate in the 
state of Pahang (REVIEW, July 28). 

That affair culminated on September 
15, with the subcontractor of the estate, 
R. Krishnan, being charged with 15 of- 
fences involving labour and the national 
Employees Provident Fund. 

On the same day, Nadi Insan was in- 
formed by the publications division of the 
Home Ministry that its permit to publish 
had been iN for the rest of the 
year. The journal is published by the Insti- 
tute of Social Anal is (Insan). a non-pro- 
fit rescarch organisation. 

However, the offending article in the 
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-| A small monthly magazine is suspended, raising 
new concern over the government's press policies 
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magazine was not the one on Selanch: 
Empat. Nor was it an article in the Au, 
issue which questioned the action 
judge in ү. and implied that he had 
on a case where he had no jurisdiction 
Instead, the Home Ministry picked 
what most people regard as a “soft” in 
view with Tunku Wira, the head о 
Thai Muslim separatist movement 
Patani United Liberation Organisat 
(Pulo). Wira, according to Nadi In 
sources, was interviewed abroad; >. 
The Home Ministry's suspension le 
was its fourth communication with: 
magazine this year. The first, in Janu: 
banned the December 1982 is А 
carried a cover story on Brunei. The art 
cle featured a cartoon of the sultan inm 


















































like the logo of the Royal Dutch/S 
group and labelled “Takhta Shell” (Sh 
throne). The article was titled “Brune 
Independence without meaning.” 

Replying to the letter, the chief ed 
of Nadi Insan, Mohamad Nasir Has 
said that the magazine 5 ood: by its 
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absolute monarchy after independence 
rather than a constitutional monarchy. 

- The ban on the single edition, according 
to Nadi Insan’s supporters, should have 
taught the editors some sense of discre- 
tion. But the February edition celebrated 
the 20th anniversary of Singapore’s Oper: 
ation Cold Store, in which leading politi: 
cal opposition figures were detained. The 
magazine's tabloid format featured on its 
cover a cartoon of Prime Minister Lee 
Kuan Yew as a hulk of a man with long 
fangs. 

The Home Ministry's publication divi- 
sion again wrote Nadi Insan a show-cause 
letter on February 12, asking why the 
magazine should not lose its permit. 
Again the editor explained that the 
magazine did not have to reflect govern- 
ment policy in international relations, He 
also said that he could not see why Nadi 
Insan should be banned in view of the fact 
that the administration called itself lib- 
eral. The letter was dated February 25. 

The Home Ministry's third show-cause 
letter was dated July 27. It referred to the 
two earlier letters and touched upon the 
Pulo interview and asked why the 
magazine's permit should not be revoked. 
The reply was substantially the same, with 
the editors now pointing out that the gov- 
ernment was one which called itself liberal 
and open. The magazine's reply was 
answered within three weeks and the ban 
went into effect immediately. 


t а press conference Nasir said that the 

suspension “is basically equivalent to 
banning us. We know this is the way to 
curtail our activities. We helped expose 
slavery in modern Malaysia and that hurt a 
lot of people in that it affected a lot of 
people in high places." 

Another member of the editorial staff, 
Jomo K. Sundram, declared that it was 
important to consider the ban in connec- 
tion with other restrictions to the press 
which have been developing recently — 
for instance, the proposed restriction of 
the import of foreign publications and the 

lan to centralise the distribution of 
oreign news through the government 


` controlled agency, Bernama. 


Members of the academic community 
said that Insan and Nadi Insan officials 
represented what can be called the Malay 


_ Left. Unlike the Chinese Left, which has 


disappeared with the Communist Party of 
Malaya, the Malay Left has never truly 
emerged in party form because of allega- 
tions that the Left is anti-Islam. 

- But there is little indication that Nadi 
Insan was punished because of its political 
persuasions. "The government in this 


- country has reacted nervously in times of 


economic difficulties with newspapers and 
magazines that upset the international cli- 
mate," one historian pointed ош. 
*Exactly 10 years ago, a magazine called 
Truth was banned during the oil crisis be- 
cause of its treatment of international 
trade relations. Once again, when 
Malaysia is facing economic difficulties, 
another critic of friendly neighbouring 
countries is being silenced." [г] 


that Brunei was heading for a system of | SINGAPORE 
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The republic is seeking to make the most of its 
talent, a continuing preoccupation of its leader 


By David Jenkins 

hen Prime Minister Lee Kuan Yew 

plunged into a discussion of heredity 
and genetics on August 14, he stirred up a 
hornet's nest of debate over "nature ver- 
sus nurture" that continues to this day. 
The thrust of Lee's speech — that if pre- 
sent trends continued the proportion of 
educated people in Singapore would go 
down in the near future — was seen, rightly 
or wrongly, as a primer on genetics and as a 
rather pointed suggestion that the poor 
should not have children while the edu- 
cated must produce many more. 

In fact, the prime minister's aides has- 
tened to note, the speech was no more 
than a concerned commentary on the 
changing pattern of procreation in Singa- 
pore. The critics — and there are many — 
have seen intimations of an Orwellian 


On parade at Tanglin technical college: beating the brain drain. 





1984 in the prime minister's approach. 
They have reacted with wariness to the 
news that government departments must 
now ferret out information about the edu- 
cational achievements of officials’ wives; 
they have greeted with scorn and derision 
the idea of sending a senior official to 
Japan to study computer mating 
techniques. 

The speech, it is suggested, was offen- 
sive to women, to the poor, and to those 
ethnic groups, most notably the Malays, 
who stand at the bottom of the social and 
economic pyramid and Who tend to have 
larger families. In the ensuing furore there 
has been little attempt to understand 
Lee’s broader purposes. Nor has there 
been much comment on the fact that Lee 
has been toying with the subject of gene- 
tics and the inheritability of intelligence 
forthe past 15 years. — = 
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Seen in its wider context, the speech is 
simply the latest manifestation of Lee's 
perennial theme — that Singapore lives by 
its wits and that it must try to ensure that it 
has as many talented and well-trained 
people as possible and that there must be a 
constant replenishment of the talent 

1. 

In the past, Lee has often said, Singa- 
pore cast its net wide, drawing talent from 
many parts of Asia, “When you throw the 
net for big fish,” he said in 1980, “the big- 
ger the pond, the bigger the fish. The net 
that brought in this generation was thrown 
in a big sea that stretched across Malaysia, 
to South China, to South India, to Ceylon 
. . . Now we are throwing the net into a 
small pond. It's going to have less big 
fish." Implicit in this thinking is the notion 
that a migrant is 
somehow  differ- 
ent from the pool 
from which he 
emerges, set apart 
by his initiative in 
moving оп to 
greener pastures 
— an argument, 
some might sug- 
gest, that appears 
to take little cogni- 
sance of the fact 
that "push" fac- 
tors had as much 
to do with emigra- 
tion from places 
such as China as 
“pull” factors did. 

But the matter 


does not stop 
there. Having 
survived, indeed 


wooo | thrived, on strange 
shores, the theory 
seems to run, the migrant has passed a sec- 
ond test. Conversely, it would appear that 
those who have been in Singapore a long 
time and who have not made it to the top 
must somehow lack what it takes to get on 
in the world. 


ез answer to this “dilemma” is two- 
pronged. Convinced that the pool of 
home-grown talent is finite, the prime 
minister has stressed the need for a sup- 
plemental source of outside talent. This is 
necessary, he argued in an article last 
year, if the republic is to continue to be 
managed effectively and make it into the 
era of high technology. In a homely anal- 
ogy, Lee argues that Singapore-born ta- 
lent must be the “pillars on which we can 
place the cross beams and struts of 
foreign-born talent.” At the same time, 
Lee argues that steps should be taken to 
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ensure that Singapore makes the most of 
its existing talent pool, a notion that lies 
behind his concerngthat educated women 
are either not matrying or, if they do 
marry, are tending to have fewer children 

Lee has made much of the fact that up to 
now a disproportionate number of Singas 
pore's leaders were born outside thècre= 
public. In 1960 only two of the nine 
cabinet ministers were Singapore-born; 17 
of 90 super-scale public servants and 10 of 
38 senior academics were Singapore-born 
This situation has now changed considera- 
bly. By 1980, seven of the 15 cabinet 
ministers were Singapore-born as were 
333 of 519 super-scale public servants and 
44 of the 141 top academics. 

Still, Lee asks whether there is enough 
talent in Singapore to maintain future 
standards. “My answer," he said last year, 
"is a qualified yes, qualified because it de- 
pends on whether we succeed in recruiting 
talent from outside to supplement Singa- 
pore-born talent." It is not that Singapore 
lacks talent, Lee insists, but that it has 
been able to achieve so much more “be- 
cause we had doubled our talent pool by a 
brains inflow,” Singapore's performance 
was due to this extra pool of trained talent 
Unless more brains were attracted, Lee 
argued, “we shall not make it into the era 
of computers and robots." 

All this mildly. apocalyptic talk about 
not making it is very much in tune with 
Lee's now-familiar tactic. of drawing the 
best out of people by evoking a more-or- 
less permanent sense of crisis. And the 
talk about bringing in outside talent, 
coupled with an implicit suggestion that 
Singapore's existing talent pool is some- 
how deficient, contrasts sharply with the 
approach of leaders in neighbouring coun- 
tries. Elsewhere in Asean, leaders are 
striving most assiduously to reduce the 
number of foreigners and stressing at all 
times the inherent strengths of their 
peoples, not their weaknesses. 

To maintain the talent pool, the govern- 
ment has embarked over the years on a 
number of ventures aimed at attracting 
the best and the brightest to Singapore, 
though with something less than full suc- 
One such scheme, known by the 
acronym Cats (Committee for Attracting 
Talent to Singapore), was a head-hunting 
exercise in which the government looked 
for people (presumably Chinese) abroad. 

But after scouring the universities in 
Britain, the United States, Canada, Aus- 
tralia and New Zealand, the government 
came up with only 80 graduates, few of 
whom, it seems, were all that impressive. 
Because it has not proved easy to per- 
suade talented Chinese in the West to set- 
tle in Singapore, the government has em- 
barked on another tack — inviting prize- 
winning physicists and computer scien- 
tists, many of them Chinese-Americans, 
to attend conferences and seminars in Sin- 
gapore 

This allows Singapore to tap their 
brains, at least on a short-term basis, while 
having them affirm Singapore's success. 
At the same time, the government is press- 
ing ahead with its efforts to recruit foreign 
teaching staff for the National University 
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of Singapore. “The prime minister is ob- | 
sessed with talent," said one Singaporean, 
“with how to preserve talent and expand 
гаје Ple is also obsessed, ir mipghi.be 
added, with the management of sticeéss — 
with safeguarding what has beemrpainstak- 
ingly;built up. Very few societies; it is ar- 
gued; have handled this well 


he other side of this coin is that Singa- 

pore is faced with an unremitting brain 
drain, a problem made more acute by the 
fact that those who have the highest qual- 
ifications are the very ones who have the 
least difficulty in pulling up stakes and 
finding a home and a job in the West. 
This, not surprisingly, is a problem to 
which Lee has directed his attention quite 
often. 


On the home front the prime minister 
has long been interested in the quastion of 
making the maximum use of the available 
talent. One obvious way of doing this is 
the provision of equal educational oppor- 
tunities for all children, an area in which 
Singapore was anything but tardy. By the 
late 1960s, however, Lee was poring over 
reports by Western geneticists who had 
сате to the conclusion that intelligence 
was principally determined by heredity 
Fhis, if true, had disturbing implications 
and Lee was not slow to respond to possi- 
ble problems. 

In the parliamentary debate on the 
Abortion Bill in 1969, Lee said one of the 
noticeable trends in the developed coun- 
tries was that parents with more education 
had smaller families than those with less 
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„| on one or two children, could nurture and 
















was principally 
lies the problems they created 

dren were compounded. Re- 

ime, attention and care, lavished 


develop. the natural endowments of the 


| children to their fullest extent. But when 


“spread and frittered over six or more in 
the family," a child was prevented from 
getting the chances he could have got in a 
smaller family. In urbanised Singapore, 
this could become an acute problem. 

"Every person. genius or moron, has a 
right to reproduce himself," Lee said. But 
unless the less educated concentrated 
their limited resources on one or two, Lee 
argued, their children would always be at 
the bottom of the economic scale. This 
would lead to a trend which would leave 
society "with a large number of the physi- 
cally, intellectually and culturally 
anaemic." 

In March this year Lee returned to this 
theme. At a garden dinner party at the Is- 
tana, the official residence of the presi- 
dent, he said that his confidence that 
young Singaporeans had what it took to 
withstand hardships was based on genetic 
research in the US which had found that 
80% of a person's make-up was inherited 
and 20% moulded byvinfluences of envi- 
ronment and upbringing. “I am banking 
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Lee's birthday wishes 

The prime minister turns 60 and ruminates once again on _ 
the prospect of handing over to the younger denorenon | 


Ву V. С. Kulkarni 
0: September 16, to the ringing applause 
of about 1,000 social notables of 
Singapore, Prime Minister Lee Kuan Yew 
made a birthday wish. Ten years hence, 
Lee said, he would like to be able to sit 
back and survey a thriving Singapore with 
a younger prime minister well established 
in a relationship. of trust and confidence 
with the people. It was Lee's 60th birth- 
day, an occasion considered particularly 
auspicious in Asian tradition, when a man 
prepares to withdraw from the rough and 
tumble of worldly affairs. 

For Singaporeans, the birthday party 
was the talk of the town and almost a state 
function which was eventually broadcast 
over official radio and TV. President 
C. V. Devan Nair came to the party in his 
personal capacity, dispensing with matters 
of protocol. The sponsors of the function 
sang the praises of Lee while waitresses in 
Chinese fairy costumes paraded with bas- 
kets full of peaches, the Chinese symbol of 
longevity. Second Deputy Prime Minister 
$, о аара Е fol lled his role as the in- 





sidered opinion of one who has long po 
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dered these matters. And that is precise 
vhat worries some pes ea 







E 4 
ding t it isa pie that intelligen! 
women don't have [many] children. Ви 
is the hint of genetic engineering that d 
turbs people.” 

Many officials in the ruling People’s A 
tion Party share Lee's views on geneti 
this source maintains. “It was alwa 
there, but it was something they said. 
private. It was only alluded to in publi 
Now he has said it all publicly, and we see 
the storm that has resulted." Anoth 
source takes the same view. "The na 
nurture argument is not new," he sai 
"But why make that statement at the 
tional Day celebrations and in that сс 
text? Frankly, I question the political 
dom of it, quite apart from any debate 
over the facts. It went down rather badly 
with a lot of people." 

Lee's approach has always been to pi 
sue a number of tactics simultaneously: 
the basis that if one system. should f. 
there are a number of alternatives, Ma 
may disagree with and disapprove o 
views on genetics. But his answer woul 
doubtless be that even if there is only 
slim chance that it is à valid proposition. 
cannot do any harm to cover your bets 










































































true to his style, Lee launched on. a d 
course reminiscing about Singapore 
and outlining his hopes for its 
More important, Lee dwelton the issue 
leadership succession, which has been 
permost in his mind in recent years. Th 
was Lee's second birthday celebrated 
public, the first being in 1973 whe 
turned 50. And there were some reve; 
threads of continuity between. h 
birthday orations. 

Harking back to his 1973 
which was organised by Nair, t 
tary-general of the National Trades 
Congress (NTUC), Lee recalled: 
past 24 years were not pre-ordained 
the future.” Lee was voicing tha 
tain feeling common to most of the: 
generation leaders of the ruling Peop 
Action Party (PAP), which came to: pow 
in 1959. The sense of insecurity arose о 
of the accidental birth of this tiny city-stz 
without natural resources or hinter 
and the economic problems. of the 1 
before a dopre .of. -pros, 
achieved. 

Some of the reasons f 


















the traumatic separati 







and the Indonesian policy of Confronta- 
tion «— have been overcome with the 
emergence of Asean. In 1973, Lee stress- 
ed the harmony among Asean partners 
and the resulting regional stability. He re- 
_ peated that this time. At any rate, the di- 
. minishing distrust between Singapore and 
` its immediate neighbours has removed 
external cause for concern. Grooming a 
new leadership to take over the adminis- 
tration of the country, is, however, 
another matter. 

As Lee said 10 years ago and em- 
phasised again, most young Singaporeans 
take their prosperity for granted without 
| being aware of the hardships of the earlier 
generation and the uncertainty of con- 
tinued economic growth in the future. 
_ While passing on the dedication of the 
- . older generation to the youth has been 
— Lee's unflagging mission over the years, 
the PAP seriously began recruiting new 
talent only in the second half of the 1970s. 

Many young bureaucrats and business 
executives were drafted to run for parlia- 








bs chamber to the u 
ment to which people er 
could be nominated or « 
option was for the PAP n 
tain constituencies, mal 
opposition. 

Although not many p: 
such a change of heart c 
PAP, after the publi 
November conference sp 
became thick early this 
by-elections were in tl 
could weed out the deat 
PAP and bring in some | 
opposition ranks in the p 
ever, PAP leader Goh 
reports about impendi. 
putting paid to yet am 
testing the second-ger 
ship at the hustings. A' 
not be confirmed whett 
given up the idea of encc 





The induction of Ong and others at the 
upper levels of the party was intended to 
expose them to grassroots electioneering, 
to give them experience in running gov- 
ernment departments and to test their 
mettle in parliamentary debates. Given 
the pyramidal structure of the PAP and 
Lee's domineering presence, younger 
leaders either cannot risk or are not al- 
lowed to build their own independent con- 
stituencies of support or bases of power. 
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Ac to some government insid- 
ers, while junior ministers run the 
routine chores of their departments, their 
influence over major policy issues is mar- 
ginal, such decisions being usually made at 
the very top. Anyone not pulling his 
weight or falling out of line is easily cast 
aside — as in the cases of Chen and Lim — 









ment and some were chosen to become opposition. 
ministers under the tutelage of PAP el- tion is n 
ders. By early 1980 seven younger minis- 1985. 

ters had emerged as the PAP's second-line Barring u 
leadership: Ong Teng Cheong, Goh Chok lopments an 
Tong, Tony Tan, Ahmed Mattar, S. at the 1985 g 
Dhanabalan, Bernard Chen, and Lim is reasonabk 
Chee Onn. Chen and Lim have since been the current s 


ters will forr 
future leade: 
and the gove 


- dropped from the cabinet and have taken 
- up business careers, though they remain 
PAP MPs. Two other junior ministers, 





Yeo Ning Hong and S. Jayakumar, were timing of L 
recently elevated to the second-line guard handit 
leadership, being made acting ministers in their success 

a minor cabinet reshuffle (REVIEW, Sept. settled. As n 
22). generation т 
Giving the juniors a crack at running the older than L 

show under the ever watchful eyes of their assumed th 
seniors is officially dubbed the process of 1980s the yo 
self-renewal of the PAP. How successful ers will be in 

the process has been so far is, however, dressing the 
open to question. Reminiscing over what d niversary ri 

- — he had achieved over the past 10 years, | | Lee: 10 years to sit back. 1980, Lee sa 
Lee said: “I have got together a core group 1980s, the se: 

= of younger ministers who can make for | with little chance of making a comeback to | ship . . . should be able tc 
— continuity of honest, effective and respon- | the corridors of power. But in his birthday spee 


— Sive government." 
Despite such birthday bonhomie, the 
experiment has apparently not come up to 
| Lee’s expectations. For as the prime 
- minister put it to a British journalist ear- 
~ lier this year: “The problem is not just to 
| find a new team, but one as motivated, as 
- fired by idealism, vision, dedication to a 
.. better society, which is probably not re- 
` producible, because we were the products 
. ofan ‚аре, à very special era in human his- 
— tory." Lee added: “I can't even get good 
. enough numbers of competent, able men 
.. who want to join the governing party. 
. . Barring some notable exceptions, the 
| way up the ladder of participatory rae 
ре ould 


In parliament the PAP had faced no op- | that һе would like to “sit 
position since 1966 until Workers Party | the day I become a grand 
leader J. B. Jeyaretnam won an upset vic- | 70 years of age] to survey 
tory in a by-election in October 1981. But | minister in charge of the 
the PAP has done little to facilitate the | observers have seen in thi 
functioning of the lone opposition MP. | tion that Lee may have 
Operating under difficult circumstances, | another decade in power 
Jeyaretnam lacks parliamentary experi- | necessary for a leader to 
ence and the kind of support and research | tirement a decade in 
staff taken for granted by legislators in | analysts feel Lee is in n: 
other democracies. Even! junior ministers, | over the reins of governi 
usually cautious in their public pro- | few years. 
nouncements, have tended to dismiss the Alex Josey, Lee's lor 
opposition's queries out of hand and have | and a former press secreta 
evaded the central thrust of some of the | earlier this year: *Mr Le 
questions. all world leaders should t 

Concerned with the fact that the one- | the degree of arrogance. I 
man opposition provided no opportunity | the best man to govern Si 
for the PAP juniors to hone their par- | added: *Mr Lee is worrie 
liamentary skills, Lee and the old guard | sufficient calibre will eme 
floated the idea last December that they | a great deal about this. H 
wanted an intelligent and constructive op- | long as he can. That is w 
position which could provide sparring | all the time to continue af 
partners to the ruling party's second-gen- iss d of gi ир. If 
eration leadership (REVIEW, Jan. 6). he is + 
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е NTUC, from whose ranks 
many 'of the elder PAP leaders graduated 
. and which has since developed a cosy re- 
— lationship with the government, is finding 
` it hard to attract rank-and-file activists 
~ from among the young workforce. Listen- 
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INTERNATIONAL 
BANGKOK хийетрик 


Here the ancient splendor of Thai culture meets the 
spectacular beauty of Bangkok's newest luxury hotel, sur- 
rounded by its own tropical 8% acre private park. Just 20 
minutes from the airport and 5 minutes from the superhigh- 
way, in the heart of Bangkok's business and diplomatic area, 
vou ll enjoy superb restaurants and fitness facilities, every 
business convenience and personal attention. You'll also enjoy 
an introductory saving of 25% off regular rates when you stay 
with us during 1983. And, of course, the art of gracious 
hospitality that Hilton International has practiced for 20 years 
in Asia/Pacific. Call your travel agent, апу Hilton 
International hotel, or Hilton Reservation Service: In Bangkok, 
call 252-8166; Guam, 646-7912; Hong Kong, 5-233111; 

Jakarta, 583051-65; Kuala Lumpur, 422122; Manila, 597415; 
Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; Seoul, 778-1351: 
Singapore, 7371900; Taipei, 331-5324; Tokyo, (03) 213-4053. 
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А. We have 250 offices 
` and more than 6,000 people 
ready to serve you in every part 
of the world. 

Including yours. 

We all know the world isn't 
getting any smaller. But the 
world of business certainly is, 
every day. That is due, in a very 
significant way, to the fact that 
most international borders no 
longer act as boundaries to 
business. | 

Because of that, it is critical 

_ for your business to have an 
. insurance organization that. 
— knows the local laws and reg- 
ulations of each country you. 


operate in. And, just as impor- . 


. tant, you need an insurance 


organization that has the re- 
sources and capabilities to man- 
age your wide-ranging needs. 


Is that too much to ask for? 


Does finding one insurance or- 
ganization that’s local all over 
the world sound impossible to 
you? 

There is one. 

AFIA. 

In fact, you may already be 
doing business with us. In the 
U.S. and some other countries 
we are known as AFIA, but in 
many countries around the 


world we are known by the 
: name of one of our affiliates or 
member companies— Aetna, 


The American, Fireman’s Fund, 


he smaller the v | gets, the big ег. 
your insurance organization has to be 


govern the way business is done 
© in each of their countries. And _ 
- because they know where the 


and expertise can make a big 


give you representation wher- 
` ever in the world you аге, 


service, please write to Bowdre P, Mays, Vice Pr 

























The Hartford, The Home, 
Monarch and St.Paul Fire and 
Marine insurance companies to 
name but a few. 


At АНА, we feel at hom 
all over the world, 

That's because we are at home 
all over the world. 90% оѓо 
6,000 people are local nation 
als, s so they know the idio- - 
syncrasies, the nuances, the. 
customs and the laws which 


pitfalls are, their knowledge 


difference for you. 

It's this combination of Bê 
expertise and AFIA’s enormous . 
worldwide resources which can 
make AFIA such an invaluable 
asset to your company. In every 
area of service and for every 
kind of insurance AFIA’s world- : 
wide network is there to assist . 
you, to be your eyes and ears, to — 


And that doesn't just mean - 
correspondence from the near- 
est АНА office. That means AFIA 
people on the spot, to help you 
in every way they can. — 

So, when it comes to protect 
ing your business anywhere in. 
the world, you should consider 
an insurance organization that 
is at home all over the world 


AFIA 


WORLDWIDE INSURANCE 


Insuring the world 
since 1918. | 


For more information on how АВА c. à 


AFIA Worldwide Insurance, HO William 
New York, NY 10038. Telex No. 42392 
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To other airlines, it's first class. To Alitalia, its our spacious Business Class - up front in our 
new 747's, Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion 
Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 
prices. But you don't have to wait until you're on board to experience our Business Class. 
It starts with a separate check-in where you can select your favorite seats. And an exclusive 


= = 
lounge at many airports around ће world, So, next time you fly, make sure you fly Alitalia УЛ { g ta i ia 
Business Class. Because at Alitalia, more than any other airlines, Business comes first 4 
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e ONE of the m 
of the Sino-Britis 
ture of Hongkon 
apologists h 


iy de ressing aspects 
eadiock over the fu- 
is that pro-Peking 
urned to the habit of 
bly false; doctrinaire state- 
ments, ha ng amply. proved over the 
Ee five y rs Or so that hey are e far too 






long as it catches mice. 

. One REVIEW staffer met an official of 
China's Xinhua newsagency at a recent 
function and asked her what she thought 
of the catastrophic crash of the Hong- 
kong dollar, “It is the fault of the Hong- 
kong Government, for printing too 
much money,” she snapped, getting sev- 
eral things wrong at once. As the people 





of Hongkong, many of whom have voted 
"^ with their o live not outside China 
but ошый itof the Chinese Com- 





the obvious lack of 
progress in the 997 talks by voting with 
their bank balances, shifting from Hong- 
kong’ dollars into greenbacks, Xinhua 
dismissed the British argument that a 
continuing British “insulation” was 
necessary for Hongkong’s prosperity as 
. a "major excuse" for clinging onto colo- 
nial power. It added baldly: “This argu- 
ment is.not based on facts and is there- 
fore untenable." So much for seeking 
truth through facts. 


No wonder the people of Hongkong | 


are showing how unconvinced they are 
that Peking understands how market 
mechanisms work. Apparently the 
Chinese authorities still believe that con- 
fidence can bé created by instructing 
people to put their hearts at ease. 

Very reasonably it pointed out that 
Hongkong’s prosperity was a result of 
the “diligence, wisdom and meticulous 
management” of the 98% Chinese com- 
patriots who make up Hongkong’s popu- 
lation. The agency has not, to the best of 
my memory, ever praised local manage- 
ment before, but it fits in nicely with the 
“self-rule by Hongkong people” line — 
which in fact all parties concerned would 
be happy to accept if only self-rule with 
London-style non-interference by Pe- 
king could be guaranteed. Nothing bet- 
ter illustrates the Hongkong compat- 
riots’ justifiable fears about Peking's abi- 
lity to provide such a guarantee than the 
vision of the men-and women who have 
been so reasonable and pragmatic over 
the past five years mouthing the current 
line, whatever its absurdity, just as once 
they mouthed the thoughts of Mao 
Zedong. Now that we know that some of 
the officials are subtle-minded, intelli- 











gent individuals, one can only feel sorry 
for them. 

@ HONGKONG was setting great store 
on playing host to the recent 7th Com- 
monwealth Law Conference. The pre- 
sence of about 1,400 lawyers from at 
least 32 countries, all versed in practising 
British common law in widely different 
circumstances — from developed coun- 
tries and developing nations — would, it 
was fondly hoped, provide a powerful 
reminder of the value of a legal system 
based on justice and freedom and of the 
value of continuity, as exemplified by 
those countries who experienced the sys- 
tem as imposed by the yoke of im- 


perialism and which have retained it 


since indépendence. 

But such hopes were shattered by the 
continued insistence by British Prime 
Minister Margaret Thatcher and by the 
Foreign and Commonwealth Office not 
only on maintaining what they call confi- 
dentiality on the 1997 talks but on keep- 
ing a debilitating and confidence-sap- 
ping silence on the whole issue. Most of 
the lawyers bowed to the ban, the con- 
ference chairman, William Turnbull, 
going so far as to argue against raising 
the matter of Hongkong's future be- 
cause it was merely. a “local issue" and 
even going so far as tosay: “1997 as such 
is immaterial.” Even the magnificent fig- 
ure of British Lord Chancellor Lord 
Hailsham allowed himself to be cen- 
sored; he was on the point of agreeing to 
address the Foreign Correspondents Club 
(though probably without a question- 
and-answer session afterwards), but 
withdrew when London indicated that it 
would not be a good idea. And so 
another opportunity was lost. 

Hailsham however was not to be com» 
pletely gagged. Freed of the trammels 
imposed on the conference itself, he laid 
the foundation stone of Hongkong's new 
Supreme Court building which, he said, 
"gives a sense of confidence that we may 
all share in the future of Hongkong and 
the validity of our shared system of jus- 
tice based on independence, and equal- 
ity before the law and the practice of 
freedom under the law's tolerant and im- 
partial rule." 

For those who view with alàrm the 
prospect of Hongkong's Happy Valley 
racecourse being used post-1997 as а 


stadium for public firing-squad execu- 


tions of thieves and rapists of the type 
now being mounted in China during the 
current crackdown on crime, the words 
were timely. 

@ THIS Traveller was also gagged by 
the law conference, at one of its sessions 
which was devoted to law and the press 
featuring learned expositions on obscen- 
ity, on the role of a press council, on con- 
tempt of court and on the.public's right 
to know. Questions were invited. from 
the floor and I put дозуп Опе which read: 
“А% а working es: 


experience that’ investigative 
nalism, at least in Hongkong, is fru 
trated not so much by censorship ór b 
the law as such, but by lawyers. Invest 
gations into questionable business prac- 
tices continually come up against a brick 
wall in the form of ‘shelf’ compani 
which the shares are in the name o 
couple of lawyers wh i 
the local law — th 
pany’s real beneficiary owners. Woul 
the panel like to comment on this рг 
tice?” 

Although I had been encouraged by 
two senior lawyers, including a forme 
chairman of the British Press Council, to. 
put the question, it was never raised. 
When I asked the session's chairma 
why, he told me that "someone" had 
warned him that the matter was sut 
judice — which of course was nonsense 
I personally suspect that one of the gov 
ernment law officers hanging around the. 
| rostrum had given him this false tip, thus. 
| indulging in a little quiet censorship on 
his own account. 
e THE Bangkok Post ran a headline re- 
cently, spotted by Roy Hudson, who 
| hopes that the learned gentleman on the 
bench was not too discomfited: 
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Judge’s complaint 
leads to probe 



























































€ AN РЕ reader sends some 
vivid examples of how the press ther 
| dealt with a story of swimmers bein 
killed by sharks — always good for sen- 
sational treatment in Australia. The 
| tacks were given a good run in all papers, 
| but the tabloids had a field day, with the 
Sydney Sun managing to keep the stor 
| dominating its front page оп no fewe 
| than five successive editions over thre 
days. The headlines included: “I sa 
sharks take my mates,” "Girl's fathe 
| tells: Tbegged her not to go,” and “Shar 
| man: I'm no liar" — denying rumour 
that the story of a shark eating two ош 
| three shipwrecked mariners had. bee 
completely made up. But the one whic 
caught the most attention was a hug 
photo of the girl victim with a capt 
that read: First photo. Taken by a sha 


| FIRST | PHOTO == 


This caused titters among journalist 
One union representative remarked 
“Vd better ask the house committe 
| about this. The shark may not Бе. 
member." Even the Sydney, Mor 
Herald, a fellow member, with th 
of the Fairfax wp d cou 





























































By Peter Hastings 

ауарига: The early Javanese empires 
d their Dutch colonial successor never 
howed much interest in what the Dutch 
alled the Great East — the long tail of is- 
ands extending from Flores through the 
oluccas to Irian Jaya. New Guinea lay 
the scarcely known outer marches of a 
maritime empire. 

In fact the Dutch. only annexed West 
New Guinea to protect their lucrative 
spice trade interests. There would not 
ave been 200 Netherlands citizens here 
0 years ago. But times are changing. In- 
lonesia's huge population — 156 million 
d rising fast — is pushing inexorably 
stward to the Melanesian world. The 
new airstrips in Irian Jaya, the expensive 
all-weather trans-Irian highway, the glit- 
ring tin roofs that spread for miles 
iround the dismal Merauke swamps and a 
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e Javanese move in. 





half-dozen other places in the nation’s 26th 
province are being built in the name of 
transmigration, a тк as fraught 
ith real and potential problems as it is 
ambitious. 
hrough its policy of transmigrasi, as it 
Known in Bahasa Indonesia, Jakarta 
Opes to move some 5 million people, 
mainly poor, landless Javanese (and some 
alinese) farmers to the outlying parts of 
€ republic. 
these, 1 million are slated for Irian 
under Repelità IV, the five-year plan 
gins next year. Irian Jaya's popula- 
. 1,2 million. 
re is nothing new in this concept. 
e Dutch tried it with varying success, 
d with considerable brutality at times, 
in the last century. In the 1950s they sub- 
sidised large numbers of loyal Eurasian 
subjects to farm in West New Guinea, 
^where many settled in west coast centres 


cen promoting transmigration program- 





from Fak Fak to Merauke. Indonesia has. 








akarta' s transmigration programme gains momentum in 
{rian Jaya but threatens traditional Melanesian values 


mes since independence for a variety of 
mixed, and often confused, motives. 

The simplest reason given in Jakarta is 
the need to relieve population pressure on 
Java’s rich, overworked, volcanic soil. But 
this is a highly unlikely explanation, 
though Java certainly is overcrowded. 
Early last century Sir Thomas Stanford 
Raffles thought a population of 15 million 
would prove “insupportable.” At the end 
of the century, the Dutch thought 40 mil- 
lion promised “disaster.” 

Java now has 92 million people. At the 
end of this century Indonesia will have at 
least 210 million, perhaps 238 million. 
While Indonesia’s population growth is 
coming down spectacularly in some 
places, it is unlikely to stabilise at less than 
320-350 million 50 years from now. Of 
this, Java will have 150 million — making 


it an island of semi-industrial mega-cities. 
To make an appreciable difference, tens 
of millions would have to transmigrate — 
a task beyond any country's resources. 


he history of Indonesia's population pro- 

grammes has been marked by chronic 
target shortfalls for various réasons. Offi- 
cials invariably overestimate how many 
people can be moved in a given time and 
underestimate costs. Estimates put the 
cost of moving a family of four from Java 
to Irian Jaya, for example, at about 
US$3,200. Costs include transport and 
infrastructure — roads, houses, health 
facilities, schools, churches, mosques — 
and an issue of seeds, plants and agricul- 
tural implements to each settler. 

The cost of moving a million Javanese 
to Irian Jaya over the next five years will 
amount to -US$800 million; around 
US$3.5 billion will be spent over the same 
period to move. 5 million people to all 
parts of Inde | 











This goal is шн to 


$..1979-81, some 54,000 
families, mainly Javanese, were resettled 
їп 18 designated areas. Sumatra ac- 
cóüntéd for most. The remainder ended 
up in Sulawesi, Kalimantan and the 
Sarawak border area. Nearly 2,000 
families, about 9,000 people, are listed as 
transmigrating to Irian Jaya. Officially 
amended figures show about half that 
number actually got there. Official figures 
for the entire nation are around 600,000, 
but real figures were nearer 230,000. 

"Over the past few decades several mil- 
lion Indonesians have permanently reset- 
tled in various parts of the republic. It 15 
not unreasonable to expect Irian Jaya to 
get its 1 million Javanese — but within 10- 
12 years rather than the next five. 

Jakarta lists many reasons for its trans- 
migration programme. In South Sumatra, 
for example, it is based on agricultural 
needs. The Sumatrans will not drain their 
own swamps, while harder working, land- 
hungary Javanese will. In Sulawesi, there 
are severe labour shortages. In West and 
East Timor, Balinese arrivals try to de- 
monstrate to traditional Timorese slash- 





and-burn farmers more sophisticated 
methods. 

But there is a crucial element in all 
transmigration planning which is unmis- 
takable — Indonesianisation. This used to 
be called Javanisation, but the Javanese 
do not like the word. But Java is the heart- 
land of Indonesia, the engine that drives 
it. By spreading the Javanese throughout 
the islands, Indonesians are made more 
aware of their national identity. It is not a 
process non-Javanese entirely enjoy. 

Nor is it a new process. It has been hap- 
pening slowly over the past 1,000 years. 
But now it is speeding up. Transmigration 
also offers a sort of cultural defence in 
depth, especially in three significant areas 
— the Rhiau-Anambas-Natuna islands, 
Kalimantan and Irian Jaya. In the Rhiaus, 
resettlement emphasis seems to be on 
development with a view to Singapore 
which, in Jakarta’s eyes, is a Chinese city 
and an economic rival. 

In northern. Kalimantan, Jakarta keeps 
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its network of NS 
branches and NS 
agencies in 30 countries and & 
5 continents, is attuned to the needs 
and requirements of today's business 
world. Its expert staff can immediately 
help you solve any problems you may 
have wherever they arise. 

All its services are backed by 100 
years of experience and by a reputa- 
tion of which Banco di Roma is just- 
ly proud. 

Banco di Roma offers wide-ranging 
financial assistance and credit facil- 
ities to purchasers of Italian goods 
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amet under a special 


law that provides 
credit insurance 
and particular 
concessions for export of in- 
dustrial products throughout the 
world, including Asia. Lire are sold 
at the most competitive market 
rales, 

Italian goods, Italian industrial prod- 
ucts, important Italian projects and 
technology: Banco di Roma has the 
key to all of these. And when you deal 
with Banco di Roma, you receive 
more than just the services of a great 
international bank, you get the warm 
and open-hearted touch of Italy. 
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n the Anambas-Natuna island groups, 
ose in the transmigration programme 
i to contain a fair sprinkling of old 
Idier-settlers. Jakarta has not forgotten 







le made their way there with com- 
ive ease, or that Hanoi lays claim to 
nds not too far distant from Indonesia 
Philippines. 

n Irian Jaya, settlements started in the 
id-1960s. They became an important 
art of government planning with the first 
ear plan in 1972. There are currently 
bout 60,000 sponsored settlers in Irian 
Jaya, and the numbers are increasing. 
Despite predictable target shortfalls, 
substantial settlements will be connected 
n years to come by all-weather, two-lane 
oads along the north coast and along seg- 
ts of the Indonesian border with 
арча New Guinea north and south of the 
central ranges. These will be aimed at two 
things in particular — the Indonesianisa- 
n process through the propagation of 
skills, politica! values and culture and, in 
the border area, the creation of a Javanese 
rdon sanitaire. 

Тһе: separatist Organisasi Papua 
erdeka (OPM), small in numbers but 
to command the sympathies of bor- 
villagers, could not hope to operate 
essfully in an area dominated by a net- 
К of road-connected villages. It is 
arta's clear intention that within a gen- 
ation or two, when the Melanesians of 
pua New Guinea, the Solomons, Van- 
tu, Fiji and New Caledonia look west, 
ey will see not Melanesians like them- 
Ives in Irian Jaya but Indonesians. 

























































n this process there lie the seeds of 
many problems. The settlements which 
is correspondent visited recently at 
and Arso on the northern section of 
t border, and a number which have 
ushroomed around Merauke in the 
uth, are impressive, Extensive, geomet- 
settlements include substantial roads, 
uses, meeting halls, dispensaries, 
15, churches and mosques. In the 
s were a variety of vegetables, dry and 
Tice farming and early plantings of 
cash crops such as oil-palm, cocoa 
| coffee. 

e tin-roofed houses are roomy by 
ése.standards. Each farmer gets 2 
of land. He may use 0.25 ha. for a 
se and private garden, with the re- 
nder under cultivation. Seed, imple- 
is ind housing are free. He also gets 
б for one year. “You cannot 
"said one farmer, “what it is to own 
for the first time.” His enthusiasm 
dent among other settlers. 
ut whose land is it? The schemes re- 

| fhat each resettlement project is up 
596 Irnanese. This works well in settle- 
mts like Dosay, near Jayapura, or in 
те оѓ the Merauke settlements where 





Itüre since Dutch colonial times 


ata few years ago Vietnamese boat 











nese have had contact with Indonesian... saddled with ап 


у ng s 
to become paddy farmers are clearly mis-. 


placed. Land-tenure problems are ub. 
sive. Indonesians give no sign of under- 


| end to. believe that having paid 
for compulsorily acquired Or negotiated 
land, they have bought it in perpetuity. 


The Melanesian view is that the land has 


been tentedfor use only, that it is inaliena- 
ble, belongs to the clan and is held in trust 
for future generations. Even greater prob- 
lems exist in the border area, where land- 
owners. may be Papua New Guinea citi- 
zens. 

Some Indonesians in the administration 
understand the problem, especially the 
highly intelligent military commander of 
Irian Jaya, Brig.-Gen. Sembiring, a Chris- 
tian Batak from North Sumatra. It is not 
clear how much of what they recommend 
gets a hearing in Jakarta. Nor is there 
much indication that Jakarta, or Jaya- 
















JAPAN 





| see the programme as cultural im- 








perialism, ‘especially with 60,000 spon- 
sored settlers and perhaps 160,000 un- ` 


- sponsored Buginese settlers and other en- г 


trépreneurial types in the urban centres. 


apua New Guineans are concerned with 
the certain destruction of Melanesian 
culture in lrian Jaya over the next genera- 
tion or two and, however irrationally, see 
à military threat in the inevitable upgrad- 
ing of Irian Jaya аігѕігірѕ апа the slowly 
developing network of all-weather roads. 
The shriller elements in Port Moresby, in- 
cluding its press, see the roads, new settle- 
ments and expensive infrastructure as evi- 
dence that Indonesia one day intends to 
invade and annex Papua New Guinea. 
In fact, the defence minister, Epel Tito 
— sacked on September 19 for his com- 


ments — said in Canberra that he ex- 


pected the attack within “20 years or so." 
Prime Minister Michael Somare and 
Foreign Minister Rabbie Namaliu dismiss 
this as fanciful. But they see numerous 


Long haul for the Left 


A new socialist leader injects a note of realism 
into his party's prospects of achieving power 


By Mike Tharp 

Tokyo: The Japan Socialist Party (JSP) 
has a new chairman, Masashi Ishibashi, 
who hopes to lead Japan's largest opposi- 
tion party out of the political wilderness. 
But the JSP still faces an array of problems 
that threaten its longtime role as a realistic 
alternative to the ruling Liberal Demo- 
cratic Party (LDP). "When the LDP loses 
its majority, we will have a chance to take 
power,” Ishibashi told the REVIEW, “But I 
cannot foresee the LDP losing the next 
election or the one after that.” 

Ishibashi's candour may inject a much- 
needed note of realism into his party. His 
admission of the formidable electoral hur- 
dle facing the socialists contrasts with 
years of theoretical hair-splitting by its 
members. Their quixotic quest for 
ideological purity came at the expense of 
offering voters attractive policies different 
from those of the LDP. 

For more than 20 years, the Right and 
Left wings of the JSP battled each other 
for control. As a result of this preoccupa- 
tion, popular support has declined stead- 
ily. The JSP currently has 107 lower-house 
seats and 22 upper-house seats, far below 
its totals in the late 1950s and early 1960s. 

Its strength waned because voters 
began to believe that other parties, nota- 
bly the LDP, could deliver more often on 
their campaign promises. Besides being 
riven by internal bickering over political 
philosophy, the socialists have also been 
responsive party or- 
jon. The ISP can garner up to 10 





million popular votes during an election, 
but its official membership hovers around 
a mere 70,000, compared with about 2.4 
million dues-paying LDP members. 

“The only reason the JSP is the second 
largest party is that it fields candidates on 
all slates in each district,” said a Japanese 
political analyst. “Other more tightly or- 
ganised parties, such as the communists or 
the Komeito [Clean Government Party] 
don’t put candidates in every district.” 

Ishibashi's first major test as his party's 
new head came soon after his recent selec- 
tion. On September 19 he engaged in a 
diet committee debate with Prime Minis- 
ter Yasuhiro Nakasone, who heads the 
LDP as well as the government. They 
argued over the socialists' foreign policy 
position which favours non-aligned diplo- 
macy and unarmed neutrality. 

Ishibashi contended that instead of em- 
barking on a substantial and expensive 
arms buildup, Japan should adhere to its 
post-war constitution (which renounces 
war) while maintaining harmonious rela- 
tions with all governments. Nakasone re- 
torted that a legitimate deterrent was the 
only realistic way to ensure Japan's con- 
tinued sovereignty. 

Neither man convincingly won the de- 
bate, and some Japanese editorials 
praised them both for articulately stating 
their cases in public. 

But the JSP's emphasis on unarmed 
neutrality presumably appears less accept- 
able- to many Japanese now than before a 
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problems arising from the inevitable im- 
pact of a relatively rich, powerful and cern! 
tainly, numerous |. Asian; jenlture; юп wgy 
Melanesian one. ر‎ 

Rart of the answer Сап only lie i ina! de- 
termined effort by Port Moresby to.deye- 
lop its own border region, one of the most 
neglected in the country, in order.to keep 
traditional villagers from being attracted 
tothe other side. Both countries.have am 
agreement that they will develop their re- 
spective border regions, Unilateral deve- 
lopment will immeasurably complicate fu- 
ture relations by attracting citizens from 
the other side, with all the attendant pro- 
blems of jurisdiction and citizenship. 

Development is also the best antidote to 
the OPM, which, while tiny in number, is 
nevertheless influential and able to slip ac- 
ross the border into Papua New Guinea to 
seek illicit sanctuary. But the develop- 
ment process will be painful. Indonesia's 
Irianese citizens will eventually become 
Indonesian in outlook, loyalties and cul- 
ture. There can be no doubt of that, Still, 
it is a long way off. If the destination offers 
rewards, the journey is fraught with prob- 
lems. 


y 
Soviet jet shot down a Korean Air Lines } 
aircraft on September 1. The new chair- a 
man acknowledged that Nakasone and the | 
LDP would try to use the incident to push 2 


for more defence spending. But he fell 
back on well-worn arguments to reject the 
ruling party's arguments. 

"If any country attacked an unarmed 
Japan, that country would be isolated in- 
ternationally," he said, referring to the 
airliner episode and the global outrage 
against the Soviet Union that followed. 





The K oreign Exchange Division at Credit Suisse 
Head Office in Zurich, with its ultra-modern 


: ч EDP and telecommunications equipment, 15 + 
That may well be true, but it fails to ad- linked to every financial market in the world * 
dress meaningfully the issue of what >» Y. эы? i 
would happen to the Japanese people 
themselves once they'were under the yoke For Foreign In this context prov rision of 
of the attacking power, L ke 
Exchange ay real-time mar cet prices is just 

б longstanding problems confront Credit Suisse one of the many services we offer 

the socialists. One is how to improve In its Incredibly Swiss way, — 0 numerous clients through- 
relations with Sohyo, the General Council n its IncrediOly Swiss WAY, 


out the world. 
Many thousands of clients 
private and industrial - through- 


of the Trade Unions, whose 4.6 million Credit Suisse, the noted Swiss 
members have been staunch backers of big bank, is a leading operator 
the JSP for years. The relationship has re- h 
cently become acrimonious, mostly be- | in the foreign exchange 
cause union leaders became dissatisfied market of the world. Integrated 
Sica, of concrete policies from the information processing 

At Sohyo's annual convention in July, | techniques and. direct links to 
outgoing chairman. Motofuni Makieda | international communications 
welcomed the choice of Ishibashi as the bar кыы f 
new JSP chief. But he said the party systems ensure that our 





out the world depend on | 
Credit Suisse experience in this | 
and other fields. Why notyou? 


needed more than.a mere personnel re- traders serve our clients promptly 

shuffle to win popular support and he call- and advantageously. CREDIT SUISSE d 
ed on party officials to *make severe self- Th TAS le cs | 
criticisms and improve the party from the e automatic calcu- | 


very foundation and work out policies lation of spot and forward 
токар and medium-range perspec- rates relieves the traders 
Japanese votersiwill have a chance soon of routine tasks, leaving them 
to pass judgment. on the JSP's supposed free to concentrate on the 
new image. Unless Ishibashi and his party 
colleagues can turn themselves into some- 
thing more than a vehicle for those voting 


against the ruling LDP de socitssseem Credit Suisse. Incredibly Swiss. 
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SCMP Mail Order Bookshop brings to the busy executive, investor, and 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you need 


Essential Management Handbooks From Dow Jones Irwin 


196. The Controller's Handbook 

А volume that offers thorough 
coverage of the expanding position of 
the controller in today's corporation 
Includes sections on the role of 
Controllership, cost systems, financial 
analysis, financial responsibility and 
planning, budgcting and performance 
analysis. 1253 pp. US$60.00 


199. Handbook of Financial Markets 
Intended for both experienced and 
novice investors, the "Handbook of 
Financial Markets" covers instrument 
mechanics, market regulations and 
much more in à comprehensive yet 
readable form. Required reading for 
intelligent portfolio management. 794 
pp USS60.00 


202. The Modern Accountant's 
Handbook 

The Modern Accountant's Handbook is 
ап accurate, up-to- date reference 
which covers current accounting 
practice. The sixty- five contributing 
authors have been involved extensively 
in formulating their companies" 
accounting policies. They deal with 
ideas that have been developed and 
tried and, most important, ideas that 
work! US$60.00 


INVESTMENT 
MANAGER'S 
HANDBOOK 


UPELUT inD 
i ral 


197, Investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing 
portfolios that will mast benefit your 
clients and yourself. The 41 
contributors to the book represent а 
blue-ribbon group of top investment 
professionals, and the information is 
accurate, innovative and practical 
1037 pp. USS60.00 


200. Chief Executive's Handbook 
Ninety chief executives have 
contributed 85 chapters to this book 
chapters which cover every facet of the 
chief executive's job. The list of 
contributors reads like a who's who of 
American business. The Chicf 
Executive's Handbook contains а 
brilliant panoply of the ideas, insights, 
hunches, observations, and thoughtful 
ruminations of the people who are on 
the firing line every day. 1106 pages 
US$60.00 


ARM 


HANUAUDh 


BEVISEN ИИҮҮ 


203. The Bankers’ Handbook 

Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of а bank. Its 87 
chapters place the money knowledge of 
90 of the country’s leading bankers at 
the fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy to use to help the 
businessman determine the best 
methods for improving the handling of 
his own banking. 1191 PP. US$60.00 





198, The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information. 
organisation and control systems, 
emerging trends and much more! 1297 
рр. USS60,00 


201. The Treasurer's Handbook 

The Treasurer's Handbook will 
provide you with an almost 
inexhaustible source of ideas which you 
can apply to both day-to-day work as 
well as to even more important 
function of long-term planning. For 
those who wish to do further rescarch 
on any particular subject, the editors 
have included а compilation of 
references which enlarge on the 
Coverage in the book. 1210 pages 
USS60.00 





204. Financial Executive's Handbook 

A compact, authoritative source of 
information on every aspect of finance 
The 73 authors, each a leading 
corporate executive and an export in his 
field, cover areas such as management 
control, capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset management, 
сіс. 1264 pp. US$60.00 


Required Reading For Investors And Mon 


Money Market 
Calculations 


432. Money Market Calculations 
Yields, Break-Evens And Arbitrage 
Without the use of a computer, 
hundreds of calculations for 
determining the true yield of 
money market instruments under 
Hi fe conditions can be done, 

and this books shows how 
Formula's for yield, total return, 
market valuation, accounting 
valuation, expected rate of return, 
yield on daily compounding basis 
and much, much more are 
included. 429 pp. US$36.00 





439. Your New Swiss Bank Book 
An accurate guide for planning 
your security in the turbulent 
1980's. Includes all the facts you 
need to know: the four limits to 
Swiss bank secrecy, what the great 
values of Swiss banks outside 
Switzerland are, what services 
given amounts of capital will buy, 
whether you should have a 
"numbered account’ and much 
more! 299 рр. US$20.00 















428. The Business Of Winning 
How to succeed in business by 
really trying! A comprehensive 
basic and advanced guide to 


managing for personal and 
corporate profits, illustrated by 
detailed examples, how-to-do-it 
kits and case histories. 227 pp. 
US$20.00 

















MODERN 
| PORTFOLIO 
| ТНЕОКҮ 


433. Modern Portfolio Theory 

In a unique blend of the academic 
and practitioner's points of view, 
this volume provides the portfolio 
manager and the individual 
investor with current state of the 
art concepts and applications for 
толеу management. The concept 
are clearly stated with diagrams 
and graphs to support and clarify 
the explanations. Supplements 
provide mathematical details. 524 
pp. US$55.00 


FOREK 
INVES 
UNITEI 


R 


440. Foreign Investment In Unites 
States Real Estate 

If you arc a non-citizen consideri 
investing in US property or a 
person who wants to meet the 
foreign investor's needs, this book 
will save you time, trouble and 
money. This comprehensive guide 
follows the investment process 
from the buyer's view point and 
deals with the special problems of 
anonymity, currency controls, 
property management, joint 
ventures etc. 655 рр. US$60.50 


429. English Communication 
System The World Of Business 
Management 
A comprehensive Chinese and 
English course reviewing all 
management basics. Covers 
development, budgeting, 
statements, marketing, productio 
systems, payrolls forms etc. Four 
nglish cassette tapes contain 
dialogues relating to every aspect 
of the business management 
environment and operation 
USS14.00 
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44. Foreign Exchange Futures 
1€ first book to describe in detail 
€ operations of the foreign 
change futures market! It 

plains how some traders employ 
rrency futures to limit their 
reign exchange risks and how 
hers use them for arbitrage and 
eculation, Any individual who 

1уз foreign-made goods or works 
га multinational corporation will 
1d this book an indispensable 

tide. 317 рр. 05535.00 


















arket Professionals (DJI) 


435. Interest Rate Futures 
Written for anyone professionally 
or privately e bod eb finance and 
investments — or who is interested 
in learning more about them 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks. 
Individual investors will find 
alternate strategies to fit both 
conservative and speculative 
objectives. 413 pp. US$35.00 


ues For The Senior Executive 
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| Kenneth R Sadeeus 


З. The Concept Of Corporate 
rategy 

wers in depth the four major 
nctions of the chief executive 1/ 
curing the attainment of planned 
sults in the quo 2/ producing 
wth technical achievement and 
iman satisfactions 3/ making а 
stinctive personal contribution 4/ 
anning policy affecting the 

ture. 180 рр. USS20.00 



















424. Сог 
Systems 
А volume det uddresses the issues 
of strategic planning in the design, 
implementation, and control of 
large-scale information systems. 
Focusing on the entire information 
system итам їп а corporation, it 
blends the management of IS 
technology with the role of general 
manager. 211 pp. US$23.00 


то Information 


yw Jones Irwin Reference Books 


436, Managing Bank Assets And 
Liabilities 

A book that explains in detail how 
bankers can prudently seck to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
important management area! 429 
pp. US$42.00 


425. The Analysis Of Financial 
Statements 

Ideal for anyone who must be able 
to read and analyse a financial 
statement intelligently, Chapters 
include: Tools and Techniques. 
Analysis of Short-Term Liquidity 
Fund Flow Analysis, Asset 
Utilization and much more. 311 
рр. US$25.00 








































437. The Dow Jones-Irwin Guide 
To Commodities Trading 

А valuable reference that starts 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with 
357 рр. US$25.00 


426. Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held Companies 

The essential book for any person 
who needs to know the value of a 
closely held corporation or un- 
corporated business. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices. Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprietorships. 410 рр. US$60.00 
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| INVESTING 


438. Guide to Intelligent Investing 
Geared to the investor who wants 
to create and handle his or her own 
portfolio. The book covers the 
basics of sound investing. how to 
formulate investment objectives, 
sources of information, evaluation 
of stocks, bonds, options and 
special situations and more. The 
key to building apropar rous 
future! 351 pp. USSI 





427. The Versatile Mana; 
Describes the use of the famous 
grid approach when motivating 
and communicating with 
subordinates, peers and superiors, 
Understanding what action is 
appropriate to a given 
circumstance is an essential trait 
for successful management, This 
volume shows how anyone who 
aspires to leadership can master 
versatility, 233 pp. 15520.00 
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BD" Meta And Investment Almanac (198) | | 

his magnificent volume is an A vast compendium of information 

bsolute must for brokers, bankers. of interest to businessmen and МОЕ ue аа 

iock analysts, market researchers investors. The major focus is on Adr BORIC EN Л 
information for investment 


nd students of the market, It is 

ne only complete source for all the 
dow Jones daily averages at the 
lose of cach trading day from 
885-1980. A chronological history 
ives a detailed account of how the 
verages began, when and what 
hanges took place, and why a 
iverages have to change. U 


decisions. Includes major stock 
market averages, price-carning 
ratios, review of major futures 
markets, charts for future - traded 
commodities. mutual funds 
ро рм, ice performance of 
collectibles Бу" s index) and 
more! Recommended for all 
libraries. 638 pp. US$25.00 


431. The Dow Jones Irwin Business | 


ж For surface mail & packing please add 1/554.00 /сору Postage & packing 

| air mail & packing please add 
SE Asia Europe & USA 
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"Shattered dreams 


Thousands of Vietnamese refugees resettled on 
state farms are unable to adapt to their new lives 


gern an MY 


"gam 


ART 
TO 


PUT X IT 


CHINA 


By Therese Obrecht 
Xiamen: Sang Nan, a 23-year-old ethnic 
Chinese Vietnamese who was resettled by 


` the Chinese Government in Fujian pro- 


vince after being expelled from Vietnam 
in 1978, is not happy with his life on the 
Baizuhu state farm. He says he never liked 
the idea of becoming a farmer because of 
the hard physical labour involved and 
complains that his monthly salary of Rmb 


| 22 (US$11.11) is far below the average in- 


come of Chinese farmers, which has 
soared recently due to more liberal ag- 
ricultural policies introduced by the gov- 
ernment. Sang works hauling stones to the 
construction site of a new tea-processing 
plant. 

In 1980, Sang made а desperate attempt 
to escape his new life. He slipped away 
from Baizuhu, made his way to southern 
Guangdong province and illegally crossed 
into Hongkong with the hope of eventual- 
ly being resettled in the West. He was 
soon caught by the authorities there, how- 
ever, and was interned for a year in the 
territorys closed Chimawan refugee 
camp. He was later sent back to China and 
to Baizuhu, but his failed bid to find a 
home in the West has not killed his deter- 
mination to find a better life. "If living 
conditions do not improve, if I am not al- 
lowed to peddle [consumer goods] instead 
of doing physical labour and if my wife is 
not allowed to have more than two child- 
ren, I will try again," he said. 

China has accepted more than a quarter 





ofa million ethnic Chinese re- 
fugees from Vietnam since 
Hanoi began expelling them 
five years ago. Chinese offi- 
cials say they have spent the 
equivalent of about US$500 
million on resettling them on 
200 state farms and a few com- 
munes located in four south- 
ern Chinese provinces — 
Guangdong, Fujian, Guangxi 
and Yunnan. Most, the offi- 
cials say, have adapted suc- 
cessfully to their new environ- 
ment. But the officials con- 
cede that about 10% of the 
new arrivals have been unable to reconcile 
themselves to spending the rest of their 
lives working as farmers. Thousands from 
this group, lured by dreams of resettle- 
ment in the West, try as Sang did to reach 
Hongkong or the Portuguese enclave of 


Macau, where they believe the prospects | 


of resettlement in the West are good. In 
the first eight months of 1983, some 10,000 
runaways were returned to China from 
Hongkong and Macau. 


hina's birth-control policies — which 

include pressure on pregnant women 
with more than one child to have abor- 
tions, and reductions in salary for each 
child after the first — are the cause of most 
problems among the Vietnamese re- 
fugees, Chinese authorities say. Even 
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Refugees in China: ‘sharp contradictions." 


though Peking’s “one family, one child” 
rule is not as strictly applied to the Viet- 
namese as to indigenous Chinese, the re- 
fugees still refuse to comply with it. Some 
pregnant women have been known to run 
away to Macau to give birth to their 
children and then return to China — babe 
in arms. 

“We simply don’t know how to make 
them understand the urgency of the prob- 
lem,” one harassed cadre said. “The re- 
fugees tell us that it is their duty to pro- 
duce children, the more the better.” The 
results of the country’s birth-control po- 
licy are visible in villages all over China, 
where youngsters are becoming conspicu- 
ously few. But a visit to settlements of 
Vietnamese refugees at the Fangtien state 
farm, 40 kms south of Zhangzhou, Fujian, 
demonstrates the difference: half the re- 
fugee population there is under 15 years 
old, and each family includes an average 
of six or seven children. 

The Vietnamese refugees’ birth rate is 
more than double the Chinese rate. Since 
their arrival in 1978, the 250,000 refugees 
have increased their numbers by 35,000, a 
figure that makes Chinese population- 
control officials shudder. 

Thus “sharp contradictions,” as the 
Chinese officials put it, tend to arise be- 
tween the newcomers and local farmers, 
who have to share state-farm land with the 
refugees — a sacrifice which lowers their 
average incomes — and who resent the re- 
fugees’ right to more than one child. In ad- 
dition, local primary schools, already 
scarce, are coming under pressure from 
the inflow of high numbers of refugee chil- 
dren. Local farmers also resent the fact 
that returned runaways receive for a sec- 
ond or third time household kits, which in- 
clude clothes and other essential items. 
The refugees sell these goods to finance 
their escape, which adds to the resentment 
of the locals. 

Paradoxically, the state farm closest to 
the dazzling lights of Hongkong has had 
the lowest number of refugee escape at- 
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» Hongkong 
000 cows were im- 












Refugees 
anced the construc- 
arm provides Hongkong 
its milk. China's liberalised 
combined with mod- 
"abroad, have re- 
sharp increase in the farm's re- 
, be both the local residents 
and the refugees. At Guang Ming, the 
average labourer earns Rmb 83 a month, 
more: than double China's average for 
rural workers. Here the refugees have ac- 
cepted official birth-control measures. So 
far only two refugees have escaped to and 
been returned. from. Hongkong, officials 
say. 7 






















t the 1979 Geneva Conference on Re- 

fugees from Indochina, China offered 
to give asylum to:.6,000 refugees from 
camps in Thailand. In January 1980, fol- 
lowing the. visit: of a Chinese selection 
team, some 2,550 lowland Lao, including 
50 Hmong, volunteered for resettlement 
in China. 
` At first the refugees were resettled on 
Hainan island in a settlement financed by 
the UNHCR on a state farm. There, spoiled 
after years of dependency in Thai refugee 
camps, the Lao simply refused to work. 

In mid-1980, with the concurrence of 
UNHCR, the Lao refugees were transfer- 
red to Xishuangbanna, an autonomous 
district in western Yunnan province, close 
to China’s border with Laos, where some 
2,000 Tai and other hill-tribe minorities 
have lived for centuries. 

But apart from the 50 Hmong reset- 
tled in Yunnan's Hmong villages, the Lao 
did not adapt much better in their new 
homes than in Hainan. Cases of Lao re- 
fugees raping local girls, getting into fights 
and even killing elephants were reported. 
But the main obstacle to the successful re- 
settlement of the lowland Lao was their 
continued unwillingness to work for their 
keep. 

So far the Chinese authorities have 
been reluctant to cut their rice rations in 
an effort to force them to work, or to apply 
the same punishments for crimes to re- 
fugees as are applied to Chinese in the cur- 
rent nationwide effort to curb crime. But 
the Chinese have learned their lesson: 
Yunnan provincial and district authorities 
now are refusing to accept refugees for re- 
settlement, except ethnic Chinese. 

UNHCR officials feel that the Chinese 
went out of their way to create the best 
conditions possible for the integration of 
Lao refugees and that their efforts failed 
mainly because of the Lao's lack of good- 

will. 


















































































S: Chin Peng, OBE, secrétary-general 
of the one-time Communist Party of 
Malaya, is reported to be alive, well and 
idle in exile in Peking. Now in his 60s, he 
must surely be bored. The former 
Malayan party chairman, Comrade 
Musa Ahmad, who surrendered humbly 
to the Malaysian authorities after similar 
retirement to Peking and then secret es- 
cape to Kuala Lumpur, gave this infor- 
mation recently. He didn't think Chin 
would ever follow his example and sneak 
back home. 

Chin, a Malayan Chinese, the son of a 
bicycle-repairer, joined the communist 
party when he was 18 (about 1939). With 
other commies, he served with the 
Malayan People’s Anti-Japanese Army 
(MPAJA), which earned the respect of 
the British during its guerilla war against 


‘the Japanese after the foreign-devils had 


surrendered in retreat and the Japanese 
had marched into Singapore. 

The MPAJA — of which Chin became 
one of the leaders — 
cooperated with the 
historic British Force 
136, headed by legen- 
dary Col Spencer 
Chapman, in harass- 
ing the Japanese. The 
Pommies knew that 
the MPAJA was com- 
mie-inspired and -di- 
rected, but, after all, 
so were the Russkies, 
and when the war 
ended a unit of the 


MPAJA was invited to lians were murde 
march in the victory while security 
parade in London, and killed about 
Chin, uniquely, was commies апа w 
made an Officer of the Chin: a unique honour ed ап estim 
Order of the British 77 201906 100007 2,560. 


Empire for "services to the British Em- 
pire." (Comrade Musa didn't say whe- 
ther secretary-general Chin, grinning, 
ever wears that medal in Peking.) 

Anyway, the MPAJA quietly changed 
“AJ” to “AB” to become the Malayan 
People’s Anti-British Army. If it had 
had a strong leader, it might well have at- 
tempted a coup in Malaya and Singapore 
before the British forces arrived to re- 
store colonial rule. 

Here is where the forgotten story 
emerges of Loi Tak, Vietnamese secret- 
ary-general of the Malayan party, but in 
reality a master-spy for the British. He 
was investigated belatedly by Chin, and 
the Malayan central committee sum- 
moned a meeting on March 6, 1947, at a 
secret rendezvous outside Kuala Lum- 
pur to debate Loi's personal policy of 
“achieving communism without vio- 
lence.” Loi didn't arrive. Capitalisti- 
cally, he had absconded with the party's 
funds. No one knows how much the 











funds were worth and no one has ever 










heard of the absconder si 
The full story of Loi has never 
written. My old boss on The Sun 
Times, lan Fleming, who launched 
007 saga in the 1950s, told me thathe 
hoped to introduce Loi into one of 
James Bond adventures beca 
knew that Britain's MI6 had mas 
minded his operations until the] 
showdown. Some reports claim that 
— in his double, or triple, agent rol 
organised Japanese ambushing; shoe 
ing and/or imprisonment of many-of } 
Malayan party “colleagues.” 
In June 1948, the Chinese-Malay. 
commie-dogs launched a war against t 
Malayan security forces that was to la 
12 years. At least 5,000 Chinese we 
Communist Terrorists (or CTs, as th 
were called). Most of the leaders of 
Chinese CTs, ironically, had be 
trained in Force 136 and they prov 
outstanding terrorists. However, mai 
were vulnerable to non-Marxist bribe 
— such as Hor Lur 
who surrendered wi 
a gang of “advise 
completely elimin 
ing CT operation 
Johor state, in: 
change for a sub 
tial sum of money 
The 













































wasn't called a “wi 
but ап emergen 
though more’ th 
3,000 Malayan’ tt 
























My old mate, distinguishes 
thor Noel Barber, has explaing 
the term emergency was used in N 
for “а peculiar reason." He says 
a war but, because of the London 
ance market, on which the М 
economy relied for cover, no on 
used the word. The 'emergenc 
nomer continued for 12 years 
simple reason that insurance ral 
vered losses of stock and equi 
through riot and civil commotion 
emergency but not in a civil магу? 

Appropriately, the Malaysian a 
forces celebrated their 50th anniv: 
recently. Defence chief Gen. Та 
Ghazali Seth said that the army nov 
100,000 men, the navy 10,000 and th 
force more than 10,000. The ba 
Communist Party of Malaya has 
than 2,500 CTs spread, in s 
along the Thai-Malaysian jun; 
The elderly Chin wouldn't 
hope should lie lurch bac 
today. эш 



















Huu; Vietnamese ricefield: at last, а bumper harvest. 


VIETNAM 


A liberal malady 


A campaign against corruption does not mean that Hanoi 
is about to reverse its pragmatic economic policies 


By Nayan Chanda 

he Vietnamese Public Security Bureau 

first sensed trouble when the director 
of Hanoi's Truc Bach paper factory gave 
à three-day-long banquet for his son's 
wedding — an unusual luxury even for a 
senior cadre. Some time later security 
men also noticed the construction of the 
director's high-walled two-storey villa at a 
prime location by Western Lake in Hanoi. 
Why, they wondered, was the house 
guarded by four dogs? Why chain two 
watchdogs outside one particular room of 
the house? 

The answer was obtained when the sec- 
urity men investigating corruption charges 
against the director raided the house and 
recovered a large quantity of gold jewel- 
lery from under the floor of that room. 

The story was recounted in a recent 
issue of the Vietnamese army daily Quan 
Doi Nhan Dan as part of a campaign 
against corruption and bourgeois deca- 
dence afflicting the country. The cam- 
paign had been called for by ideologues 
who fear dilution of state control over the 
market and the decline of socialist morals 
in the wake of the success of liberal 
economic reforms. 

But contrary to fears expressed by some 
Observers about a new clampdown, Hanoi 
is not about to abandon its pragmatic ap- 
proach of material incentives and a degree 
of autonomy for lower echelons adopted 
by the now-celebrated sixth plenum of the 
Communist Party of Vietnam -central 
committee in 1979, To do so would be 
suicidal, as the «reforms have brought 
about an upturn in the Vietnamese econ- 
omy after a grave crisis in 1978-79, 

Addressing the nation on September 2 
on the occasion of the 38th anniversary of 
Vietnam's independence, Vice-Premier 
To Huu announced that following a 


bumper spring harvest, Vietnam has now 
achieved self-sufficiency in food. That 
self-sufficiency does not mean that the 
average Vietnamese will get adequate 
nutrition, but it does mean that Hanoi can 
get by without food imports. 

In fact, Western sources monitoring 
Vietnam's economy estimate that the offi- 
cial procurement of rice this year is high 
enough for Vietnam to become a net ex- 
porter of rice for the first time since World 
War II. Only а few years ago Vietnam had 
to import 1-2 million tonnes of grain a 
year. Apart from rice, Vietnamese exports 
of other agricultural goods, seafood and 
handicrafts reached their highest level in 
1982, thanks primarily to liberal market- 
oriented policies and good weather. 

After the demonstrated success of the 
reforms, no Vietnamese leader could call 
for their reversal. But few leaders, even 
the pragmatists who put a premium on 
productivity, could ignore the shrinking 
socialist control over the market and the 
degeneration of a section of the party in 
the face of a vigorous resurgence of pri- 
vate enterprise. As Huu said in an article 
in the monthly Tap Chi Cong San, mea- 
sures were needed *to overcome the dis- 
order we now face in order to stimulate 
the development of production and in- 
crease the economic returns from produc- 
tion and business." 


he most serious aspects of the “disor- 

der" as seen by the Vietnamese Govern- 
ment are its failure to control the in- 
creased volume of goods produced in the 
country, stem inflation and prevent the re- 
emergence of serious economic dis- 
parities. While small producers and trad- 
ers have benefited from the new policies, 
spiralling inflation has made life unbeara- 








ble for cadres and employees with fixed in- 
comes. А resultant decline in the cadres' 
commitment to socialism, plus burgeon- 
ing corruption, has further aggravated the 
problem of anarchy in the market. 

A recent commentary on Hanoi Radio 
said: "Distribution and circulation [of 
goods] have become the thorniest, most 
burning issue. On this front serious man- 
ifestations of erroneous ideas and view- 
points and shortcomings in cadre organi- 
sation have occurred . . . depriving the 
state of its ability to control goods, money, 
markets and prices; creating many dif- 
ficulties in production and livelihood; and 
making quite a few cadres, party members 
and state personnel depraved. It is also on 
this front that our people's enemies are 
concentrating their efforts and taking ad- 
vantage of our shortcomings to undermine 
our strength, and that the re-emergent 
and developing bourgeoisie is frantically 
counter-attacking socialism." 

The fact is that despite a spurt in agricul- 
tural and industrial production, supply 
still falls far short of demand. Moreover, 
as a significant portion of food and con- 
sumer goods is supplied by private pro- 
ducers or through smuggling, and as 50% 
of wholesale and 60% of retail trade are 
still controlled by private traders, the gov- 
ernment's attempt to regulate the market 
and prices has been frustrated. Taking ad- 
vantage of relaxed government regula- 
tions about purchase of domestic raw ma- 
terials and sale of products, many state- 
run enterprises have switched to supplying 
the more lucrative free market. In the pro- 
cess, state planning has often been 
ignored. 

Addressing a plenum of the central 
committee in June, party Secretary-Gen- 
eral Le Duan criticised “the malady of 
liberalism” such as cadres’ reliance on 
market forces, indiscriminate expansion 
of business outside the official plan and 
state agencies engaging in competitive 
buying and selling and arbitrarily raising 
prices of domestic and export goods in vio- 
lation of the state monopoly on foreign 
trade and control of foreign currency. 

To counter these trends the government 
has launched a campaign to expand the 
state trading sector, prohibit state enter- 


OCTOBER 6. 1983 e FAR EASTERN ECONOMIC REVIEW 


-+ 
5 
s M. 
۰ ч 
Kd 
9 
j % 
с é 
e 
و‎ 
eo 
e 
e 
e* 
e* 
e 
ي‎ 
8. 
^s 
eo 
J 
% 
o 
° 
е. 
е 
е. 
е. 
9 
e? : 
: 
+ 
ө? 
«e 
e 
в* 
e* 
e? 
< 
"ы 
в* 
Pid 
Ф 
t. 
° 


b 
+e 


tt 
i 


ҮЧҮ Үрө + 
Seien 


Em 3 
886288866066 aes 


BANQUE NATIONALE DE PARIS, First bank in France 


second largest bank in the world", has an international 


network extending over seventy-seven coutries, in ine 


five continents. 


With Branches, Subsidiaries and Representative Offices Е 
throughout Asia, ВМР is ideally р laced to meet your ` 


business and banking needs. 


In Asia 


E China (People's Republic of) 


Beijing 
* BNE Representative Office for 
Peoples Republique of China. 


"Shanghai ^ 
.* BNP Regional Office 


tional. Office for 
ngdong Provirice 


ener n 
ИГ ВМР Representative Office 


Hong Kong 


s BNP Central Branch 
and 20 Branches 

« BNP Representative Office 

+ BNP DAIWA (Hong Kong) Ltd 
Subsidiary 


India 

Bombay. 

• BNP Main Branch 
Calcutta © 

@ BNP (3 branches) 

New Delhi 

« BNP Representative Office 


indonesia 


Jakarta 
» ВМР Representative Office 


Japan 

Tokyo -> qu 
• BNP Main Branch . ^ 
Osaka . 

e BNP Branch 


Korea 
"Seoul ` 


@ ВМР Branen. 


Macau 


e BNP Branch 


Malaysia 


Kuala Lumpur 
* BNP Representative Office 


Philippines 


Manila 
» BNP Branch 


Singapore 

e BNP Branch S 

e BNP (South East Asi] Ltd 
Subsidiary si 


Taiwan: 
Taipei 
* BNP Representative Office | 


Thailand 
Bangkok 


ә BNP Representative Oftice E 


* American Banker - July 1982 


BANQUE NATIONALE DE ded 


|^ Head office: 16, Boul evard des Italiens, 75009 Pars 





mca) 





| By Paul Quinn-Judge 
"UN Bangkok: Two modest articles pub- 
| lished in the Vietnamese communist 
` | party daily Nhan Dan to mark the sixth 
anniversary of the  Laos-Vietnam 
` | friendship treaty, signed on July 18, 
-—] 1977, provide an unusually detailed 
picture of Vietnam's aid programme 
~ | there. 
Hs From 1976 to 1985, the articles said, 
| Vietnam will provide aid worth Dong 
` | 1.33 billion (US$146.7 million at the offi- 
| cial rate). 
б, Every year Vietnam selects more than 
- | 900 specialists to work in Laos, the arti- 
` | cles said. Their period of service is not 
= | specified. The specialists have been in- 
І volved in virtually every aspect of deve- 
st lopment, from agriculture to transporta- 
— | tion and health. They have also helped in 
1 the “research, survey and construction” 
of more than 100 programmes. These in- 
clude a brickworks and the Vietnam- 
Laos Friendship Tool Factory in Vien- 










prises from catering to the free market and 
curb private trade by imposing stiffer 
taxes. A recent article in the party daily 
Nhan Dan said: “We must, at an early 
date, radically eliminate capitalist trade 
_ and continue the socialist transformation 
of capitalist industry, turning it into a 
state-run industry. At present, our party 
advocates retaining part of the private 
capitalist economy and trade . . . and using 
- "itin the interest of socialism. However, we 
: _ Should pay attention to the fact that utili- 
- sation does not imply exemption from 
— transformation." That means, at some fu- 
ture date capitalist enterprises will be 
- nationalised. 


: owever, a study of the official state- 
—. M Wments about the stepped up pace of col- 
—  Jectivisation makes it clear that Hanoi is 
— only attempting to limit some of the side- 
_ effects of its liberal policy without making 
= an immediate or radical change of course. 
- After repeating the goal of basically com- 
e pene cooperativisation of the Mekong 
‘Delta region by 1985, Nhan Dan pointed 
ош that overcoming the spontaneity of 
[; capitalism among small producers is a very 
_ — long and arduous task, and according to 
_ Lenin “a generations-long undertaking.” 
Lest some overzealous cadres mistake 

the present campaign against rightwing 

— deviation as a call for the return to 
_ bureaucratic control and rigid planning, 
the official media have also stressed the 
— anger of bureaucratic centralism. The 
= emphasis is still on higher productivity and 
- _ quality rather than on simple elimination 
| Of private enterprise. In his National Day 
Speech Huu categorically stated: “The 


y 


measure of the quality of socialist trans- 
formation must be superiority in product- 
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A newspaper article reveals the hu 
Vietnamese aid to its landlocked al 
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extent of 
‚ Laos 


tiane, a gypsum mine and an airfield. 
The Vietnamese have also helped re- 
build the town of Sam Neua — the 
Pathet Lao headquarters during the In- 
dochina war — and two other small 
towns. It has also built oil pipelines and 
storage tanks and has repaired, ^ 
graded or constructed more than 
kms of roads along Highways 6, 7 and 
217. Hanoi has assisted in the transpor- 
tation of goods to and from Da Nang, the 
articles said (the Vietnamese are keen to 
end Laos' near complete dependence on 
Thailand for the procurement and tran- 
shipment of goods), and has allowed its 
ally to use the port of Da Nang as an 


Vietnamese soldiers in Laos: no mention. _ 9*sxtmatuor 


ivity and quality and, generally speaking, 
in socio-economic efficiency." 

However, strict ideological education 
and discipline are being recommended in 
order to prevent the cadres from losing 
faith in socialist objectives and falling prey 
to temptations of personal gain. "It is 
true," wrote Le Duc Binh, deputy head of 
the party's organisation department, ina 
recent article, “that cadres and civil ser- 
vants are facing numerous difficulties in 
their daily lives . . . However, we should 
clearly see that it is during difficult times 
that . . . noble revolutionary quality must 
be clearly demonstrated. Difficulties in 
daily life must not be used as an excuse to 
condone wrongdoings in violation of state 
policies and property, corruption, embez- 
zlement, exploitative business and so 
forth." 

Binh called for the continued expulsion 
of cadres who have deliberately acted 
against party policy. The party must inten- 
sify education and training of the party 

and pu» chapters must 
thoroughly watch the conduct of each 
member, he said. Some party committees 


. have already established a system under 


which each member is obliged to report to 
the party not only his income and living 
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If of t pieni eye mese 
gone to Vietnam, Nhan 
Das +; ЧЛ eg article gives a figure 
for ‘students overseas; the usual esti- 
mate, however, runs at 10,000. 

The articles do not mention military 
assistance to Laos; there are still five 
Vietnamese divisions in Laos, ultimately 
concerned with defence but also in- 
volved in some of the development pro- 
jects described in Nhan Dan. 

In addition to its aid to Laos, Hanoi 
has been providing a significant amount 
of assistance to Cambodia. Official 
Cambodian figures put the amount at 
US$56 million in 1979 and US$62 million 
in 1980. These are the only two years for 
which figures are available. 

In Laos’ case — and probably Cam- 
bodia's too — only part of the aid is non- 
reimbursable. *Almost half" of Viet- 
namese aid to Laos will not have to be re- 
paid, says Nhan Dan. The form in which 
the rest will be reimbursed has 
not been disclosed, but will prob- 
ably be in the form of Lao pro- 
ducts. Other than electricity to 
Thailand, Laos' main exports are 
wood, coffee, various other ag- 
ricultural products and tin. 


standard but also if he is planning to 
build a house, organise a wedding 
or à funeral ceremony. 

Yet another policy introduced re- 
cently seems to be instituting a caste 
system in the party. It calls for each 
party unit to classify members into 
four different categories according 
to their ideological commitment, ef- 
ficiency and personal integrity. It is 
not clear from the published ac- 
counts who would be responsible 
for designating the category or whether 
the classification carries any reward or 
punishment. But the policy seems to have 
caused some resentment. A Quan Doi 
Nhan Dan article noted that some people 
erroneously see the classification as an 
"unnecessary, confusing and troublesome 
exercise." 

In 1980-81 the party distributed cards to 
its members for the first time and used the 
Occasion to eliminate about a third of 
members by simply denying them mem- 
bership cards. But those purges do not 
seem to have created a party of pure and 
selfless vanguards. Similarly the present 
campaign might go some way to reduce 
corruption, but it is doubtful whether 
*new socialist men" will emerge from the 
exercise. 

The government is far from solving its 
basic dilemmas. These are: how to in- 
crease production by appealing to the self- 
interest of the individual while making the 
managers of this policy selfless indivi- 
duals, and how to promote production 
through private initiative without creating 
economic disparities. For the present, 
Hanoi seems content to pursue the liberal 
course while satisfying the ideologues with 
talk of tighter control and discipline. 
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Common purpose and teamwork: 
how they work for you. 


Recently, Marriott Corporation 
asked Bankers Trust to provide the funds 
for a new concept in hotel financing. 
Our combined efforts resulted in a 
$456-million syndicated financing for a 
new entity, the Potomac Hotel 
Limited Partnership. This transaction, 
in which Bankers Trust acted as agent 
and one of four syndicating banks, was 
one of the largest real estate transac- 
tions ever completed by a group of 
commercial banks. It was done in con- 
junction with the first ever $18-million 
public equity offering of its type. 


The result is that Marriott has a new 
and effective way to finance its hotel 
properties. 

In our 12-year relationship with Mar- 
riott, this is just one example of how we 
have worked together developing inno- 
vative financing solutions. Marriott 
has worked with a broad range of profes- 
sionals at Bankers Trust, including 
foreign exchange experts, domestic 
loan syndication specialists, our U.S. 
and U.K. leasing groups, and our real 
estate group. 

It is this kind of skill, creativity and 
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RURAL SYSTEMS 


Responsibility reaps rewards 


By Graham Johnson in Vancouver 

n late 1978 Guangdong was granted 
I: substantial degree of local 

autonomy to pursue economic 
policies. At the same time national shifts 
in agricultural policies were announced 
which, over four years, have resulted in a 
number of changes in the rural economy, 
most important of which has been the 
formulation of a variety of production- 
responsibility systems. The results of both 
policies in the Pearl River delta region 
have been far reaching. 

Views that the commune system is 
being dismantled or that the collective 
economy has been significantly weakened 
seem, at least from the perspective of the 
delta region, to be premature. A pattern 
of rural organisation has been built up 
over a 30-year period with substantial 
inputs from local interests. The changes 
that have occurred — especially in the 
past year or so — while wide-ranging, 
have happened within the context of an 
organisational system that Cantonese 
peasants view as broadly beneficial. The 
situation may be different in other parts 
of China, even other parts of Guangdong. 
The delta region, strategically located 
close to the large commercial centres of 
Canton and Hongkong (and the lesser 
one of Macau) has responded positively to the opportunities 
presented by more flexible economic policies. 

Since the beginning of the year the predominant form of 
responsibility system in delta agriculture has been some form 
of household-responsibility system. In Dongguan, 87% of all 
teams are said to practise full household responsibility. In 
Taishan, at the opposite side of the delta, all teams began a full 
household-responsibility system starting with the spring crop. 
In Shunde, in the heart of the delta, 97% of the teams are 
practising one of two forms of household responsibility and in 
Foshan prefecture as a whole (of which Taishan and Shunde 
are currently part) 95.8% of all teams have adopted a 
household-responsibility system with 87% practising full 
responsibility. In the Canton municipal area and parts of Nanhai 
close to Canton, the adoption rate of household responsibility 
is much lower; only about 50% of the ricelands in Renhe 
commune, for example, are managed in this way. 

Broad statistics can, of course, be misleading and mask an 
underlying reality that is complex. The movement to the 
widespread adoption of household responsibility is only a recent 
development. Although the principle of relating income to 
productivity — the key element in a production-responsibility 
system — was formulated in the delta by 1979, it has taken a full 
four years to realise the kind of household-responsibility system 
that today appears to be widespread. Other parts of China, even 
other parts of Guangdong that are less commercialised and less 
wealthy, have made the shift to this form much earlier. 

Such a system means, simply, that productive resources — 
fields, fish ponds, orchards, tractors etc. — are allocated 
(contracted) on a household basis. The contracting household 
is then responsible for meeting production quotas, tax levies, 
payments to the commune and brigade and to whatever unit 


Graham Johnson is of the Department of Anthropology and Sociology at the 
University of British Columbia 
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controls the system of water allocation. The household is wholly 
responsible for meeting these requirements. It must furnish its 
own investments (seeds, fish fry, fertilisers etc) and make its 
own decisions about deployment of labour. Production over 
and above the quotas and mandatory payments is retained by 
the household. The argument is that peasants, given 
management control over their resource allocations, will seek 
to maximise their income possibilities and higher productivity 
will consequently result. 

Peasants thus have a considerable degree of flexibility. But 
this does not mean that collective forms of economic 
organisation have ceased to exist. In terms of agricultural 
planning the three-tier organisation of the commune (and above 
it the county, prefecture etc.) are leading bodies in a real sense. 
It is the case that commune and brigade levels interfere only 
infrequently in terms of day-to-day operations, but these levels 
are nonetheless central in formulating production plans. 

The team leadership not only formulates the production plan 
in detail but is intimately involved in decisions of a day-to-day 
character. The team leadership 
draws up a production 
schedule, which peasant 
cultivators follow. Paddy fields 
are sown, fertilisers and 
pesticides applied and the 
harvest gathered according 
to a strict time framework 
which is drawn up by the 
collective. Sugar cane is 
harvested at a specified time 
and a team's production is sent 
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delivery. 
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getables, delivery dates are specified in the production 
ontract. As a result, there has been very little change in the 
tenvof collective marketing following the introduction of 
ousehold-responsibility systems, though in the Canton: 
junicipal arca.some vegetable-producing teams new supply 
irectly to consuming units, such as factories. 
* Each local area has its own particular production 

haracteristics and, as a consequence, responsibility systems 
varied. The critical variable is not so much administrative 
nit but the cropping pattern. In Shunde, for example, with its 
rong emphasis on economic crops, contracts for fish on the 
ne hand and sugar-cane and rice on the other, are phrased 
ifferently. 
Procurement quotas for fish are firm and contracting 
seholds are, in general, obliged to furnish particular 
uantities of fish at prescribed times. The contracted amount is 
ermined often through a process of competitive bidding for 
ponds, which are often jointly managed by a group of 
operating households. Under such a form the distribution is 
nified — disbursed by the team. Only the less-productive 
onds, which may be smaller or in more remote locations, are 
ontracted with full responsibility. Under such an arrangement 
pond is contracted for a particular cash amount and no output 
Ota is specified. As in most other areas of the delta, cane 
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Robert Delts i in Hongkong 

he value of Chinese exports grew at a modest rate in 

1982 and the first half of 1983 despite lower prices for 

kL petroleum — China's most important export — and new 
ctionist pressures in some key markets. Imports continued 

decline in 1982 and early 1983, however. Imports of cotton 

1 polyester fibre in 1982 were slashed 45% and machinery 

hases dropped another 27% after a 13% decline in 1981. 

oreign trade figures released by the State Statistical Bureau 

) do not agree with authoritative Western estimates of the 

of export growth and import decline (nor do they agree 

h other Chinese sources). But there is little doubt that the 

ecline in China's export-growth rate from the double-digit 

evels every year since 1977 to only 3.3% last year is largely 

ttributable to falling prices for oil and other major export 

mmodities. 

fhe price of Daqing crude exported to Japan this year has 

i reduced 15% to US$28.70 a barrel. Similar reductions 

believed to be in store for other Chinese crude buyers — 

izil, Romania, the United States and the Philippines — and 

ave been reports of Daqing crude offered on the spot 

tket at US$28.10 (REVIEW, Apr. 7). 

Chinese exports of petroleum and petroleum products were 

rth US$4.8 billion last year, a slight increase over 1981 

esenting 21% of the value of China's total exports, The 

ce cut, retroactive to February 10, could mean a reduction 

oil-export earnings of as much as US$700 million this year. 

This may be partly compensated by increased earnings from 

| sales. Coal prices have also weakened considerably this 

ir: the negotiated price for steaming coal for Japan, which 





























t27% this year. But the volume of coal exports is increasing 
ven faster: earnings from these exports last year were US$579 
Моп, more than double the 1981 figure. Japan has contracted 
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toi increase its imports of Chinese кн coal by 53-66% this 


| pror 


allocated | less land. Households 


beyond the contracted абоз receive en 

prices. 

Ricelands can be put to other productive uses, such as cash 
crops or can be left fallow, as long as the procurement quotas 
are met. Most households will use their responsibility fields to 
meet household-grain supply. Beyond the requirements of 
imposed quotas and family-consumption needs, peasant 
producers are free to make adjustments. However, cane lands 
have a specified area which must be planted entirely to cane. 


region are often clearly undivided. In Renhe commune, 

for example, devolution to the household is not dominant 
and the system of production and distribution for most teams 
has changed little over the past two or three years. There is a 
responsibility system in operation but it is one in which the 
brigades and teams allocate labour, productive resources 
(tractors, fertiliser etc.) and water as part of a unified plan. 
Distribution, often through a system of work points, is a team 
responsibility. The reasons for the retention of this older system 


т: enormously productive ricefields of the Canton 


1980s or early 1990s — coal exports are 
expected to grow steadily during this decade 
as port and internal transport facilities are 
improved. 
Clothing and garments, China’s 
‘important manufactured-export cate; 
earned US$2.4 billion last year, an increas 
17% over 1981. Although less than the 25% _ 
and higher growth rates recorded in previous. 
years, the figure reflects continued growth | 
overall clothing and garment sales to the US during t 
of bitter trade negotiations. Sales of clothing, garments ai 
accessories to the US were worth more than US$600 million in 


The SSB 


T he emergence of the SSB as an independent source of 
trade statistics continues to be a source of considerable 
confusion this year (REVIEW, Feb. 10). SSB reported on 
August 9 that total exports in the first half of 1983 reached 
Rmb 19.8 billion (US$9.9 billion), up 2.1% over the same 
period last year. Imports were reported as Rmb 18.7 
| billion; up 7.376. 
Only a few days before, a spokesman for Mofert had. 
reported that first-half exports of US$10 billion were 2.2% 
| less than the same period the year before and imports — 
E US$7.6 billion (equivalent to Rmb 14.9 billion) — were 




















































down 2.996. The discrepancy i is largely attributable to the 
fact that Mofert derives its figures from settled transactions, 
while SSB figures are based on newly available customs- 
clearance figures and reflect the actual movement of goods. 
SSB figures also include foreign-aid imports which are 
omitted from Mofert. Also, Mofert trade statistics 
apparently are skewed by use of the 1980 exchange rate of 
US$1:Rmb 1.5 rather than the actual official rate, Rmb 
1.88 for 1982. 

Final SSB figures for 1982 compare closely with US CIA 
estimates based on trading-partner data if imports are 
converted from cif to fob, though the percent-change . 
figures disagree. CIA figures, issued in June, report exports 
of US$22.4 billion — up 3.3% — and imports (converted ` 
to cif valuation) of US$17.3 billion. down.10%..Final SSB 
figures (released in the April 29 communique) were exports 
of Rmb 41.4 billion, up 12.7% гапа imports of Ктр 35.8 
, billion, ) ык wm 
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— xiaoduan baogong, іп which commune members аге 
responsible for specific tasks or phases of production — are 
several. They are partly ideological but also relate to the sheer 
complexity of distributing resources in a commune heavily 
oriented to grain production in which population densities are 
extremely high. 

There is a fear, on the part of cadres and peasants alike, that 
à distribution will result in small and less-productive fields: the 
risk of division seems too great. And so the peasants of Renhe 
seem generally satisfied with the older system. Another reason 
for the continued presence of an older system relates to the 
large enterprise sector. In Dali commune in Nanhai, for 
example, where rural-enterprise income far exceeds the income 
from grain production, the cultivation of rice almost becomes a 
sideline. Rice yields are very high — about 15 tonnes a ha. — 
but income from grain is not. Only a very small proportion of 
the commune workforce is engaged in this form of traditional 
agriculture. 

The performance of the rural economy in the delta since the 
introduction of the responsibility systems has been impressive. 
Rice yields across the region have risen to compensate for the 
reduction of acreage devoted to grain as more lands have been 
devoted to cash crops. Cash-crop yields themselves have risen, 
often dramatically. Curiouslv, the production of silk cocoons is 
in trouble. Last year, in the province as a whole, production 
fell by 12%: returns from the production of cocoons are low 
while labour investment is very high. The raising of silk cocoons 





Grain in Kiangsu: sales of US wheat to China plummeted. 





1982, an increase of 33%, according to US Customs Bureau 
statistics. Woven fabrics and textile products' sales to the US 
were US$176 million — essentially unchanged — and together, 
clothing and textiles accounted for a third of China's export 
sales to the US. 

When bilateral-trade talks broke down at the end of 1982, 
the US imposed unilateral bans on 30 categories of Chinese 
textile and apparel imports. Peking responded by suspending 
purchases of US cotton, soyabeans and polyester fibre and 
cutting back imports of US agricultural products. 


hile China's cutbacks were immediately apparent in 

үү =< figures, US import curbs seemed largely 
ineffective: imports of clothing and accessories in the 

first half of 1983 continued to climb to US$369 million, an 

increase of 38.9% over the first half of 1982. 

China's tactics were successful in mobilising the US farm 
lobby in opposition to domestic textile and clothing 
manufacturers who, together with the trade unions, were 
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is still, generally, a collective responsibility — though mulberry 
fields are contracted with full household responsibility. Given 
the present price, structure teams and households find profit 
margins low or non-existent. Silk aside, the balance of the 
agricultural economy seems extremely prosperous, though 
there was an oversupply of pigs towards the end of last year, 

The changes in delta agriculture are probably not the keys to. — 
the upsurge in peasant incomes last year which increased to 
Rmb 464 (US$236) per capita in Foshan prefecture as a whole, _ 
Rmb 722.40 in Shunde, Rmb 543.70 in Dongguan and even in 
remote Taishan, to only slightly under Rmb 200, The most 1 
fundamental change in the rural economy of the delta region 7 
has been the growth іп the enterprise sector. Rural 
industrialisation was one of the great unrealised hopes of the 
radical shift in rural economic policy at the original formulation 
of the commune system 25 years ago. The egalitarianism that 
marked those years has passed away and has been replaced by 
what can be baldly termed material incentives. 

However, the commitment to the proletarianisation of the 
delta peasantry seems to have succeeded beyond the highest 
expectations of those who once fanned the communist wind. 
Things move in curiously contradictory ways in China: but as 
late chairman Mao Zedong once noted, without contradictions 
there is по world! W 


pressing the administration of US President 
Ronald Reagan to freeze growth in Chinese 
textiles and clothing at no more than 1% a 
year. 

The final agreement, signed in Geneva in July, 
specifies an annual growth ceiling of 2-3% a year. 
This limit is expressed in terms of physical 
volume. In value terms China's textile and 
clothing sales to the US will probably continue to 
grow at much higher rates, though probably 
nowhere near recent historic levels: if China's 
rapid expansion in the US apparel market 
continues unchecked it would undoubtedly spur 
another challenge to the new five-year agreement 
— this time in an election year. 

Some observers scoffed when China announced 
in January that it would ban certain imports from 
the US. Purchases of all three commodities 
singled out in the announcement — cotton, 
soyabeans and synthetic fibres — had declined 
steeply during 1982. But the Ministry of Foreign 
Economic Relations and Trade (Mofert) 
announcement explicitly warned that purchases 
of other agricultural commodities would be cut 
back as well — a clear signal that US grain sales, 
equivalent to 70% of China's total grain imports 
over July 1981-June 1982, were targeted. As it 
happened, the Chinese threat (REVIEW, Feb. 3) 
was by no means an idle one. 

In the first half of 1983 the value of US wheat sales to China 
plummeted to US$183.6 million — only 29% of the amount for 
the corresponding period in 1982. Corn purchases dropped 
48% to US$82.1 million. Record grain harvests in 1982 made 
the exercise easier than it might have been otherwise. 

Purchases of the banned agricultural commodities — cotton 
and soyabeans — from the US were negligible, though these 
were expected to decline steeply this year in any case. Purchases 
of US logs and timber, however, dropped by 45% to only US$66 — 
million at a time when overall timber imports are believed to 
have remained at a high level. 

In all, US exports to China declined by 65% over January- 
June 1983 relative to the first half of 1982. There is no doubt 
that China's grain card hada critical impact on the textile dispute 
with the US. More important, it demonstrated that China is 
willing and able to play political and economic hardball on trade 
issues. 


Imports from Japan also declined precipitously in 1982, falling — 







USS3. 5 billion and giving 
on surplus in two-way trade. Reduced purchases of ; 
ery and equipment accounted for 88% of the drop in 






82 after dropping to low levels in mid- 1981. 

irst-half 1983 results show Japanese sales to China again on 
upswing, climbing 20% to ¥498 billion (US$2.1 billion). 

he upsurge was led by steel and steel products which increased 
o in value terms to ¥223.8 billion and accounted for 45% of 
apanese exports to China in the first half of 1983, versus 
the corresponding period last year. 

thina's exports to Japan declined by 10% to ¥570 billion. 
was largely due to the drop in prices for petroleum and 

ich together account for more than half of all Chinese 
orts to dris Exports to Hongkong rose a modest 2.5% to 
billion last year, while imports were essentially level at 
.9 billion (down 0.8976): 1983 exports show a 12% increase 
r January-May relative to the same period in 1982 in 
ngkong dollar terms — with imports from China growing 

% — but this is largely attributable to the decline of the 
ongkong value in real terms. 

Exports to socialist-bloc countries grew by 9% last year, 

hile imports declined slightly. Exports to Eastern Europe 



















ina an impressive US$1.6 


1982. Steel purchases began to pick up in the second quarter of 




















diplomatic and trade relations with the Soviet Union, Sino- 
Soviet trade remains minuscule. With exports of US$142.6 
million. and.imports of US$165.2 million last year, the Soviets 
account for less than 176 of China's total trade, ranking behind 
Belgium. 

Short- to medium-term trade prospects are extremely 
positive. Imports are expected to increase substantially this 
year, spurred by larger purchases of machinery and equipment 
and a continued high level of steel imports. But China is unlikely 
to incur anything like the planned deficit of US$2 billion even 
if machinery and equipment purchases continue to pick-up and 
large-scale imports of US agricultural products are resumed. 
As of June, China still showed a modest surplus of Rmb 1.1 
billion (US$559.8 million). 

China weathered the world-trade recession better than most 
countries. It has emerged as a major world exporter. Only six 
other developing countries scored exports in 1982 of more than 
US$20 billion — Saudi Arabia, Hongkong, South Korea, 
Singapore, Brazil and Mexico. China can only benefit from 
world-trade recovery this year and next, an effect that will be 
especially pronounced if energy prices strengthen as well. Їй 












































DUSTRY/INVESTMENT 
ow to evade or 
oppose Peking 


obert Delfs in Hongkong 
dustrial reform and reorganisation were the key thrusts 
in economic policy over the past year. Buoyed by record 
harvests, China's leaders have sought to extend the benefits 
rial incentives and decentralisation from agriculture to 
urban industrial sector. 
ollowing several years of experimentation, the conversion 
tate-owned enterprises to profit-based book-keeping on 
-paying basis — supplanting the old system whereby 
prises simply turned over their profits to the state — 
Hy took effect on June 1. It is claimed that 60,527 
istrial and commercial enterprises, more than 90% of all 
e-run enterprises effected, had made tax payments as of 
V August. 
Managerial power and responsibility have been strengthened 
n effort to eliminate the abuses and inefficiencies of the 
n ricebowl. New workers in state enterprises are signing 
wable contracts linking pay with performance. In theory at 
slackers can be disciplined by dismissal. But decentralising 
; power to make investment decisions at the level of individual 
terprises and local administrative units has again proved 
ficult to handle. 
he state's role in investment has declined. Budgeted state 
stment — historically upwards of 80% of all capital 
struction investment — declined from 56.8% in 1981 to 
last year. Localities and enterprises, however, have spent 
уоп projects outside the state plan which, central 
плет charge. are duplicated or unnecessary. 
Investment in fixed assets grew 25% in 1982 instead of 3.9% 
s planned, with local administrations and enterprises 
ccounting for 80% of the.excess amount. Industrial growth in 
82 was twice the planned rate of 4%. Heavy industry, which 
d been cut back in favour of light industry. and agriculture. 
lüring the readjustment, outpaced light industry by a wide 
margin, growing 9.3% against.a planned 
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The dangers of overly rapid investment and heavy industrial 
growth-were apparent even a year ago (REVIEW, Oct. 1, '82). 
Some observers believe that a debate over investment and 


, development speed continued through the first four months of 


this year, with the State Council group (associated with Premier 
Zhao Ziyang, Vice-Premier Yao Yilin, veteran economic 


‘planner Chen Yun and Minister of Finance Wang Віпрдіап) 


favouring slower economic growth and limited investment 
spending in the short term, while efforts to ease ейегру 
shortages and increase transportation capacity are under way. 
Party General Secretary Hu Yaobang is believed to have 
supported: party theorists and the powerful heavy industry lobby 
led by State Councillor Gu Mu and Yu Qiuli, director of the 
People's Liberation Army's political department and ex-head 


. of the State Planning Commission, who favoured higher levels 


of investment and faster industrial. growth. 

Yao, head of the State Planning Commission (SPC), in 
his report to the first session of the sixth National People’s” 
Congress (NPC) on June 7, warned that the increase of 
investment in fixed assets was “too rapid.” Investment by 
localities, departments, enterprises and bank-financed 
investment, Yao said, was displacing resources from key 
projects, particularly in energy and transportation 
infrastructure (REVIEW; June 23). 

The excessive increase in investment was a factor in the... 
resurgenicy.of heavy industry, he continued, which further. 
strained energy and raw-material supplies, stretched 
transportation capacity and, by squeezing light-industrial 
inputs, could lead to general instability in commodity prices. 

Events in the first six months of 1983 amply confirmed these 
fears. Capital construction investment, which was planned to 
decline 8.6% this year, reached Rmb 19.9 billion (US$10.05 
billion), exceeding the 1982 January-June figure by 17%. Of 
this, state investment rose 25.6% to Rmb 10.2 billion. Heavy 
industrial output rose 12.2% in the first half of 1983 instead of 
the planned 3.9%. Most Chinese industrial enterprises were 
already operating with inadequate power supplies, but the high 
level of construction and quick resurgence of heavy industry 
has exacerbated energy shortages. 

The daily shortfall of electric power in Guangdong province 
is expected to reach 4 million kh per day (about 1196:0f average 
daily output in the province) in the final months of this year. 
Rotating full supplies of electric power among factories on a 
daily basis has become common in many areas. 

The overheated construction sector strained supplies of 
construction materials, leading to illicit price increases, putting 
a squeeze оп:соѕіѕ and supplies for both light indu " and ку 






In July, the Peking press reported that state-owned 
enterprises had independently raised steel prices by as much as 
30% over the state-fixed price, cement prices by up to 35% 
and lumber prices by 200% (REVIEW, July 21). 

The State Council responded with a stiff directive banning 
illicit price increases and tightening credit policies of the 
People’s Construction Bank. The SPC has imposed a strict 
ceiling of Rmb 55 billion on all capital-construction spending 
this year — slightly less than the 1982 total — and Rmb 60 billion 
for 1984, in a order to "cut runaway spending and prevent 
further strains on the economy." Xinhua reported on July 26. 

An emergency State Council circular called for all localities 
and government departments to suspend any projects not 
covered by plans and to halt even those projects covered by 
the plan if raw materials were not guaranteed. Unbudgeted 
cash deposits of local administrative units have been frozen in 
some provinces, including Henan. 

Priority access to funds and raw materials is to be guaranteed 
for 120 key projects targeted on energy supply, transport. 
communications and essential raw materials: 70 key projects 
are scheduled to be under way and 50 more in 1984. 

The crackdown on investment spending will not be as harsh 
as in 1981, when total investment was slashed 21%, nor should 
there be major effects on foreign-investment projects and joint 
ventures, as was the case in 1980-81 when major foreign- 
investment projects, including the Baoshan steel plant, were 
cancelled or postponed. At most, the measures may moderate 
the surging demand for imported steel. 

Most of the cuts will be local projects at early stages of 
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hyperinflation of the late 1940s under Kuomintang rule. 

Under these practical restraints. the Chinese leadership has 
little choice but to attempt a gradual and controlled adjustment 
of relative price levels, balancing increases in the prices of one 
commodity with decreases in another — making sure that 
dislocations brought about by these adjustments do not become 
a threat to civil order or the basis for political challenge to the 
current leadership. 

A large increase in the price of cotton textiles has already 
taken place this year, balanced by a reduction in polyester cloth, 
In recent weeks, the Chinese press has discreetly signalled that 
prices for energy, rent and various raw materials will be raised. 

The second major factor in inappropriate investment 
patterns, as Chinese planners see it, is the imbalance in the 
amount of funds available to the central government, local 
administrative units and enterprises. State revenues have 
declined as a percentage of national income in each of the past 
four years, from 37.2% in 1978 to only 24.5% last year. 

Ideally, state revenues should represent 28-28.5% of national 
income (Chinese planners say) and capital-construction 
investment should be no more than 7-8% rather than the present 
13%. The problem derives in part from fiscal reforms instituted 
in 1980. In practice, enterprises and local administrative units 
have benefited enormously from the transfer to separate 
accounting at the enterprise, county, provincial and central 
levels. The central government remains responsible for losses 


The State Council group: Zhao, Yao, Chen, Wang 





development. In Liaoning province, 104 projects with a total 
investment cost of Rmb 25.5 million have been halted. Anhui 
has suspended 75 unplanned projects, reducing investment 
costs by Rmb 26 million. 

The emergency cuts and price controls are only stop-gap 
measures. Decentralisation of economic decision-making power 
is a central tenet of post-Mao economic policy and vital to any 
serious attempt to develop an efficient, flexible modern 
economy. So why do local administrations and enterprises, 
given a significant measure of financial autonomy, fail to make 
correct investment decisions? 


controlled-price system. Given funds of their own, local 

administrations have shown a distinct preference for 
opening profitable cigarette factories over new coal mines or 
trucking companies. This is due to the high fixed costs of 
cigarettes and low fixed costs of energy-transportation services. 
Thorough-going price adjustments and eliminating most — if 
not all — fixed prices are the only real solution, but it is 
impossible to decontrol all prices at once abruptly. 

Energy costs, for example, would skvrocket if scarcity value 
were taken into account, as would steel products, cement, glass 
and wood. This, in turn, would force most industrial enterprises 
deeply into the red unless they could pass along increased costs 
in the form of higher prices. Maintaining price stability has been 
a major policy preoccupation since the communist victory in 
1949, which was aided in no small part by the disastrous 


4 primary factor is the inadequacy of China's present 
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in state purchases and sale of grain and edible-oil crops. In 
effect, the government absorbs food and other subsidies which 
amounted to Rmb 32 billion last year, according to Zhao's 
report to the МРС in June, or the equivalent of 28% of all 
government spending last year. 

So-called extra-budgetary funds under the control of 
enterprises and administrative units now amount to Rmb 65 
billion or equivalent to 60% of the total state budget. 

Enterprise-controlled funds make up two-thirds to three- 
quarters of extra-budgetary funds nationwide. According to а 
study in the Peking Jingji Guangli (Economic Management) 
published in June, the largest proportion of 1982 extra- 
budgetary funds in Jiangsu province — 28.7% — consisted of 
capital retained by state-owned enterprises as profits or for 
special uses (depreciation, repairs, staff welfare, etc.). Urban 
collective enterprises' retained profits and special funds account 
for 15.4%. Surprisingly, 22.4% consists of special funds and 
retained profits of enterprises run by rural communes and 
production teams. 

Special loans provided by banks to enterprises made up 
13.4% of the figure. Local government departments accounted 
for only 5.2% of the total, the study claimed. Most of the 
remaining 15% is made up of the operating income of schools, 
postal, communications, health and related institutions. 

This situation has made it possible for enterprises and local 
administrative units to evade and even oppose central 
government policies. While some press reports are beginning 
to refer to decentralisation itself as the problem, others stress 
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that the problem is the inappropriately large amount of funds 

= that has come under enterprise and local administrative control. 
The attention given to this issue in recent months clearly 
indicates that the central government is pressing for major 

_ changes in the terms of fiscal relations with enterprises and 

— — localities. But the structure of such a redistribution of income 

— and the means by which it would be enforced — remains 

unclear. 


SHANGHAI 


| Weeding out the 
old, bringing 
forth the new 


— slowly 


By Teresa Ma in Shanghai 

s China's No. 1 port and shipbuilding centre, Shanghai 

А" has developed an export- and industry- 
based economy which allows the municipal government 

_ to pioneer many economic measures and has made Shanghai 

the focus of China’s current drive to revamp industrial 

enterprises. 

The city’s geographical characteristics have contributed much 
to the creation of a relatively strong municipal economic 
Structure. The 6,200-sq. km. municipality where 11.9 million 
people live is situated on the East China Sea coast with the 
mouth of the Changjiang (Yangtze River) to the north and 
Hangzhou Bay to the south. The Huangpu River flows through 
the city centre into the Changjiang. 

Exports via Shanghai amounted to Rmb 6.94 billion (US$3.50 
million) — up 2.6% over 1981) or nearly 17% of the national 
total in 1982. Last year's traffic volume reached 89.76 million 
tonnes, 20% of which were bound for overseas destinations. 
Shanghai's harbours handled 40% of the total traffic at coastal 
ports and 22% of foreign-trade traffic at such ports each year, 
according to Xu Chengfan, deputy director of Shanghai 
Harbour Administration Bureau. 

Shanghai's contribution to China's total industrial output 
was diminished to 11.6% in 1982 from 13.6% in the previous 
_ year, which may imply that there are faster-growing industries 
- in other provinces or municipalities. Shanghai's economic 
“results for 1982 are indicative of adjustments being made in the 
ratio between light and heavy industrial output, product mix 
and the reorientation of heavy industrial plants to the needs of 
the light industries. (Shanghai's total agricultural and industrial 
output value in 1982 reached Rmb 67.5 billion, a 5.1?5 rise but 
lower than the national average of 8.7%, a communique issued 
- by the Shanghai Municipal Statistics Bureau reported.) 

The overall growth rate of Shanghai's industrial production 
was below the national rise of 7.7% in 1982. Light industrial 

. output value climbed 2.9% to Rmb 35.9 billion while heavy 
industrial goods worth Rmb 27.8 billion — 6.9% higher than 
the 1981 output — were manufactured іп 1982. 

The communique concluded: *On the whole, industrial 
— enterprises in Shanghai were not advancing fast enough in 
|. carrying out technical transformation, achieving technological 
|. progress and updating products and failed to meet fully domestic 
and foreign-market demands . . . The per-unit raw material 
consumption of a quarter of the products went up. A small 
number of enterprises still operated at a loss and economic 
results were not quite ideal." 

During the course of the sixth five-year plan (1981-85). 
Shanghai's planners are to place emphasis on the transformation 
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| and consumer goods such as food, bicycles and TV sets. The 
output of TV sets rose 31.5% to 2.6 million in 1982; the 
























ood. bicvcl 




















manufacture of other consumer goods also experienced 
tremendous growth — such as recorders (1.2 times), household 
washing machines (3.3 times) and refrigerators (1.3 times). 

The Shanghai Light Industrial Bureau is committed to investing 
tens of millions of US dollars for installing advanced and energy- 
efficient equipment through direct purchase or cooperation 
with foreign concerns, vice-director Li Tsu recently told a group 
of visiting foreign businessmen. 

Technical transformation has made slow progress. Labour 
productivity at Shanghai's state industrial enterprises is about 
2.5% higher than the national average. However, in 1981 
productivity dropped 1.6% from the estimated output value of 
Rmb 29,600 per worker the previous year. Industrial 
productivity measured in 1982 was 0.6% higher than the 1981 
level, but still below what is necessary for recovery. State 
enterprises could not meet the cuts in production costs set for 
1981: 324,000 tonnes less coal, 18,000 tonnes less coke, 31,500 
tonnes less fuel oil, 22,500 tonnes less refined oil and 180 million 
kwh less electricity. 

In an effort to assist Shanghai's industrial enterprises to 
improve output using imported technology and equipment, the 
Bank of China (BoC) Shanghai branch began this vear to extend 
credits carrying very low, 2-2.5% annual interest rates for 
periods of three to four years, Some 400-500 small- and medium- 
sized enterprises have applied to the bank but only a few have 
been granted the facility, said Ma Zuhui, manager of its credit 
department. 

In recent years short-term, foreign-currency loans totalling 
nearly US$300 million have been extended to small- and 
medium-sized industrial enterprises for the purpose of technical 
upgrading, according to Shi Meinao, the deputy manager. 

Apart from the massive technical overhaul of its light 
industrial enterprises using imported technology, Shanghai is 
actively sharing its technical and management know-how with 
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Gross industrial and 
agricultural output 
value 








5.1 
Gross agricultural 


output value 39 13.0 L4 11.0 
Gross industrial 

output value 637 4.6 11.6 7.7 

— light industry 35.9 2.9 13.0 5.7 

— heavyindustry | 278 6.9 10.1 9.9 
Total export value 6.9 2.6 16.7 6.5+ 





* Calculated in 1980 prices. | 

+ Adjusted for price and foreign-exchange rate fluctuations. | 

Source: Shanghai Municipal Statistics Bureau. | 
12 other provinces in more than 110 economic and technical 
cooperation projects. Regional cooperation is initiated under 
the leadership of elder statesman Deng Xiaoping. The scheme's 
rationale is spending money where it will be most profitable. In 
practice, the state invests heavily in the light and textile 
industries in modernised cities, le: aving less-developed areas to 
study their more prosperous counterparts. 

Shanghai is the hub of the Changjiang Delta Economic Zone 
which was officially classified in 1982 to organise better 
exchanges between Shanghai and the adjacent provinces of 
Zhejiang to the south and Jiangsu to the northwest. More 
modernised cities in the zone are assigned to undertake 
advanced and new industrial products to be manufactured for 
export: the more backward are to concentrate on meeting 
domestic demand, according to an announcement in the official 
Xinhua newsagency. Participants in the exchanges are to make 
a point of making the most of Shanghai's superior expertise.in 

. shipping, foreign trade and adaptation of imported technology. 





factories which have a combined shipbuilding capacity of 

40% of the national total. In view of Shanghai's resources, 
a third of China's projected export tonnage of 1 million dwt 
during the past three years of the five-year plan has been” 
assigned to Shanghai shipbuilders. In 1982, Shanghai completed 
and delivered 67 ships of various classes totalling 326,000 dwt, 
30% more than in the previous year. Shanghai shipyards landed 
21 orders from overseas buyers in 1982 alone. 

Thé Shanghai Shipbuilding md Corp. (SSIC) was the 
first in the industry to offer suppliers export credits: Now, the 
BoC is poised to provide buyer's export credits for ship orders 
from foreign owners. The bank is negotiating with Express 
Shipping and Management Co. of Hongkong a buyer's export 
credit covering up to 85% оѓ the US$20 million orders (for four 
ships to be built by the Zhonghua Shipyard) on 8.5% annual - 
interest to be repaid every half-year over eight years. 

A supplier's export credit was offered for the first time in a 
deal signed in August 1982 between SSIC, the Jiangnan 
Shipyard and Noriental Offshore Inc. of the Norwegian 
Thoresen International Group. Noriental ordered two UT714 
tri-purpose vessels worth a total of US$10 million. Under the 
contract, equipment and technology supplied by Thoresen will 
pay fora third of the building costs. Of the remaining two-thirds, 
80% is covered by a six- to nine-year credit facility at about 9% 
annual interest. 

Shanghai's innovative finance and banking measures 
highlight the introduction of greater flexibility into the economic 
system which means there will be more business for China's 
foréign-trade partners. The latest move by the central 
government allows the Shanghai municipal government to 
approve technology imports worth up to US$10 million. Xinhua 
has announced, 

. Officials of the municipal industries are consistently urged to 
"weed through the old and bring forth the new, " albeit 
adaptation of and adjustment to new methods proceed slowly 
on both:planning and management fronts: The transmission of 

hanghat's t chnical knowhow toneighbouring provi 

۷ 


© hanghai has nine shipyards and four marine-equipment 













Spend FX | 
on good hens 
rather than - 
dear eggs - 


T he Baoshan Iron and Steel Complex, once envisioned 
























































the industrial showpiece of China's modernisati 

turned out to be a nightmare for both the Chi 
their foreign partners. Phase one of the project was threa 
with permanent shutdown in the face of much higher-thar 
expected operation costs, a heavy burden on à near-bankru 
economy recovering from the disruptive years of the Cultur 
Revolution. ; 

Baoshan is also plagued with multiple problems arising fro 
a poor infrastructure — small dock, dangers-of corrosion by 
sea-water flowing into the mouth of the Changjiang ( Yangt 
River) in the winter, inadequate energy supply and soft ear 
which means extensive concrete piling is needed to uphold 
plant. 

In 1981, Chinese authorities requested the suspension of 
US$460-million cold-rolling mill contracted to Schloeman 
Siemag AG of West Germany. The agreement was later 
amended so that delivery of the equipment will be withheld 
until 1985. China also had to pay US$46 million in compensi 
to Japanese firms after terminating some US$420 million-w: 
of contracts for phase two. Most of the compensation wen 
Mitsubishi Corp. whose contract for a US$390-million ho 
mill was cancelled. : 

Despite assistance from parts of a ¥300 million (USS1. 
million) loan from Japan, completion of phase one has be 
postponed from 1982 until September 1985. Under the revi 
plan. installation in phase one is to be finished by 1984 to. 
ready for trial operation. (Construction began at the end of 
1978.) Annual production targets are 2.7 million tonnes of irc 
2.87 tonnes of steel, 450,000 tonnes of steel tubes and 1.9 mil 
tonnes of billet. 

A 35,000-kw. power-generating unit went on line in April: 
1982 while a second unit of the same аро began operatio 
опе year later — the first projects of the Baoshan complex to 
yield economic results. The No. 1 blast furnace, designed tc 
turn out 10,000 tonnes of pig iron a усаг, has been installed: 
and is on trial-run. Also, a project to divert water from the 
Changjiang is in trial operation, It involved mainly the buil 
of a reservoir with storage capacity of 9 million cu. ms... 

Construction in the second phase has been stalled and is 
likely to be resumed in the next few years. Chinese authori 
announced in February this year that phase two will Бе 
continued. Stage two involves building a blast furnace, « 
strip mill and cold-steel rolling mill with a total producti 
capacity of 5.4 million tonnes of steel a year, 

An article in the influential Beijing Liaowang pointed ( 
that criticisms of poor planning were correct.but that such 
massive project was necessary to provide for the count 
needs. On completion, Baoshan is to produce 6 millio 
of iron and an equal amount of steel annually. Total nat 
production in 1982 reached 37 million tonnes. : 

The article said: “After 30 years of development, our . 
metallurgical industry was hardly able to satisfy the needs 
the development of various enterprises and the state hadt 
hundreds of millions of US dollars cach ы toimport 











сна MEN: 
On course as 
plotted by 
helmsman Deng 


By David Bonavia in Peking 

hina's elder statesman Deng Xiaoping can draw 
QC from the fact that the country's political 

structure is now shaped pretty much as he has been 
planning for the past six years: the posts of communist party 
chairman and-vice-chairman have been abolished; the state 
presidency has been restored; many elderly leaders have been 
moved on to advisory commissions, making way fof younger 
people. "^Y s 

The 40-million strong party, led by General Secretary Hu 
Yaobang, nowadays is discouraged from too mucli intervention 
in matters of day-to-day administration, which is the work of 
the partially elected organs of government from the highest to 
the lowest levels of the bureaucracy. 

The appointment of Li Xiannian to the revived presidency 
both neutralises the veteran economic planner as а critic of 
some of Deng's policies and removes the crusty Ye Jianying 
from his position as chief representative of the state. 

Deng's principal remaining problems are with some top 
military commanders — who dislike his policies — and the upper 
and middle levels of the party and government bureaucracies 
in the provinces, where Maoist conservatives still retain 
influence and represent a 
source of passive resistance 
to the reforms masterminded 
by Deng and Premier Zhao 
Ziyang. A threatened purge 
of some 16 million leftist, 
inefficient or corrupt party 
members has not 
materialised, though cadres 
who rose to positions of 
influence during the Cultural 
Revolution are debarred 
from further promotion. 

The main political event 
of the year so far has been 
the publication of Deng's 
selected works — mostly 
speeches — and the 
initiation of a nationwide 
campaign to study them. 
This does not, however, 
mean that Deng has begun 
to develop a personality cult: 
the publication, shortly 
afterwards, of the selected 
works of the late marshal 
Zhu De was probably 
designed to emphasise this 
point. 

Deng's works do not 
throw much fresh light on his 
pragmatic line of thinking, 
which is already well known. 
But they disclose that, as 
early as 1975, he was 
criticising senior army 
commanders for “indolence” 
and failure to take 
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Execution time in Guangdong: part of the battle against crime. 


responsibility. His progressive demilitarisation of the leadership 
since his second rehabilitation in 1977 shows that he disagrees 
with Mao's concept of the People’s Liberation Army as a key 
factor in the organisation of social change and morale-building. 

On top of that, chief political commisar Yu Oiuli warned the 
army that it would be in for a “shake-up” (Xinhua news- 
agency's wording) if it did not straighten itself out. As a hint of 
the rewards to be reaped for reform in the military, honour 
guards and the new People's Armed Police Force (PAPF) were 
issued with smart new uniforms including peaked caps and 
shoulder-boards. The generals, meanwhile, still go around in 
baggy uniforms without insignia of rank. 

The landmark event of the year was the Sixth National 
People's Congress (NPC) held in Peking in June. A little 
surprisingly. Deng used this occasion to resign from the 
assembly. As he jokingly told visitors later in the year, the secret 
of his stamina and longevity was "not to get involved in day-to- 
day administration." This would seem to indicate greater 
confidence on his part in the shaping-up of the administrative 
team he has put together which, at some time in the next few 
years, is going to have to show that it can stand on its own feet 
without being permanently propped up by Deng. 

The proportion of party members among delegates to the 
NPC has been reduced from 60% to 40%, while there have 
also been significant increases in the numbers of ethnic-minority 
nationals and religious figures — a sign of the leadership's 
continuing commitment to a United Front strategy. Delegates 
from Hongkong and Macau increased from 20 to 47 and those 
of Taiwan origin from 17 to 33. Deng stepped down from his 
chairmanship of the Chinese People's Political Consultative 
Conference — the main constitutional authority — in favour of 
late premier Zhou Enlai's widow, Deng Yingchao. 





Gang of Four members Jiang Qing (late chairman 

Mao Zedong's widow), Wang Hongwen, Zhang 
Chunqiao and Yao Wenyuan, all sentenced to death in 1981, 
under the unique Chinese system of conditional reprieve. Since 
no evidence was 
presented of reform or 
contrition on the part of 
gang members, the 
reprieve was clearly a 
political act aimed at 
healing rather than 
reopening old wounds. 

Less fortunate were the 
three major leftwing 
agitators of the Cultural 
Revolution: Nie Yuanzi, 
the woman philosophy 
teacher whose wall-poster 
at Peking University 
signalled the movement's 
initiation; Kuai Dafu, head 
of the violent Jinggangshan 
Red Guards group at 
Qinghua University, and 
Han Aijing, head of the 
Red Guards at the Peking 
Aeronautical Institute, 
who was said to have led 
the persecution-to-death of 
Marshal Peng Dehuai. 
They drew long jail terms 
having already served 
some 12 years which may 
be deducted from their 
sentences. 

One of Deng's known 
ambitions is a thorough 
reform of the bureaucracy. 
Apparently blocked in his 
attempts to do more than 
lower average-age levels in 
the party itself, he has 


Е in the year clemency was extended to former 


OCTOBER Б, 1983 ө FAR EASTERN ECONOMIC REVIEW 


WOODWARD & DICKERSON CANADA LTD., 
VANCOUVER, TELEPHONE 604-926-7434 


PETROSUL INTERNATIONAL LTD 
VANCOUVER, TELEPHONE 604-926-7434 


WOODWARD & DICKERSON EUROPE LTD., 
LONDON, TELEPHONE 01-581 1691/9 


WOODWARD & DICKERSON JORDAN LTD. 
AMMAN, TELEPHONE 44657 


WOODWARD & DICKERSON FAR EAST LTD., 
HONG KONG, TELEPHONE 5-253071-4 


WOODWARD & DICKERSON JAPAN LTD., 


the home of our people TOKYO, TELEPHONE 212-2411 


DICKERSON HIRYO K.K., 
TOKYO, TELEPHONE 212-2411 


who have distinguished rT SANDY ку, 


HOKKAIDO, TELEPHONE 0157-24-7549 
WOODWARD & DICKERSON FAR EAST LTD., 


themselves т, world SEOUL, TELEPHONE 777-9551/4 


WOODWARD & DICKERSON INDIA PTE, LTD., 
NEW DELHI, TELEPHONE 670464 


trading since 1 8 78. WOODWARD & DICKERSON PHILIPPINES, INC., 


MANILA, TELEPHONE 818-0863 


Sen: WOODWARD & DICKERSON SINGAPORE PTE. LTD., 
f & Qa SINGAPORE 1, TELEPHONE 222-3588 


UNi vee ' AHAA Biud BUMI-WOODWARD SDN. BHD., 
"s KUALA LUMPUR, TELEPHONE 486488 


s *— 7090/9 C.I.C. LIMITED 


f PF. Ф KARACHI, TELEPHONE 551595 


ESTABLISHED 1873 


~ 
Q 
WOODWARD HOUSE Ly 
937 HAVERFORD ROAD. BRYN MAWR, PA. 19010 U.S.A Ey Ф 
TELEPHONE: 215-527-5200 • TELEX: 084-5244 • TWX: 510-662-3381 ` 1. 
CABLE: WOODWARD 
32R 


? 
PEL 
А 


Vii т” 


M^ 











It’s Asiawide transaction processing and account inquiries, on-the-spot in Hong 
Kong and Singapore. Our Regional Processing Centers handle your U.S. dollar 
payments and provide you with personal assistance on account inquiries in 
your time zone. 








FINANCIA 
SOURCE: 





It’s timely cash flow information. 
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available today. We offer state-of-the-art S.W.I.E.T. 
capabilities, in addition to our sophisticated private 
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accuracy in transaction processing, account inquiries 
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The world’s newest commuter 
aircraft has now rolled out to be met 
by unanimous, enthusiastic, expert 
acceptance. As the world’s newest entry 
in the commuter class, the CN-235 
logically provides the latest solutions 

Realistic solutions to the 
fundamental problem of all transport 
aircraft: how to combine total reliability 
with maximum profit. And how to 
guarantee that profitability. 

The CN-235 guarantees operating 
profit by its built-in solutions to today's 
real problems. Built-in solutions that 
include: minimal operating costs; 
maximal first class 38-40 seat 
passenger comfort; optimum world-wide 


service support; ultimate weight-saving 
construction technique; unrivalled 
versatility via its vast can-do rear cargo- 
ramp door; and the absolute reliability of 
rugged General Electric CT7-7 turboprop 
engines that have the lowest fuel 
consumption among engines of their 
class. 





The CN-235 is not only the newest 
commuter. It is also the ultimate 
problem-solver. Real solutions to real 
problems. 


The CN-235 
performs for your profit. 


CASA-NURTANIO 


For further information, contact: Construcciones Aeronáuticas, S. A 
Rey Francisco, 4. Madrid-8. Spain. Telephone: 247 25 00. Telex: 27 418 CASA E. 
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schools. 

Tougit measures ‘continue to be taken against corrupt 
officials; though the problem is deep-rooted and intensified by 
general cyni and scepticism about ideology which have 
resulted from the political upheavals of three decades. 

The English-language China Daily was certainly reflecting 
Deng's views | the cadre problem when it wrote on August 
jünediately SER to set in place a reserve 












ation Du тА educational facilities 
up to attaining its goals for the year 2000 





g iandbitants of Qinghai think a ne 
known. | Моге than 30 criminals were shot in 


j in attacks on this p power ind б — 
iterature is the only sector where it is still 
ack rightism: in any other sphere anti-rightism 
is considered virtually subversive, for the main thrust of current- 
day ideology іѕ of course anti-leftist. The result is predictable: 
turgid prose and lack of new ideas, in sharp contrast to the 








FOREIGN POLICY 


Zhao's jacket and t: tie mean 
more than Deng’s Thougl 


States this year is the expected visit by Defence Secretary 

Caspar Weinberger who, in the past, has opposed sales 
of high-technology US products to China on security grounds, 
even when the State Department would have favoured them. 
For political reasons, President Ronald Reagan ended up by 
listening to State, so Weinberger must accept the new situation 
with good grace — and what better way than by visiting 
Peking? 

Relations with the US have dominated China's foreign policy 
over the past year. The central issue, of course, is Taiwan, a 
delicate problem of domestic politics for elder statesmat Deng 
Xiaoping, whose political conflicts with some top army 
commanders do not give him the leeway to be flexible over the 
so-called sacred national task of recovering Taiwan (and 
Hongkong). Fate seemed to conspire against a good Sino-US 
relationship. Protectionists in the US could not stomach the 
level of textile imports from China and Peking was irked to 
find itself doing less well than Hongkong in the US market. An 
agreement was thrashed out, however. 

On top of other irritants, Washington sold US$530 million 
worth of military-technological goods to Taiwan: China's 

_ ;reaction was at first restrained, then irritable. The case of 
"defecting Chinese tennis star Hu Na was dropped after some 
very acerbic comments in the Peking média. Technical issues 
like the Alabama railway bonds case and Pan Am's décision to 
* resume flying to Taiwan, were handled in a fairly adult fashion. 


S ymbolic of China's mending of fences with the United 
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eho. шош me youn artists are managing 
out original у work eyen if they have little opportu 


calligraphy. which are politically innocuous. 

Stage works are mostly still lightweight. ‘but there hi 
an active revival of Peking and other regional opera adil 
a reaction to the revolutionisation of the opera attempted 
Jiang. Most youtig people, however, find the opera too. 
old-fashioned for their taste- The cinema is concentratin 
family dramas afid’revolutionary history, but a fair numbe 
classic foreign films are being shown, both in movie theati 
and on TV. English lessons have a nationwide TV foll 
particularly the BBC series Follow Me. 

Contact with foreigners has been largely withered by P 
Security's policy of investigation and warning off of almos 
Chinese person seen associating informally with aliens 
persist, nonetheless, while the growing number of marria 
between foreigners and Chinese is providing a channel for 
cultural contacts. 

The foreigners-are-dangerous line has received extra 
emphasis with the setting up of a new Ministry of State $ 
to combat espionage and other threats from outside. It is: 
uncertain whether this ministry controls the new PAPF i 
snappy new dress which guards foreign embassies, natio 
monuments, etc. as well as taking responsibility for borde 
guard duties. 

The social atmosphere in China today is relaxed. thougl 
economic problems including urban unemployment cause 
chronic level of dissatisfaction manifested in a hunger for tr 
or resettlement abroad, dislike of responsibility and 
bureaucratic sclerosis. The younger generation is materi 
in the extreme and relatively hostile to ideological postu 
апа regimentation. f 





























































China has always maintained that it will not be bought 
the Taiwan debate'by US sales of arms or military technol 
to the People's Liberation Army. It has made good this 
denying all foreign products to the armed forces — can 
big British deal last year and lecturing the PLA on the 
develop its own new weapons. So Weinberger's visit seem 

likely to be an exercise in diplomacy more than in 
salesmanship. 

A year ago, China seemed to be arming at à middlé-af 
road position between the US and the Soviet Union. Presi 
Yuri Andropov seemed more interested in redeveloping 
Soviet relations than his predecessor, Leonid Brezhnev. 
and cultural exchange were growing. Peking looked with 
interest at the Warsaw Pact countries: the US was again 
a meddlesome “imperialist? power, while accusations. of 
expansionism receded. But this year the Chinese have айа 
cooled off towards Moscow, claiming that it says one thin; 
does another. There has been no progress in the 14-year 
border talks. despite the likelihood of the chief Soviet negoti 
— a tough career diplomat — being replaced by top Soviet | 
Sinologist Mikhail Kapitsa. 

Still. China balances its condemnation of Soviet acts 
Afghanistan and Vietnam's occupation of Cambodia wi 
condemnation of US power-politics in Central Americ 
Meanwhile, Andropov has. made a series of see 
conciliatory offers over the US-Soviet arms talks and 
China and Japan by moving to relocate іп Siberia S 
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- which would otherwise have been sited in Eastern Europe — 

- pointing west. 

___ Relations with Japan have moved back to an even keel after 
- trade problems and irritants such as the Japanese school- 

| textbooks issue have been more or less overcome. China, 

| however. faces the prospect of a destabilisation of relations 

| with North and South Korea. The hijacking of a Chinese airliner 
| to South Korea raised tricky issues: the South Koreans 

‚ collaborated in exemplary fashion over return of the passengers 
| and aircraft, but China was predictably annoyed by the light 

- sentences which the Seoul court dished out to the hijackers, 
[pv sure of a heroes’ welcome in Taiwan when they are 
released. 

_ Security and anti-hijack procedures on China's СААС flights 
_ were shown to be so inadequate that, unless they are drastically 
_ improved, there may well be more hijacks to South Korea. if 

_ not Taiwan. A heavier sentence for the hijackers in Seoul would 
have deterred some attempts, but South Korea evidently 
wanted more than China was yet prepared to give in exchange. 
Seoul badly wants official ties — of any kind — with Peking in 
order to insure itself against attack from the North. (China and 
the Soviet Union can cripple the North Korean army if they 
want, by squeezing fuel supplies.) 

— The hijack cost СААС heavily in terms of cancelled and 
rescheduled flights, because all Chinese passengers below a 

_ certain rank were banned from the national airline, which began 
— showing a severe loss as a result. 

—— China's main regional preoccupation remains Vietnamese- 
‘occupied Cambodia. Despite all its efforts, Peking has been 

< unable to consolidate either the leadership of the anti- Vietnam 
sistance groups or their military strength. Prince Norodom 
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China's skyjackers: annoyingly light sentences 








“admit they know how unpopular the Khmer Rouge made 

themselves when in power. The Peking visit by Australia’s 

— Foreign Minister Bill Hayden drew attention to China's absolute 

_ demand that a Vietnamese withdrawal must precede any serious 

— talks on Cambodia — to the point that Hayden was 

t embarrassingly forced to qualify his contention that all sides 

— should show flexibility over the issue. 

— — Meanwhile the possibility of a confrontation with Vietnam in 
_ the South China Sea became clearer as China began farming 

| out its offshore areas for exploration by Western oil companies. 

Jf it offers concessions further from its shores, China may invite 

‘challenges by Vietnam or even the Philippines or Malaysia. 

| [n most of the rest of the Third World, China's influence is 

| at low ebb. The victorious African revolutions — in Angola, 

- Mozambique and Ethiopia — have been captured by the Soviets 
through their Cuban allies. Libya grasps for control of Chad 

and China's kneejerk response is to call on France to “stop 

interfering." The split in the Palestine Liberation Organisation 

has undermined what influence Peking had there. Leftwing 

Marxists in the developed world are disillusioned with Deng's 

social and economic reforms. The puritanical glow of the 1970s 



















COIS 
worshippers. 
Nonetheless, China's reversion to a state of near-normalcy 
— as Third World countries go — has made it much easier to 
deal with, whether in the agencies of the United Nations or in 
bilateral matters with other countries. Premier Zhao Ziyang 
now frequently appears in a Western-style jacket and tie, which 
somehow says more about the country than all the collected 
speeches of Deng. 

The growing anti-nuclear movement in Western Europe 
would have given China a golden opportunity to support the 
European peoples’ aspirations for independence from both 
superpowers — were it not exploding nuclear weapons in the 
atmosphere and testing its own inter-continental ballistic 
Missiles. 


OFFSHORE/ONSHORE OIL 


18 of 25 bidders 
are signed 
up offshore 


By Teresa Ma in Canton 

flurry of oil exploration contract-signing in August and 
A September has set off much movement in the support- 

service industry which has been on the look-out for 

business offshore China. To date, 18 of 25 foreign oil companies 
which bid for offshore exploration rights have been signed up 
to drill China’s seabeds. China’s attraction lies in its largely 
unexplored continental shelf which stretches some 18,000 kms: 
its coast, said to be the last unexploited frontier in the world, 
holds some 30-50 billion tonnes of oil in reserve, according to 
more modest non-Chinese estimates. 

Advances in the country’s modernisation programme — 
which aims to quadruple agricultural and industrial output by 
the end of the century — will naturally be accompanied by uses 
in energy consumption, Offshore oil and gaS exploitation is 
especially important to the country's development now that 
onshore production has been falling continuously since its peak 
at 106.2 million tonnes of oil and 14.52 cu. ms of natural gas in 
1979, 

China lacks both the technology and funds to import the 
massive technology necessary for developing offshore 
resources: instead it has invited participation of foreign oil 
companies to help its offshore programme get off the ground. 

Attention is focused on the current first round of bidding for 
tracts in the South China and the Yellow Seas. The first 
contracts signed in this round went to a consortium led by British 
Petroleum (BP) in early May. The five contract areas awarded 
to the BP-led group totalled 14,086 sq. kms or nearly 10% of 
the area open to bids. Four are in the Zhujiangkou (Pearl River 
mouth) Basin and one in the Yellow Sea. 

The consortium is responsible for all costs incurred during 
the exploration period which may run from five to seven years 
depending on the size of each contract area. BP has a 45% stake 
in the consortium; its partners are Broken Hill of Australia 
(20% ), Petrobras International of Brazil (15%), Ranger Oil of 
Canada (10%) and Petro-Canada Exploration Inc. (also 10%). 

In early August, two Occidental Eastern-led consortia won 
exploration contracts covering a total of 2,570 sq. kms or 18% 
of the BP group's contract areas. Exploration in the two 
concessions, both in the Zhujiangkou Basin, will require an 
estimated US$115 million, of which Occidental will contribute 
USS60 million over a three- to five-year period. 

Occidental has 50% interest in one block, with the remainder 
shared by Société Nationale Elf Aquitaine (ELF), cie Française 
des Petroles' Total Chine, both of France; and Tricentrol 
Exploration Overseas of Britain. The other block is 55% held 
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by Occidental whose partners аге 
Tricentrol, Hispanica de Petroleos 
of Spain and Amplo Exploration 
and CSR, both of Australia. 

Esso China and Shell Exploration 
were awarded two blocks totalling 
5,120 sq. kms, also in the 
Zhujiangkou, in August. Esso 
China, a subsidiary of Exxon Corp. 
of the United States and Shell 
China — а subsidiary of the British 
arm of the Shell group — have equal 
equity interest in the joint 
exploration. Esso is the operator for 
both blocks. 

Two weeks later, Japan National 
Oil Corp. (JNOC) and a separate 
consortium headed by Idemitsu Oil 
Development Co., also of Japan, 
pocketed exploration contracts. 
JNOC is to operate in a 1,283-sq. km 
tract in the Zhujiangkou Basin while 
Idemitsu — with partners Natomas 
(Far East) of the US and Cluff Oil of 
Britain — won a 963-sq. km. block 
in the Beibu Gulf. A ЈМОС official 
said his company will sign a second exploration contract in early 
October. 

In August 1982, the China National Offshore Oil Corp. 
(CNOOC) invited foreign oil companies to bid for 43 South 
China Sea and Yellow Sea tracts (totalling 150,000 sq. kms) 
which attracted 102 tenders. Of the tracts up for bid, 22 are in 
the shallow waters of Zhujiangkou Basin, believed to have the 
richest reserves which attracted the most tenders. Six good wells 
said to have commercial potential were discovered by the 


Daqing: new techniques for underground fractures. 





EIf's first two wells, both sunk in 1981, were bone dry. Its г 
drilling programme this year will be completed with another 
two wells, the minimum dictated by its contract. A 
Total has drilled 14 wells so far, three of which have reported — 
excellent results. Its first good wells showed test yields of 4,672 
b/d of crude. Another good well, discovered in 1982, promises  — 
5,010 b/d of crude and 3.5 million cu. ms of natural gas a day. 
The third discovery has the highest output at 8,460 b/d from 
depths of 2,200 ms. Beibuwan's formation — small pockets of. 


Chinese in 1975-77. Another 12 tracts are in the Yellow Sea | oil rather than level structures — makes drilling difficult. | 
and nine in Beibuwan (Gulf of Tonkin). | Operational costs have been staggering for Total. So far, the ү, 

CNOOC, set up under the Ministry of Petroleum Industry compay is believed to have pumped US$100-150 million into , 
(MoPI) in February 1982, monitors exploration and Beibuwan. Recently, 10% of the project was sold to the JNOC- — 
development of offshore resources and is empowered to sign led China Beibu Oil Development Co. in order to raise US$50 — 
contracts with foreign companies. Although МОРІ is also | million for drilling expenses. > | 
drilling in the East China Sea, the area remains much the Arco's first well was sunk in January at a depth of 3,800 ms: 1 
domain of the Ministry of Geology and Minerals (MoGM) a second well is being drilled. No oil or gas find has been | 
which came into being in 1979. reported so far. 


At present foreign oil companies drilling in China were given 
exploration contracts before the current round of bidding took P is scheduled to drill its first well at the beginning of 
place. In 1980-82, some 50,000 sq. kms offshore were contracted B October: BP officials in Canton said they will need one 
to foreign companies for exploration. Elf, Total Chine, Arco 


drilling rig by the second quarter of 1984, another in the 





(Atlantic Richfield) and Santa Fe Minerals, both of the US, following quarter but no more than three rigs at any one time. | 
and JNOC were all awarded tracts independent of the bidding | In the East China Sea, MoPI and MoGM have drilled three 
process. wells in a 460,000-sq. km. area between Taiwan and the Korean 
JNOC has two blocks totalling 25,500 sq. kms in central and peninsula. Longjing No. | tested at 2,628 b/d while Longjing ` 
southern Bohai where drilling began in March 1981. Elf has | No. 2 has been determined to be a natural gas well. MoGM 
9,400 sq. kms in the Shijiutuo field, north of the JNOC blocks. | has also begun drilling the Pinghu series of wells. Commercial 
Arco, which won its contract in-September 1982, is exploring | finds at 4,651 ms at Pinghua No. 1, located 420 kms south of | 
in a 65,000-sq. km. site in Yinggehai, south of Hainan island. Shanghai municipality, 
Total is west of the island in Beibuwan with tracts totalling were announced in 4 
10,190 sq. kms. June. | 


In 1982 alone, some 20 wells — 16 exploratory and four 
development — were drilled offshore compared to 2,900 created 
onshore. The success ratio varies from field to field but is 
encouraging overall. JNOC has hit commercial oil in Bohai 
Test yields completed in May at the most recent of its eight 
exploratory wells indicate production up to an average of more 
than 1,600 tonnes or 12,200 barrels of oil and 190,000 cu. ms of 
gas a day. JNOC is drilling from two platforms in the Chengbei 
field in western Bohai. The 2,000-m. Chengbei structure was 
found by the Chinese from drilling in the 1970s. JNOC’s first 
good well has a capacity of 7,300 barrels a day (b/d) of crude 
and 7 million cu. ms of natural gas a day. 

JNOC has increased its offshore exploration investment 
threefold to US$600 million; the decision was announced in 
September 1982 when then Japanese prime minister Zenko 
Suzuki visited Peking. Another two ycars have been added to 
the original five-year contract which is now valid until May 
1987. 
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The state expenditure | 
budget has allocated 
Rmb 15.47 billion { 
(US$7.7 billion) to the | 
petroleum sector for the 
five years 1981-85. The 
enormous sum that 
foreign oil and related | 
companies will drain 
into Chinese seas will be 
many times that amount.  — 
The latest estimate, by 
London brokers De 
Zoete and Bevan, is that 
the offshore programme 
will consume US$75 
billion over the next 
decade; equipment 








Sheng Т hard hat: on top of her fur сар.“ 


ne will make up US$50 billion of 
ged much lower — US$20-35 bil 





licating the risk-contract negoti 
ed then, inan effort to calm jitters, that oil prices would 
ilise fshore-oil p on begins at the end of 
decade. Furthermore, they said, most offshore finds will be 
to satisfy domestic needs and therefore remaimunaffected 
e fluctuations in international markets. ' ^ * 





wever, price is Of utmost concern to the foreign partners 
y will likely sell their cut of the oil finds outside China in 
to recover foreign-currency investment costs. Once. 
rcial-oil flow begins, foreign operators will be paid 
tion expenses with a previously agreed cut of the crude 
This profit split. coined the X factor; has been break- 
contract negotiations, along with provisions for 
лову transfer and the planned number of exploratory 
_ The exploration phase, which will come on full strength 
he next three years, means US$3 billion in risk capital 
perator, according to a Bank of. America estimate. 
hough neither the Chinese Government nor foreign banks 
rivolved in financing exploration, funding opportunities 
nty in offshoot industries such as building rigs and supply 
Is, leasing equipment, construction of logistics bases and ^ 
capital for joint. ventures: 
:support-services sector is in theory a Chinese monopoly, 
10 benefits leaking to keen. neighbours such as Hongkong 
gapore. CNOJSC, set up to coordinate all support 
гоп land, is a 50:50 joint venture between Peking-based 
OOC and the Guangdong provincial government. Since its 
on in May 1982, CNOJSC has put together 12 
liaries and joint-venture companies in cooperation with 
іпеѕе (mainly provincial) organisations. | 
subsidiaries oversee development and management of 
bases in Canton, Chiwan-Shekou, Zhanjiang and Sanya 
uthern tip of Hainan island. There are also six 
service companies in charge of helicopters, 
imunications, supply vessels and others in addition to 
s which procure materials and labour. The various 
liaries are in turn to enter joint ventures with foreign 
anies to secure foreign funds and technology. It is 
able that the resulting Sino-foreign joint-venture 
anies compete against each other despite their common 
cteristic of part-Chinese ownership. The same perplexing 
m is true among various Chinese ministries and state 
irises engaged in the offshore business. 
ООС was separated into four independent regional 
rations in mid-1983. The former South Sea Branch (SSB) 
vn for its size and clout — has been renamed the Nanhai 
Oil Corp. and operates from Zhanjiang, It is responsible 
e area west of the South China Sea including Beibuwan 
inggehai. Nanhai West has inherited SSB's assets 
ding a computerised seismic-analysis centre) and staff 
now numbers 10,000. | 
' Nanhai East Oil Corp. in Canton, with a staff of about 
people, is minuscule in comparison: it supervises the 
itive Zhujiangkou Basin. Unlike Nanhai West, the Canton 
erpart does not have an infrastructure.of exploration- 
ort companies which are free.to cooperate with foreign 
panies. | a ree ^ 
hai West may subcontract services such as positioning, 
itvey, data-processing and the supply of support 
scue boats and the like, The Zhanjiang corporation 
our drilling platforms, eight supply vessels, a 350-m. pier 
е berths and 10 warehouses with a total floor space of: 
sq: ms, The other regional corporations — the Bohai, 
orp. in Tanggu and the South Huanghai (Yellow Sea) Oil 
).— аге to execute contracts signed by CNOOC in Peking. 
While China continues to improvise offshore activities, its 
reign partners are becoming а little wearied by the high cost 
housing and labour. Those oil companies waiting to be 
mitted to the Chinese offshore theatre are keeping à close 









































- China's has made him an understandable hero to millions of 
` filmgoers. TT ; 


To fill the gap created by dwindling onshore oil flows, the” 
slow advent of offshore-oil production and the enormous energy 
demand rising from the planned quadrupling of agricultural 
and. industrial output by the year 2000, China is digging deeper 
onshore and is combing vast tracts of land for new reserves. 

A sécond round of large-scale oil prospecting, which began 
in late 1982, is to locate sufficient reserves to double annual oil 
Output to 200 million tonnes by 2000. Exhaustive exploration is 








: planned for four onshore areas over the next 10 years. The first 






comprises sedimentary basins in central and eastern China 
including western Sichuan province; the Ordos highlands in 
Inner.Mongolia and regions of the Songhua and Liao rivers. 
Other areas are the Tarim Basin in the Xinjiang Autonomous 
Region, the Mesozoic and Cenozoic in.the east and the upper 
and lower reaches of the Changjiang (Yangtze River). 

A considerable portion of the Rmb 15.47 million allocated to 
the petroleum industry under the 1981-85 five-year plan will be 
spent on increasing production capacity of onshore oilfields 
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By Ian Findlay in Hongkong 

irst the carrot and then the stick is the way the Chinese 
E Party keeps firm control over cultural and 

social activity. But in the past five years the stick has been 
wielded far less. The carrot has come in the shape of promises 
for greater intellectual freedom, more published books, more 
plays and films, a greater variety of foreign cultural events and 
a slightly easier social life. 

Chinese youth are forever being exhorted to be more 
"dynamic, curious, and creative" and to take inspiration from 
the West. But at the same time the call goes out the Chinese 
authorities warn against coming into contact with foreigners 
without permission and a free and easy attitude towards sex. 

The Gang of Four, as always, is the whipping horse for 
allowing the breakdown in social and cultural morals, Their 
tyranny is still the most popular reason given for the cynicism 
and disillusion among China's youth: and, as young people 
heed exhortations to be more “dynamic, curious, and creative" 
they are accuséd of being more interested in their own ideas 
than those of the party. : А 

The Yangcheng Evening News published in Canton reported 
some months ago that the city’s teahouses were being polluted 
by the antics of teahouse singers. The newspaper complained 
about the way in which the singers moved and how some of the 
songs lyrics seemed to be “exaggerating some of the unhealthy, 
negative things in life.” | 

All aspects of individualism have not escaped the control of 
the party completely. The film Alf Colours portrays a rebellious 
worker who is a far cry from the pure, heroic stereotype of t 
People's Liberation Army soldier who willingly sacrificed his 
life for his country and his comrades. E 

Liu Sijia, the new hero and model for many, dresses well; ^^ 
drinks and smokes and is proud of it. Liu has his own opinions ` 
about what the world is about. He attacks bureaucratic rigidity 
with apparent disregard for the consequences. His easy ways ` 
and attractive individualism in a tight puritanical society like ©" 






















Tens of millions of enthusias 
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whose combined output has been on the decline since peaking 
at a little over 100 million tonnes in 1979. Already it has been 
reported that crude production capacity jumped by 3.17 million 
tonnes in 1982 while that of natural gas went up 11.93 million 
cu. ms. 

The renovation of eight onshore fields is among 93 priority 
capital-construction items (each costing a minimum of Rmb 
500 million) announced by the State Planning Commission in 
June. Daqing, China's top oilfield in Heilongjiang province, 
will be expanded. Other fields to be upgraded are the Liaohe 
Basin in Liaoning province, Zhongyuan (central plains), Huabei 
(north China), Shengli in Shandong province, the Qaidam Basin 
in Oinghai province, Junggar in Xinjiang and fields in Inner 
Mongolia and Sichuan. 

China has turned to foreign aid to speed up the country's 
onshore exploitation. A second World Bank loan of US$100.8 
million was extended in April to help expand oil production at 
the Wenliu fields some 500 kms south of Peking. A third loan, 
also for equipment purchase, of US$200 million is anticipated 
for 1984, In 1980, part of a Japan Export-Import Bank loan 
was used in the development of onshore oilfields 

Beginning in August 1979 the China National Oil апа Gas 


of the anti-heroic type of film, but China's film policy is still 
rooted in belief that it should project a good socialist society. 
In the past year there have been numerous articles on how 
boring cinema has become — and always was. In one such article 
someone complained: “I cannot sit through them, not even 
when I want to kill time." 

But the standards of Chinese film-making in general have 
risen gradually in the past three years. Rickshaw Boy, directed 
by Ling Zifeng. won China's top film award, the Golden 
Rooster and a Sino-Japanese film, The Game Yet to Finish, 
has been well-received abroad. Golden Rooster Awards were 
established in 1981 to encourage film production, promote the 
best of the industry in everything from children's films to 
editing. from set design to acting and to a lesser extent bring 
Chinese cinema greater recognition abroad. 

Whatever the changes for the better, much that is touted as 
being very good and an example to the rest of Chinese artists 
has come from abroad. In music Beethoven and Mozart always 
draw enthusiastic audiences. Operas such as Carmen, Othello, 
and The Marriage of Figaro have all been well received. But 
for the Chinese the problems with such works is how to deal 
effectively and tastefully with the flamboyance and sensuality 
in these works. The slightest innocent kiss can easily cause 
shock. 

But of all art forms which achieved a lease of life after the 
Cultural Revolution, the theatre is the freshest and most 
experimental and, at the forefront of theatres, has been the 
People's Art Theatre in Peking. Plays, however new they may 
be, are strictly controlled by the party censors and the number 
of plays by Chinese writers such as Gao Kingjian, Cao Yu, Wu 
Zuguang and Bai Huai 
is still small. 

Bai Hua, author of 
the contentious film 
script Unrequited Love 
(1981), has recently 
written a new piece 
called The Shining Spear 
of the King of Wu and 
the Sword of the King of 
Yueh. The play deals 
with the corruption of a 
king some 2,500 years 
ago. It has been 
interpreted by many 
critics as an attack on 
Mao's own thirst for 
power, much in the same 
way that Tian Han's play 
Hai Jui Dismissed from 
Office was more than 20 
years ago. 


This year's hit: Death of a Salesman. 
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Exploration and Development Corp. has been inviting foreign 
firms to help develop onshore tracts. Fields open to foreign 
participation include Junggar and Tarim in Xinjiang; Qaidam 
in Qinghai; Ordos in the Shaanxi-Gansu-Ningxia-Inner 
Mongolia region; those in the Sichuan Basin; the Nanpan River 
Basin across Guangxi Zhuang Autonomous Region, Guizhou 
and Yunnan provinces; fields in northern Jiangsu; Dagang and 
a number of smaller fields. 

Preceded by slowness to recognise the country’s needs, the 
Chinese Government's many ambitious and now abandoned goals 
— to yield 200 million tonnes of crude by 1985, for instance — 
were battered by poor, inefficient management and the lack of 
advanced technology. Crude-oil output rose less than 1% to 102 
million tonnes in 1982, a slight improvement from the 4.5% drop 
in 1982. Natural gas went down 6.4% to 11.9 cu. ms last year, 
declining for the third year in a row. If oil and gas output continues 
at the current growth rates, China will never be able to satisfy 
the country's energy thirst — which swells by an estimated 7% a 
year — while waiting for offshore oil to come on stream. 





On the Rickshaw Boy set: Lin Zifang (seated) 





The hit of Chinese theatre this vear was not a Chinese play 
but an American work, Death of A Salesman, by Arthur Miller. 
Miller himself came across to direct the play which was 
translated into Chinese by Ying Ruocheng. Some years ago 
Chinese critics would have taken the play as an indictment of 
the evil of Western — particularly American — capitalism. But 
today there is a greater tendency to look for other meanings 
beyond the purely obvious. In the case of Death of A Salesman 
critics have looked at racial prejudice, crime and the breakdown 
of the family. Nothing new by any Western standard of criticism 
but refreshing to the Chinese who have become used to the 
sloganeering of the Cultural Revolution. 

Outside official art circles the Star art group. which came 
into existence in 1979-1980, continues to work away in the 
background. Forbidden to hold exhibitions of their work — 
considered decadent and imitative of Western art — they have 
become a group producing for themselves and their friends, as 
well as for a segment of society which is always on the lookout 
for something different. 

Recently the three members of the original group, Wang 
Keping. Huang Rui and Ma Desheng. held a small exhibition 
in a Peking school. The exhibition attracted a large number of 
people and foreigners were banned. The authorities, however, 
always intent of clamping down on that which does not conform, 
closed the exhibition. 

Whatever the Chinese authorities might do to encourage 
artists, writers and film-makers to produce works which extol 
socialist morality — and however often they bemoan the 
cynicism of Chinese youth — they seem intent on doing it very 
much within a rigid set of rules. The party's cultural policies 
suggest all sorts of answers but they still have not managed to 
get many of the questions right. @ 
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1997 ind all that 


"n the exciting times of Hongkong's property market boom 
(1979-81), it looked as if there was no end to prosperity. 


Such prosperity was seen as the product of a unique political 


situation: this capitalist community on communist China's 
doorstep. under a British administration which believed 
fervently in free enterprise, was reaping the benefits of a new 
and pragmatic leadership in Peking. 

China's modernisation was good for Hongkong business and 


- —for a while at least — this sparked optimism for the territory's 


litical future. For while the deadline of 1997 (when Britain's 
ease on the New Territories [NT] expires) was drawing closer 
each year, it seemed unlikely that Peking would kill off the goose 
which was laying the golden eggs China needed to help finance 
its modernisation plans. 
Such optimism has since evaporated. The property boom 
went bust in 1982; the economy was at last beginning to feel 
the recession in Hongkong's major markets and both were 
happening at around the time when Sino-British talks on 
Hongkong's future began in a none-too-friendly atmosphere. 
_ Today, there are growing fears, amid China's strident 
| proclamations of its intention to end British 
| tule in 1997, that prospects for continued 
- prosperity are very limited, despite the economic 
upturn. 
| The Hongkong-China relationship has become 
- very confused in the past year as a result of the 
glare of publicity over the territory's future. Most 
- people feel that Hongkong's sovereignty belongs 
- to China, but, apart from this, there are diverse 
- views about how this territory should be run after 
- sovereignty reverts to Peking in 1997. There are 
three broad classes of opinion — pro-Peking, 
_ pro-British and, floating at various points of 
٣ proximity between the two, the pro-Hongkong 
р group; but differences prevail even within each 
Ё category. 
The pro-Peking faction wants Britain to end its 

"^ rule in 1997, after which Hongkong will become 
| à special administrative region under Chinese 

_ sovereignty and need have no fear for its 
| freedoms, capitalist lifestyle and economy. The 
| pro-British faction asserts that the Chinese 

_ leadership's adherence to socialism, the party's 

| track record of internal struggles and the 
devastating effects this has wrought on the mainland raise 
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Peking talks, September 22: lack of good news drove the Hongkong dollar to а new 
panicky level (see BUSINESS) 
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misunderstanding of constitutional law, the British Government 





Wesley-Smith's view is supported by the fact that China had 
previously regarded the Hongkong issue as largely a British 
problem and had been unwilling to address it until “the time 
was ripe.” Until just before British Prime Minister Margaret 
Thatcher visited Peking in September 1982, China, through its 
elliptic references to “this problem handed down by history,” 
indicated a great unwillingness to alter Hongkong's status quo. 

According to Wesley-Smith, "the British regime in Hongkong 
will survive until political, not legal [that is, the NT lease expiry], 
decisions are made to terminate it. Many people have 
mistakenly believed that the [British] Order in Council is an 
essential basis for British jurisdiction in the NT. It is not. It is 
not a matter of requiring a particular form of statement or 
enactment [but] of recognising an act of state." Had Britain 
decided to remain in the NT after the lease expired, it could 
have decided to extend its jurisdiction — an act of state which, 
Wesley-Smith maintains, no court could challenge. There was 
no need for Britain to issue a new Order in Council or to 
negotiate a new treaty, he said. 

However, given that Britain was seeking a political decision 
from China on Hongkong's status when it pushed hard to start 
bilateral negotiations on the subject — and the events and 









Peking's statements following Thatcher's visit — Wesley- 


4 ‘serious doubts about Peking’s ability to keep its promise of 
b nl change. This group believes that only a continued 

_ British presence — even if this is represented by no more than 
th а governor answerable to London rather than Peking — can 


р ensure continued prosperity and stability. 


Smith's view of what should have happened is somewhat 
academic. It is easy to say, with hindsight, that the 1997 problem 
would have been better left alone in 1982, but the Hongkong 
Government was already feeling pressure from business and 
banking quarters to resolve the uncertainty since investors were 


The pro-Hongkong faction, while not free from doubts about 
- Peking's assurances of minimal change and no interference 
_ under Chinese sovereignty, is trying hard to be what some of 
_ its members have described as “realistic.” The intellectuals and 
student leaders who dominate this group want a democratically 
- elected structure as the basis for China's proposed “self- 
administration by Hongkong people" plan; and they want 
| elections to be introduced before Britain withdraws. 
_ Underpinning these hopes is a strong belief that China will not 
( p the British to continue administering Hongkong after 
id 
It is impossible to predict which version of Hongkong's future 
will be hammered out in the Sino-British talks — which resumed 
in Peking on September 22 and were then adjourned to October 
19 the next day. However, there is an interesting, if less well- 
"known, view which holds that the current tension over the 1997 
issue was Britain's creation in the first place. Hongkong 
University law lecturer Peter Wesley-Smith — author of 
Unequal Treaty 1898-1997 — argues that "through a 
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unhappy with the 15-year deadline. As a British source indicated 
in 1981: *Given the political will on both sides, Hongkong can 
continue as is." Britain evidently felt that elder statesman Deng 
Xiaoping's words to then governor Sir Murray (now Lord) 
MacLchose in 1979 (“Tell investors to put their hearts at ease") 
signified sufficient will to maintain Hongkong's status quo. 


s events have shown, the British were wrong. Peking is 

A stepping up its pressure on the Hongkong people to 
accept the termination of British rule in 1997 and to 
have confidence in its declared plans for Hongkong. Shortly 
after the start of the summer recess of the talks in early August, 
Peking-affiliated trade unions began to declare their support 
for China's stance on Hongkong's future. However, whether 
“the matter of principle that China has to . . . end British rule 
over Hongkong no later than July 1, 1997" as Ta Kung Pao, 
which reflects Peking's views, declared on August 18 is in fact a 
policy statement is open to question. 
Peking's stance on Hongkong, apart from its claim to 
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sovereignty, has not been very consistent since 1982. Pre- 
Thatcher, the one memorable occasion when it made a policy 
statement on Hongkong was in 1972, at the United Nations’ 
Decolonisation Committee, stating that Hongkong and Macau 
are Chinese territories under foreign occupation and that these 
problems would be resolved when the time was ripe. That 
attitude prevailed, embellished in 1979 by Deng’s assurance 
that investors can put their hearts at ease. Then, in 1982, 
Minister of State at the Foreign Office Humphrey Atkins visited 
Peking where he told Premier Zhao Ziyang: “Come 1997, if 
nobody does anything at all, the government's powers over the 
NT cease, because that’s what the actual act of parliament says. 
Somebody has got to do something . . . I think they recognise 
that we have got to discuss together how to proceed after 1997 
and I believe the message has got through." 

Atkins was told, in return, that the solution of the Hongkong 
problem would be reached through bilateral negotiations, that 
Peking wanted Hongkong to remain a free port and that neither 
China nor Britain should do anything in the meantime to 
jeopardise Hongkong’s stability and prosperity. Peking's 
subsequent behaviour bore little resemblance to Zhao's last 
point. 

To begin with, Deng began talking about Hongkong's future 
to select Hongkong compatriots in June 1982. He reportedly 
told a group of pro-Peking compatriots that China would restore 
sovereignty over Hongkong "around 1997" and take 
appropriate steps to maintain the territory's stability and 


Deng: put your hearts at ease 


prosperity. In August, Hongkong newspapers reported that 
Peking's plan for Hongkong included appointment or election 
of a local Chinese to replace the British governor. Around that 
time too, local pro-Peking magazines began to publish broad 
details of China's plan for Hongkong, which promised minimal 
change apart from the flag. governor, departure of British 
troops and removal of symbols of its present colonial status. 

In September, the Chinese version of the so-called Sino- 
British agreed statement — released while Thatcher was still in 
Peking — had an extra line: “The Chinese Government's 
position on the recovery of the whole region of Hongkong is 
unequivocal and known to all." It was the first time that Peking 
had officially used the word "recovery" — a term implying de 
facto recognition of the so-called unequal treaties which wrested 
first Hongkong Island, then Kowloon Peninsula and finally the 
NT from China. Thereafter, China began to invite motley 
Hongkong groups to Peking — ostensibly to listen to the 
expressed wishes of compatriots but, in effect, to disseminate 
its proposed plans for the territory. 

Consequently, Peking appeared to be ignoring the principle 
agreed with Thatcher that the contents of the talks must be 
kept confidential if confidence was to be preserved. It could, 
however, argue that these plans were not part of the talks which, 
stretching the point somewhat, fits in with the standard British 
response, first voiced by Lord Belstead, Atkins’ replacement, 
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that "it is the talks that count and we must not be prejudiced 
by anything said outside them.” 

During these so-called consultation sessions, Peking also 
communicated the message that not only was sovereignty non- 
negotiable but that the talks would be confined to arrangements. _ 
for the transition period which would end on June 30, 1997 (the _ 
lease's expiry date), "at the latest." Predictably, these 
threatening noises from Peking unsettied investors and sent the - b 
stockmarket and value of the Hongkong dollar sliding. 


that the fall in the Hang Seng Index and local currency’s ~ 

exchange rate was the result of a tripartite conspiracy 
between the London and Hongkong governments and the 
Hongkong and Shanghai Banking Corp. to exert pressure on 
Peking's position at the talks. Much of the time between 
October 1982 and July 1983 (when the second phase of the 
began) was spent arguing about 
an agenda for the discussions. 
The deadlock was broken in 
March — but evidence of its 
breach only surfaced in June. It 
was broken by a letter from 
Thatcher to Zhao, delivered by 
British Ambassador to China Sir 
Perey Cradock who had just 
returned from London (via 
Hongkong, where he briefed the 
Executive Council) after 
conferring with Thatcher. | 
Governor Sir Edward Youde was | 
also present at the London 
meeting. Zhao later replied. 

The contents of the letters 
remain a secret but, judging from remarks by 
politburo member Xi Zhongxun in May and Deng 
in June, they indicated Thatcher's shift from her 
stance that the treaties were valid and, therefore, 
sovereignty was negotiable and, on the Chinese 
side, that Peking was not going to insist on 
recognition of China's sovereignty as a 
precondition for the talks. 

Xi told a 12-member group of Hongkong 
businessmen and professionals: “The British have _ 
changed their stance a little. Britain is not 
pursuing the three unequal treaties now . , . } 
Thatcher made the wrong move in the chess game 
during her visit to Peking last September. She is 
now changing, starting anew Sovereignty is not a 
precondition.” 

Deng told Hongkong members of the Chinese People’s 
Political Consultative Conference and National People’s 
Congress: “We must let the British get out of an embarrassing 
situation [having to negotiate under a precondition that they 
recognise China's sovereignty]. It is possible that the 
negotiations will not begin with ‘regaining sovereignty’ but with | 
the second question, that is, what shall we do after 1997? After .— 
we have finished discussing the second, then there is nothing i n 
the first question which is worth discussing,” 

China has thus dropped its previous hard line that the 
negotiations could only begin after Britain conceded 
‘sovereignty and would only be on the "transition" ending in 
1997 — a shift which was barely noticed by the nervous 
Hongkong public. 4 

The second round of talks began nearly 10 months after E 
Thatcher's visit, on July 22, with both sides stating their positions 
and then reiterating these in greater detail in three sessions. р 
The British stance is that if Hongkong’ s stability and prosperity - 
are to be preserved and if London is to discharge what it regards. 
as its moral commitments towards Hongkong. some official 
British presence is essential after 1997 to act as a buffer between 
the mainland's socialist system and the territory's capitalist one. 
Peking has ignored this stance, just as it has ignored any 
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T he Chinese leadership, however, steadfastly maintained 






























tions from Hongkong residents which do not со 
ed view that “sovereignty without administrative power 
leaningless.” 
hina appears intent on impressing upon its Hongkong 
patriots that national dignity is incompatible with Britain 
aining administrative responsibility for the territory. The 
| words in its heavy propaganda campaign are “patriotism” 
“reunification.” Putting further pressure on the hearts and 
ids of compatriots is China's (or, more precisely, Deng's) 
pe that a solution be reached by mid-1984. The British share 
ng's view that "negotiations cannot drag on for too long; 
erwise, people's confidence will be affected," but they 
intain that no deadline hangs over the talks. ‚ 
һе suggestion of a Chinese deadline may be nothing more 
Peking's attempt to secure a psychological advantage — 
igree-or-else pose. This would fit in with China's current 
pts to undermine Hongkong people's confidence in 
in's chances of and 
ermination in securing an 





-law of the late former Chinese president, Liu Shaoqi, to buy 


| | m P 
modern equipment which China needs: Everbright and its sister 


company, Violight; are expected to purchase “millions of US 
dollars worth of equipment through Hongkong," said Wang. 
Everbright also intends to take advantage of Hongkong's free- 
port status to do business with countries which have no 
diplomatic relations with China. 

More state-owned Chinese corporations are planning to 
invest in local manufacturing: these include a brewery for the 
well-known Tsingtao brand of beer, a cement plant and textile 
processing. Shanghai's Patriotic Construction Corp. also plans 
to open a branch office and some processing factories in 
Hongkong. In June. a delegation from the Ministry of Machine 
Building Industries visited Hongkong to seek partners for joint 
ventures both here and in China. RU 

On à day-to-day level, there is now a far closer relationship 


‚ than ever before between the Hongkong and Guangdong 


authorities over common problems 




















like pollution of rivers, transport 




































































eement acceptable to them. But 








facilities and smuggling. 










































































hile there may be no gun to 


















































Unfortunately, a stable 

















































































































don's head at the moment, the 



























































relationship of political and - 











































































































sibility is there that the Chinese 






























































economic interdependency is slowly 




















































































































ld whip one out in the future. 















































































































































being distorted by the increasingly 
















































































































































































































































































opular theory has it that Deng, 











vituperative remarks in the local 
























































































































































an octogenarian, wants to 






































































































































pro-Peking press about people who 













































































































































































ve reunification of Chinese 
ory in the south before he 
о pave the way for eventual 
ication with Taiwan. 
he unknown tactor in the talks, 
1, is how badly Deng wants to go 
n in Chinese history as the man 
'secured Britain's withdrawal 
1 Hongkong and so recovered 
"s. dignity lost in the 19th 
ry Opium Wars. However, 
say in May that “the solution 
to be negotiated between two 
tries. It cannot be resolved 
aterally." On the other hand, 
gh, recent events have shown 
China has a tendency towards 
jue interpretations of its own 
‘ments. 
espite the current political 
rtainty over Hongkong's 
re; its relationship with China, 
cribed by economist Dr Y. 
40 of Hongkong University, is 
one of "mutual dependence 


























































































































































































































































































































































































































































































































































































































































































































































































































































































































































want an.official British presence in 
„Hongkong after 1997. Matters are 
not helped by the fact that 
Hongkong has no representative 








































































































































































































interaction." China, however, | Hongkong harbour: where the great prosperity started. 

















‘structure which can reflect credibly 
| the wishes of the majority for 

‘maintenance of the status quo (but 
under Chinese sovereignty), or by 
the fact that such wishes cannot be 
expressed publicly under the 
present circumstances. There are 
two main reasons for this: most 
ordinary compatriots are not only 
mindful of the dangers of incurring 
Peking’s wrath when they have no 
other option but to remain in 
Hongkong whatever happens, but 
are unwilling to express their views 
because they are not sure Britain 
really wants to keep its official.links 
with the territory. In addition, there 
is no credible public figure who can 
provide leadership for the 
community and who can publicly 
champion Hongkong's interests. 

A logical analysis of the current 




























































































































































































ins that Hongkong depends 
hina for its prosperity, and not vice versa. Xi said in May: 
he relationship has to be made clear. China‘does not need 
ngkong for the four modernisations, but Hongkong depends 
China for supplies . . . Members of the European Economic 
mmunity cannot be independent of one another. They are 
dependent. China does not have this problem." 









he fact remains, however, that China earns an estimated 
586 billion worth of foreign exchange annually (the 
igure was given by the late Liao Chengzhi, head of the 
gkong Macau Office of the State Council) and that the largest 
rtion of HK$2 billion (US$226 million) worth of investments 
Guangdong special economic zone of Shenzhen comes 
m Hongkong. The largest state-owned trading corporation 
longkong — China Resources — has, after some years, 
ntly decided to incorporate itself under Hongkong company 
. Moreover, Chinese investment is also growing — partly 
€ to Peking's desire to boost confidence locally but also 
cause China wants to take advantage of the sophisticated 


ices available in the territory. = 









| prosperity which exceeds even that of the last boom. 


atmosphere of Sino-British talks on 
Hongkong's future must conclude that à deadlock will arise 
sooner or later over Britain's role after 1997 — unless, of course, 
one side amends its position. And there are real dangers that a 
deadlock might well precipitate panic which cannot be 
contained. However, it could be argued that any British 
compromise on London's present determination to retain a 
link with Hongkong after 1997 would start a highly visible 
exodus of talent and capital anyway. A deadlock. therefore, 
would not make that much of a difference to the mobile. For 
the vast majority, however, it heralds the possibility of a 
unilateral takeover by China. 

On the other hand, a deadlock could well demonstrate to the 
people of Hongkong — who are totally in the dark as to 
London's stance in the talks — that Britain, at any rate, is not 
trying to sell out for potential gains in Sino-British trade; Should 
the-talks produce an agreement in which China's sovereignty is 
acknowledged to Peking's satisfaction and an official British 
link kept, which would satisfy London and the people of 
Hongkong, then the territory’s future holds potential for a 





` CROSS IT WITH 
BARCLAYS BANK. 


BOTH SIDES OF THE FENCE. 


Trade regulations. Language 
difficulties. Currency problems. 
Culture gaps. 

The list of barriers to your 
foreign trade goes on and on. 

At Barclays Bank, we believe 
they can only be tackled on 
the spot. 

Which is why Barclays offers 
you the services of an unrivalled 
international network - with 
5,300 branches across just 
about every major commercial 
centre in 84 countries. 





There's probably a Barclays 
branch near your own office too. 

So that your business is 
handled by Barclays people in 
your own country speaking 
directly to Barclays people over- 
seas-giving you a faster, more 
efficient and more responsive 
service. 

Pointing out foreign market 





And helping you through 
local regulations and procedures. 

And with total assets of US 
S95 billion (as at 31 Dec. 1982) 
Barclays has the financial 
strength to deal with any project 
you may have in mind too. 

So next time you're con- 
fronted with a barrier to your 
foreign trade, talk to Barclays. 

You'll find we're uniquely 


rtunities. laced to hel 
Making local LJ PIES you makea г 
introductions. rnatio breakthrough. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, АЛ, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 















` General Electric technologies 


give you the power 
` to transport products and people - 

















. Transportation systems. They are vital in helping 
¿unify your nation and linking it to nations worldwide 

©... by land, sea, and air. | 

3 “General Electric technologies give you ifie power 

2 о transport materials, products and people — 

` nationally and internationally — by providing | 


aircraft engines large and small, marine. propulsion | 


units, locomotives, railroad electrification and 
- metropolitan transit systems. Even electric wheels 
for huge off-highway hauling vehicles. 

Today, in railroad transport alone, тоге than 
8000:СЕ mainline locomotives are in operation 
г around the world, and GE industrial electric or 
diesel-electric locomotives are serving industries 
in 43 countries. 

^ General Electric gives you a wide choice of 

sophisticated propulsion systems for any type of 
marine application. Some GE marine transportation 
options: steam turbine plants for ships requiring 
low horsepower and greater fuel economy; GE's 
lightweight and heavy-duty gas turbines, providing 
compact size and flexibility. 

For airline transportation, General Electric pro- 
duces some of the most technologically advanced 



















and widely ac cepted equipment available anywhere | 
in the world. And GE produces aircraft engines 
used by more than 60 customers worldwide, 
powering more than 500 commercial aircraft. 
Because service is critical in transportation 
systems, GE designs them for reliability and ease 
of maintenance. There are GE sales and service 
organizations around the world, some 9600 engl" 
neers and technicians strong, who are available - 
anytime, anywhere for maintenance and repai 
As the world's largest and most diversified 
manufacturing company, General Electric | | 
a leader in advancing technologies for mo han 
100 years. And that tradition continues toda as. 
is carrying out research and development progran 
worth $1.6 billion annually to maintain that position. 
GE technologies. Providing the transportation 
systems a nation needs for economic growth and 
outreach. 
For full information, contact your nearest 
General Electric Sales Office, 
or General Electric Company, 
Section 50-179, 570 Lexington Ave., 
New York City, N.Y. 10022, U.S.A. 
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First Stop. 








The Manila Hotel is one of the five Stopover Manila luxury hotels. 


Manila 


If you are travelling to Europe, Australia or the U.S.A., make your first stop Manila for only 
US$10. Our famous Filipino hospitality has never been such value. 

You may choose any one of five luxury hotels for only US$10 a night up to three nights.We'll take 
care of your transfers, plus give you a free city tour and special value cards good for generous discounts 
on selected dining, shopping, entertainment and optional tours. 

To qualify for the US$10 Manila Stopover you must hold a Philippine Airlines full fare first 
or executive class ticket, and have a total flight duration of six hours or more. 

For economy ticket holders we can offer you a similar stopover for only US$2 

So why not fly Philippine Airlines and discover why Asia’s first international airline still is. 

For details and a Manila Stopover brochure contact us or your travel agent. 





Asia's first airline. 


Amsterdam. Athens. Bahrain-Bandar Seri Begawan-Bangkok- Brisbane-Canton-Dhahran-Dubai-Frankfurt-Hong Kong-Honolulu-Jakart 
Kuala Lumpur-Kuwait-London-Los Angeles-Manila Melbourne-Paris-Peking:Port Moresby-Rome:San Francisco-Seoul-Singapore-Sydney -Taipei+T 































rarely finds a 
š vented vicari- 





ountain propor- 


her ды on TV. 


most popular 

man named jkidozgh, 

1924 and died, stabbed 
by à gangster in à Tokyo nightclub, i 
1963, just. two: weeks after the a 
tion of United States: president John F. 
Kennedy; This year, the 20th anniversary 
of his death, Rikidozan’s deeds are still 
celebrated. іп numerous. books, maga- 
zines, TV. programmes, comic strips and 
even a feature film. Images of his splendid 
physique are to be seen all over the coun- 
try. Asa cult hero he seems destined to be 
immortal. 

How did the legendary wrestler attain 
such a god-like status? Apart. from the 
traditional Japanese propensity for turn- 
ing men into gods, there is the undeniable 
fact of Rikidozan’s real talent. He won 
more titles than anybody else. And in a 
sport where such things count he was a 
showman with an unfailing instinct for 
publicity. Like US boxer Muhammad Ali, 
he was a larger-than-life figure, behaving 
with as much panache outside as inside the 
ring. Besides, he was the one who started 
professional wrestling i in Japan. 

But these things alone do not explain his 
exalted position in the Japanese panth- 
eon. Big muscles and a flair for showbiz do 
not automatically make one a folk hero. 

' Cult figures are born out of special cir- 
cumstances; Rikidozan displayed his ta- 
lents ata very special time.” 

He started his caréer during World War 
Ias a sumo wrestler. Sumo is a highly 
traditional form of Japanese wrestling, 
elevated to a national cult with the same 
sacred trappings one’ finds: in. Spanish 
bullfighting.: Sumo wrestlers, built like 

giant babies, sporting traditional top- 
knots, are very popular in Japan. But 
sumo.sociéty, with its feudal attitudes to 
human relationships, could not contain 
Rikidozan for long. 

After a quarrel with his master he took 
the unprecedented step of cutting off his 
top-knot. This is like a bullfighter burn- 
ing his "suit of lights." He committed this 
act іп 1950, five years after Japan was 
forced, for the first time in its history, to 
surrender to a foreign power. The 
“Yamato spirit" had been humiliated; the 
country was occupied by American gum- 
chewing giants, parading the streets with 




















girls. Japanese writers. spoke 


darkly of impotence: national virility had 
been shamed. 

The novelist Akiyuki Nosaka described 
the atmosphere in his short story entitled 
American Seaweed. Years after the war 
the Japanese protagonist takes his Ameri- 
can guest to a sex-show where Japan’s so- 
called No. 1 male is to perform. No. 1, 
possibly distracted by the American visi- 
tor, unfortunately fails on this occasion. 
The Japanese host understands perfectly: 
“The moment Jeeps started racing through 
his head, cries of ‘come on everybody’ 
rang in his ears, and sad memories of bril- 
liant skies over burned-out bomb sites re- 
turned, he was rendered impotent . . ." 

In this atmosphere Rikidozan came to 
the fore. He decided to become a profes- 
sional wrestler and beat the Americans at 
their own game. After taking a long last 
look at Mt Fuji (according to a comic book 
biography) he took off for the US, swear- 





Rikidozan, in comic- book action; in portrait: cult hero. 


ing that he would return as a champion. 
He learned his craft from such Japanese- 
American luminaries as Great Yamamoto 
and Mr Moto. 


= he did return as a champion and 
his ensuing bouts with oversized Ameri- 
can wrestlers became a national sensation. 
Here was a Japanese actually doing what 
lesser mortals could only dream. about: 


spurred on by audiences screaming, “Kill. 


the Yank,” he beat the big, brawny foreig- 
ners to the canvas. A recent biographer 
put it like this: “The audiences were mur- 
derous. It was nine years after we lost the 
war. The reaction was an explosion of 
anger against the victors.’ 

Rikidozan’s fights were weekly events, 
-avidly watched not just by male ringside 


















into his flesh, drawing blood, 









enthusiasts, but by the whole fa 
granny down to the kids, It was tl 
ning of the TV age in Japan, and Rik 
тап was watched by 80% of the vie 

The impact of Rikidozan on t 
tional psyche cannot be overesti 
He was the great Japanese hero, sway 
ing around San Francisco, Pa 
Hawaii in his kimono, karate-c 
hairy barbarians with stetsons on 
bullet-heads. He was a.rock-solid m 
ment to Japanese manhood, at 
when confidence in these matters wi 
its lowest ebb. 

All this imagery may seem exce: 
phallic. But then phallic imagery 
ways been important to the Japane 
least one hero from the, past, Taka 
Saigo, is fondly remembered fort 
pressive size of his genitals. Weekly 
loids still print long stories about Japa 
conquering foreign women, who com 
them favourably to their own cou 
men... “M 
smaller, but 
stronger!" i 
vourite and oft 
used quote. $ 

Rikidozan: 
came a mythi 
figure with al 
characteristic: 
the archetypa 
panese hero. 
fights, at the 
more show 
sport, were cle 
staged to suppoi 
myth. To begi 
he was the еті 
ment of enduran 
capacity | to. 
pain, a quality mt 
admired in Japan 

The foreign 
nents would get up 
all kinds -of 
tricks: 
scratch Riki 
face withnails $ 
titiously 
























































































lik 
nibals; they would kick him from be 
and thump. him below the belt, АЛ 
Rikidozan would suffer in stot 
Then, near the end. of the fight, 
would finally. explode. in a sho 
righteous wrath and punish the с 
ly foreigner. 

Rikidozan, like all Japanese ` 
was also full of ninjo, warm human 
ings, especially towards his subordina: 
Much stress is laid in biographies О 
kindness he displayed towards his di 
ples in the wrestling world, whom 
tured like a benevolent fath 
warm feelings were. also expres 
deep concern for his mothe 
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suffering 





` Rikidozan was quite a womaniser — 
| which macho hero is not? — but one of his 
- biographers says with approval: “He 
- would only seduce bar girls and hostesses, 
— —and he never forgot to pay them properly 
_ for their services.” 
iz Then there is the matter of his early 
— - death. His behaviour was close to suicidal. 
- — After being stabbed with a rusty knife, he 
E staggered onstage to make a speech. He 
- had to be forced to go to hospital and after 
Ё his operation he refused to follow the doc- 
tor’s orders. He died more than a week 
| after the stabbing. He defied death until 
— the last minute, as a real Japanese hero 
= should. 
In short, Rikidozan behaved in every 
— respect like a true Son of Nippon. There 
—— js, however, one curious blot on this 
| Otherwise flawless tale: he was not born а 
_ Japanese. Rikidozan was born as Kim 




















— the outskirts of Seoul. He lived in Korea, 
— then a colony of the Japanese empire, 
-. until he was 15 years old. This early part of 
| — his life is usually overlooked in the legend 
—  oeofRikidozan. 

| Myth has it that he was born in Japan as 
| Mitsuhiro Momota, son of Tatsu, wife of 
- Minosuke Momota, а  geisha-house 
- — Operator and sumo enthusiast, What hap- 
- — pened in fact is that Kim Kwangho was 
ES adopted by Momota after having been 
| scouted as a promising young wrestler. Al- 
_ ready a subject of the empire, he then be- 
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Korean background ever 
after. 


It is ironic, to say the Icast, that the all- 
Japanese hero, and saviour of Yamato 
honour, should have been of Korean an- 
cestry. Ironic but not unusual. Many all- 
Japanese heroes are. If one belongs to a 
despised minority such as Koreans in 
Japan, showbusiness and sports are the 
only two roads to national prominence. 
Many popular Japanese singers, actors 
and sporting figures are of Korean ances- 
try. 












his is generally known in Japan, and 

even accepted, as long as the people on- 
cerned keep quiet about it. Names are dis- 
creetly Japanised and patriotic sentiments 
expressed at all occasions. One hears gos- 
sip about people’s origins, of course, but 
this is not encouraged by the mass media, 
who tend to stick to the code of silence. 
When Rikidozan died only one of the 
three main national newspapers even 
mentioned his Korean birth. 

There are public figures who break the 
rules: the playwright Kohei Tsuka, the ac- 
tress Li Кезеп (her Когеапіѕей 
stagename), the baseball player Harimoto 
and others have proudly asserted their an- 
cestry in public. This has not diminished 
their fame, but it has caused them prob- 
lems, some serious, such as deliberate 
obstruction in their careers. Some pro- 
blems are not so serious: Harimoto is still 
greeted by choruses of little boys shouting 
"Garlic-belly" whenever he comes in to 
bat. 


~ Indias dream merchants 
- face up to a nightmare 






nguis s ca him we shall 
never know. But the fact that he had a pri- 
vate “Korean room" in his Tokyo flat, 
which only very close and trusted friends 
were allowed to see, is perhaps an indica- 
tion of his ambivalent state of mind. As is 
the fact that he once referred to himself as 
a hafu, meaning half-Japanese, half-Ko- 
rean. Harimoto is supposed to have ac- 
cused his hero of moral cowardice. 
Rikidozan reputedly answered: “You're 
still a young punk and don’t understand. 
When you grow up more, you'll come to 
know what it means for people like us to 
be in the limelight in Japan.” 

To the vast majority of Japanese, 
Rikidozan was and always will be a truly 
Japanese hero. And, culturally and legally 
if not ethnically, so he is. This point is 
sometimes missed, as William Wetherall 
pointed out in Koreans in Japan, by the 
debunkers of the myth, who deny the hero 
his Japanese identity. 

Finally, one may ask why the cult is still 
so strong. It is partly a matter of the nos- 
talgia of an older generation, who still re- 
member the hero’s finest hour. But the 
legend also appears to live on in the minds 
of those who never saw him, let alone ex- 
perienced the war and its aftermath. 

One reason for this may be that there 
has been no real Japanese hero since. We 
do not live in very heroic times. The only 
sporting hero — though nothing like as 
heroic as Rikidozan — to have emerged in 
the past decade is a baseball star called Oh 
Sadaharu, the home-run king. But he, as 
everybody knows, is half Chinese. 
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| Calcutta: India has always been a nation of film fans, with pa- 
= trons flocking to the cinema in thousands. Now the cinema is 
| coming to the patrons, as a growing number of affluent urban In- 
— dian homes succumb to the video boom. The shockwaves of the 
~ international boom have caused tremors in the Indian movie in- 
— dustry, which employs more than 350,000 people and, with an 


average production of some 800 feature films a year and with an 
annual turnover of about US$800 million, is the biggest in the 


E world. Although Western box-office hits as well as hard- and 
Y soft-porn films are popular with Indian video viewers, in far 
|. greater demand are the song-and-dance extravaganzas from the 
|. Bombay studios — the money-spinners of Indian films. 

Uk 


ie 
n 
її 


Е айба 


Video films have become а regular attraction іп clubs апа 
even on long-distance buses where a passenger's choice of a par- 
_ ticular vehicle or service is often determined by the canned en- 


— tertainment provided en route. Video parlours and cassette lib- 


raries have proliferated in the cities, spreading the electronic 
epidemic. Although organisations such as the Motion Picture 
Producers Association have complained that these video screen- 
ings constitute an infringement of copyright laws, no official ac- 
tion has yet been taken. 

Already bedevilled by the problems of high-risk finance, the 
complexities of distributorship and the government's steep en- 
tertainment tax, which accounts for a sizable percentage of the 
price of each ticket sold, the Indian dream merchants fear that 





the unregulated 
incursion of video 
could spell the 
ruin of the cinema 
trade. They point 
to the example of 
the United States, 
where іп 1979 
video piracy is es- 
timated to have 





cost the film indus- 

try some US$800 

million, or 7596 of d сж pet," 
total ` box-office | Asian Games opening: birth of a boom. 
takings. 


Such complaints, mainly voiced by Bombay producers who 
are the hardest hit, have not received much public sympathy. A 
major conduit for the flow of undeclared “black” money, the 
Bombay film trade has not been noted for its business ethics, and 
well-known smugglers and other racketeers have been as- 
sociated with film financing. There is also the feeling that the 
charges of piracy have an ironic echo of poetic justice, coming as 
they do from an industry notorious for its flagrant plagiarism. 

India's video revolution can be traced back to the 1982 Asian 
Games in New Delhi, when the government allowed the import 
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ts into ie country was 
swelled by smugglii servants from New Delhi 
and Bombay are rumoured to have been sent by their employers 
to the Middle East to pick up VCRs; the price of an imported set 
— even when cost of travel.and the payment of duty are taken 
into account — is less:than that of an indigenous one. VCR 
smuggling has become so Seed and lucrative à business that 


ime. one to one езшше, there are at pre- 
000 videos in India, and the number is thought to 































































the films are r sed locally — can be rented from a growing 
number of libraries for as little as the equivalent of US$1 for 24 
hours. Of further worry to the film industry is the fact that the 
handsome export earnings from Indian films sent to countries in 
Southeast Asia, the Middle East and Africa, which have large 
Indian immigrant populations, have declined by as much as 80% 
because of video piracy. 









ighlighting the loss of foreign exchange, the film industry 
has appealed to the government to curb such malpractices. 

This, however, 18 easier said than done. The enormous profits 
involved and the ease with which the cassettes can be repro- 
duced make video piracy almost impossible to eradicate. The 
pirates’ modus operandi usually involves a hand-held video cam- 
era in an auditorium or, far more professionally, getting a film 
print by clandestine means from the laboratory where it has 
been sent for processing. Producers are said to have become so 
paranoid regarding piracy that one reportedly tucks the master 
print of his latest film under his mattress at night for safety. From 
a masterprint, a number of copies can be made which in turn can 
be used to make more prints, though the process of copying in- 
volves progressively poorer quality, 

India's mushrooming video culture, like most of the films it 
screens, is an unwitting comedy of manners. Among the upper- 
middle class a VCR is now an essential item on the list of dowry 
demands, and a- set — sometimes garlanded like a household 
deity — takes pride of place in opulent drawing rooms. Parties 
and get-togethers are often determined by who has got what to 
show on the screen, and in sophisticated circles the “in” thing is 
to send out invitation cards for “drinks and video,” which may or 
may not be followed by supper. 

Since misunderstandings can arise — some time ago guests at 
a British banker's Calcutta flat, expecting a feature film, were 
taken aback to be treated to a three-hour documentary on the 
Falklands conflict — the considerate host describes the enter- 
tainment to be offered and might even specify if it is a first print. 
Since most cassettes in circulation are copies and therefore 
fuzzy, the possession of an original print bestows great social 
cachet, Originals are jealously guarded and neverlent out lest an 
unscrupulous borrower does a switch and returns the print he 
has made from the original. Some non-commercial piracy, it i$ 
whispered, is rife even in the best circles. Recordings of TV 
series such as Dallas and Shogun, not shown on Indian TV, also 
impart prestige, indicating as they do that one has international 
connections. 

A growing number of wedding receptions and other cere- 
monies are now recorded on video cameras. One industrialist 
made a 38-hour epic of his daughter's marriage. Glowing with 
pue and a sense of dynasty, he looks forward тое time when 

$ daughter's children, and grandchildren, will be able to see 
the filmed wedding. He admits, however, that it was difficult try- 
ing to keep the guests from constantly edging into the frame. 
From whichever side you view it, video seems to have a hypnotic 
ffect on people, 














THE ASIAWORLD PLAZA HOTEL 
CORPORATION 
Chairman & Founder: ° Telex 
MS. EMILIA ROXAS (BienBien) : coe 
ACCOMMODATION. = 
Room Type 
Single 
|: Double 
Deluxe Twin 
Super Double 
Suites- Semi 
Standard 
Superior 
Royal 
Executive 
д " Your Excellency 
| " Presidential Suites: ; 
— Genghis Khan {US$3,500) 1 
—Alexander The Grest(US$5,000) 1 
Total 1,057 
FOOD & BEVERAGE 
(TOTAL OF 57 OUTLETS FOR 30,000 GUESTS) 


HOTEL RESTAURANTS ASIAWORLD GOURMET 
& BARS CENTRE 
17 Fi, Top of The World 15 Fi. Peiping Palace 





16 Fi, The Round 7 Grill 14 Fi. Shanghai Castle 
15 Fi, The Round 7 Lounge 12 Fi. Hunan Garden 
14 FI. Your Excellency Club 11 FI. Canton House 
12 ЕІ, Napoleon Dynasty 3 FL Champagne Room 
7 Fi. Taipei Square B1 Russian Restaurant 
5 Fl. Asiaworld Cultural — gy Buckingham Palace 
Center Bt Oriental Express 
5 Fl. Poolside Snack Ваг g1 Restaurant Tokyo 
5 FI. Garden Court B1 Restaurant Osaka 
3 Fl. Jade Village в1 Taiwanese Restaurant 
3 FI. Szechuan Valley Вт Spanish Restaurant 
3 ЕІ. Chaochou House B1 German Restaurant 
3 А. Shogun Nippon, 81 French Restaurant 
Lieori 81! American Restaurant 
3 Fi. Samurai төөсү Вт Swiss Restaurarit 
2 Fi. Asiaworld | B1 Italian Restaurant 
Internationale B1 — Mexican Restaurant 
Ballroom 81 Arabian Restaurant 
2 Fi, Soohang Castle 81 Greek Restaurant 
2 Fi, Palais de Versailles Bi Turkish Restaurant 
2 FI. Banker's Hall 81 indian Restaurant 
2 Fl. Business Corner. |o Bi Filipino Restaurant 
2 Р. VIP Lounge | 81 Indonesian Restaurant 
1 Fi, Cafe Plaza `` B1 Korean Restaurant 
1 FL Lobby Lounge ВТ Jacek & ШИ! 
1 Fl. Le Bistro | "B2 Chinasea 
1 FE Yangtze River B2 Cellar Bar 
1 Fl. Tropical Island 82 Baguette 
1 FI. South & North B2 Home Town 
Restaurant 


B1 Arc de Triumph Club 












































.U * 


The China 
Official Annual 
Report 1982/83 


P the information 
п China you'll ever 
heed! 

Now only US$60.00 


The 939-page China Official Annual Report is without 
ibt the single most complete reference work ever 
duced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 


Ti e result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 

pany, a group of dedicated professionals who know 
a intimately. The result is a book of unmatched 

idth and depth. 

D needs it? 

pletely indexed, the COAR 1982/83, like the Law 

ual, places thousands of facts and bits of information 
our immediate disposal. And like its companion 
lication the COAR is essential to businessmen, 
janciers, students, professors and virtually anyone with 
eed to know or a keen interest in China of today. 

al use of charts, maps, tables and colour photos 

ces the COAR enjoyable as well as informative 
ading. 

How to get it 

Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
"urrency). 


For surface mail delivery 
add US$7.00, for airmail | 
delivery add US$17.50. 


4 Sendto: Name: 
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` here's a double-barrell 
you cannot afford to pass... 





For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 
China’s legal system. 
Now only US$85.00 





The continued redirection of China’s priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single handy 
up-to-date volume. 

What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China’s legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


| " Biculadon Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 
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The roots of a revolt 


The Huk Rebellion: A Study of Peasant 
Revolt in the Philippines by Benedict 
J. Kerkvliet, University of California 
Press, Berkeley. US$9.95. 


WHILE the world has focused in recent 
weeks on urban-based protest in the 
Philippines, a far more serious threat to 
the government of President Ferdinand 
Marcos can be found in the rural areas. 
In many provinces, as economic condi- 
tions continue to deteriorate and govern- 
ment programmes flounder, the com- 
munist New People’s Army appears to 
be gradually winning the battle for the 
hearts and minds of the peasants. 

To students of the Philippine past, this 
scenario has a familiar quality. In the de- 
cade following World War II, the Philip- 
pines was the scene of a major peasant re- 
bellion which bore a striking resemblance 
to the present rural unrest. It is most 
timely, then, that the University of 
California Press has recently decided to 
release an affordable paperback edition of 
Benedict Kerkvliet’s highly acclaimed 
study of that earlier uprising, originally 
published in 1977, 

On one level, Kerkvliet’s book is simply 
a fascinating narrative. He tells the story 
of this post-World War II uprising largely 
from the point of view of the peasants who 
participated іп:апа sympathised with it. 

An important part of his research con- 


sists of in-depth interviews with scores of | 


men and women who lived through the re- 
bellion. But Kerkvliet has also managed 
to place these. peasant perceptions in a 
larger framework, writing also about the 
landlords who oppressed their tenants, 


about the government officials who re- 


fused to listen to peasant protests, and fi- 
nally about the Americans who assisted 
the Filipino authorities. 
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Kerkvliet begins the story two decades 
before the outbreak of the rebellion. In 
the 1920s, relations between landlords 
and tenants in Central Luzon began to de- 
teriorate as a consequence of rapid popu- 
lation growth and the spread of commer- 
cial agriculture. Landlords became in- 
creasingly interested in maximising their 
profits and increasingly inclined to shirk 
their customary obligations towards their 
tenants, such as providing interest-free 
loans of rice. These changes eventually led 
peasants to organise in an effort to bring 
about a return to traditional relationships, 
but they were able to win few significant 
concessions. 

When Japan invaded the Philippines in 
December 1941, the peasants of Central 
Luzon encountered a new enemy. Japan- 
ese repression caused them to organise а 
guerilla army, the Hukbo ng Bayan Laban 
sa Hapon (the People's Anti-Japanese 
Army), or Hukbalahap as it was generally 
known. As Kerkvliet points out, there was 
a good deal of continuity between this re- 
sistance effort and the peasant movement. 

And as he also points out, the Huk- 
balahap guerillas were more effective than 


| any other resistance organisation in the re- 





gion. But once the Japanese were de- 
feated, the returning Americans and 
American-appointed Filipino officials 
turned on the Hukbalahap, in part be- 
cause many of their leaders were com- 
munists. 

At about the same time, a new peasant 
organisation was established, and tenants 
renewed their demands for agrarian re- 
forms. They too suffered repression. 
Gradually, the peasants of Central Luzon 
came to realise that they could not achieve 
their goals through legal channels. By late 
1946, rebellion had broken out in the re- 
gion — the Huk rebellion, so called be- 








cause the full name of the peasant army 
that opposed the constituted authorities 
was the Hukbong Mapagpalaya ng Bayan 
(People's Liberation Army). 

The rest of Kerkvliet's book traces the 
course of the rebellion. The Huks steadily 
gained in strength, reaching their peak in 
the period 1949-51. But thereafter а 
number of factors — war weariness, the 
concession of certain reforms by the gov- 
ernment, and a massive increase in US 
military, economic and technical assist- 
ance — combined to undermine the move- 
ment. By the end of 1956, most of the 
Huks had surrendered. 

Yet there is more to Kerkvliet's book 
than a well-told story. The Huk Rebellion 
makes two significant contributions to 
scholarship. First, it is an important exam- 
ple of what has become known as the 
“moral economy" approach to peasant 
studies. Like Eric Wolf and James Scott, 
Kerkvliet believes that rural unrest often 
occurs when peasants come to believe that 
their traditional rights have been violated. 

“It is significant," Kerkvliet writes, 
“that peasants defended their actions 
largely in terms of what they considered 
right and just. Landlords and the govern- 
ment had wronged them; they had treated 
them unfairly and violated norms which 
peasants still regarded as binding.” 

Secondly, the author marshals a good 
deal of evidence to show that the Com- 
munist Party of the Philippines (CPP —or 
PKP) did not “inspire or control the peas- 
ant movement in Central Luzon during 
the 1930s and 1940s, the Hukbalahap, or 
the Huk rebellion itself.” He tells us that 
peasant demands and PKP goals rarely 
converged and that the peasant movement 
of Central Luzon was primarily the result 
of local conditions rather than of outside 
agitation. 

Such conclusions are striking indeed, 
especially in light of the fact that earlier 
studies of the Huk rebellion placed so 
much emphasis on the communists’ role in 
it. And not surprisingly, Kerkvliet's views 
have been challenged. In a savage review 
in the Journal of Contemporary Asia — 
one of the few critical reviews that The 
Huk Rebellion has received — Jesus 
Lava, a former PKP leader, has asserted 
that on many occasions Kerkvliet “denies, 
by omission or commission, the PKP influ- 
ence on the peasant movement." 

Yet while Lava scores a few points here 
and there, his critique ultimately fails to 
convince, primarily because he does not 
address himself to Kerkvliet's central ar- 
gument. Kerkvliet does not deny that PKP 
members were leaders of the peasant or- 
ganisations and guerilla armies of Central 
Luzon; rather he denies that the PKP, as 
an organisation, controlled the peasant 
movement. 

And despite any quibbles, The Huk Re- 
bellion is, all in all, a magnificent achieve- 
ment — the best account of a peasant re- 
volt that I have ever read. 


— GLENN A. MAY 
83 
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Singapore tries to lure foreign investment capital by slashing taxes 


Taking a: 


By Lincoln Kaye 

Singapore: In a bid to attract a larger 
share of portfolio investment capital, 
Singapore has eased the tax burden on 
offshore-fund management. The Ministry 
of Finance announced on September 19 
that non-resident investors’ income from 
assets outside Singapore and Malaysia will 
be free of local tax, even though their 
funds are managed here. And managers’ 
fee earnings from such funds will be taxed 
at a concessionary rate of 10%. Up to 
now, both fund managers and their clients 
have been taxed at 40%. 

The five-year tax exemptions 
(backdated to May 1983) reflect Singa- 
pore's ambition to establish itself as a full- 
service, world financial centre. In his 
budget message on March 4, Minister of 
Trade and Industry Tony Tan targeted 
offshore fund management as one of the 
government's three development 
priorities in the financial sector (the others 
were the gold market and international 
loan syndication). 

If the government succeeds in fostering 
the growth of an offshore fund-manage- 
ment industry here, Singapore stands to 
gain enhanced status as a world-class finan- 
cial supermarket. It also hopes to import 
expertise by attracting foreign financial ta- 
lent, to create jobs in a labour-intensive 
sector of financial services, and to boost 
the Asiadollar market. The proposals 
should additionally produce extra re- 
venue, provided the increased volume of 
management fees is enough to offset the 
reduced tax rate. 

The new rules make Singapore, in tax 
terms at least, a more attractive place for 
offshore-fund managers to set up shop 
than several other traditional tax havens. 
While clients' income is free of local tax in 
most such investment centres, tax rates on 
fund managers' fee incomes vary widely 
from as much as 50% in Luxembourg 
(where it is considered an undifferentiated 
component of bank profits), to virtual tax- 
free status in Panama (as long as the fees 
are nominally booked offshore before re- 
mittance back into the country). Singa- 
pore's Asian rival, Hongkong, taxes man- 
agers’ fee income at 16.5%. There is all 
the more incentive for brokers and bank- 
ers here to redouble their pursuit of some 
of the flight capital shaken loose by 
Hongkong's 1997 jitters. Even though as- 
sets booked offshore by Hongkong fund 
managers are not directly threatened by a 
Chinese resumption of sovereignty, flight 
capital is "by definition flight," as one 
local banker pointed out, and the current 
climate of uncertainty undermines Hong- 
kong's traditional pre-eminence as the re- 





gion's; main fund-management centre. 
Local bankers and brokers had been 
lobbying for tax breaks on offshore-fund 
management since the late 1970s, as the 
worldwide vogue for mutual funds and 
unit trusts reached its height. A few local 
attempts were made to cash in on the ac- 
tion through investment vehicles, such as 
Asian Capital Funds, a joint venture be- 
tween Daiwa Securities of Japan and three 
Singapore banking giants (the Develop- 
ment Bank of Singapore, United Over- 
seas Bank and the Post Office Savings 
Bank). But when the authorities ruled 
that the fund's earnings were taxable at 
the full 40%, despite its Cayman Islands 
incorporation, business languished. 


pinion is divided, in the wake of the 

latest announcement, on whether tax 
incentives alone are enough to breathe life 
into Singapore's stillborn fund-manage- 
ment industry. One European banker 
confidently foresaw the growth of *a siza- 
ble new sector of the financial scene" 
here. And the local financial daily, Busi- 
ness Times, likened Singapore's prospec- 
tive role in Asia to that of Luxembourg in 
Europe, with *well-known United States 
securities houses such as Merrill Lynch. . . 
likely to join the offshore market in a big 
way." Merrill Lynch indicated to the 
REVIEW, however, that it had reached no 
decision yet over how it might respond to 
Singapore's latest incentives. 

But other observers doubted there 
would be any sudden boom in advisory 
services. “It doesn't add up,” remarked an 
investment manager with a foreign bank 
here. “What are we talking about? — a 
6.5% tax advantage over Hongkong on 
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ight of fancy 


fee income. If your fees run no more than 
1-2%, it comes down to just a few basis 
points — hardly enough to cover the start- 
up costs of moving here." 

Another merchant banker echoed this 
concern over start-up costs. “To make a 
thing like [fund management] fly requires 
a major commitment of personnel and re- 
sources. It takes more than tax breaks [to 
bring it about]. You need the right busi- 
ness climate and a congenial regulatory 
environment," he said. “The same goes 
for promoting loan-syndication business 
here." 

Several bankers’ comments reflected 
continuing unease about Singapore's reg- 
ulatory climate in the aftermath of last 
year's “round-tripping” flap (REVIEW, 
Dec. 24, '82). In that episode, 20 banks 
were fined and one banker expelled appa- 
rently for evading local reserve require- 
ments through а widespread deposit- 
transfer technique in contravention of re- 
peated written warnings (though there 
were no formal rules governing the prac- 
tice). This incident, one American banker 
commented, “makes you think twice be- 
fore venturing off along new lines." 

Regulatory qualms have dampened 
bankers' enthusiasm for the government's 
attempts. to promote Singapore's loan- 
syndication market through tax incen- 
tives. In his March budget address, Tan 
announced a waiver of the 10% tax previ- 
ously levied on banks' (fee and interest) 
income from packaging syndicated loans 
here. Eligibility for the tax exemption was 
to be determined “оп a case-by-case 
basis," Tan explained, based on the 
Monetary Authority of  Singapore's 
(MAS) assessment of how much of the 





Singapore banking district: a bid to woo flight capital. 





OCTOBER 6, 1983 e FAR EASTERN ECONOMIC REVIEW 








loan syndication was actually performed 

here. | 
To date, many bankers have found the 
process of applying forthetax break too 
onerous to take advantage of the scheme. 
“The costs in terms of time and frustra- 
tion — simply. outweigh the potential 
benefits of bringing that business onshore 
here," one merchant banker calculated. 
“The MAS has thrown à tax party and, so 
far, hardly anyone т 
The same fate might await the ‘offshore 

fund; management tax incentives, some 
bankers feel. The MAS circular announc- 
ing the exemptions set out detailed defini- 

. tional'and documentary tests to determine 
each client's esidency status. This re- 
quirement might prove onerous not only 
to banks but also to their individual 
clients, who could consider it a breach of 
privacy. The circular also spelled out re- 
porting requirements for fund-manage- 
ment firms, including the amount of funds 
managed in Singapore and worldwide as 
well as names, qualifications and experi- 
ence ofall fund managers, “The sensitive 
point in: the offshore fund-management 
concept,” one financial observer pointed 
out, “is in thé word offshore, as applied to 
clients and to investments. That’ s where 

regulatory wrangles could arise.” 



















Tis. Singapore authorities are wary that 
local wealth may be enticed to join the 
play in a thriving offshore fund-manage- 
ment industry, If that happened on a large 
scale, the Singapore dollar could be 
undermined and “internationalised” — a 
hazard against which the MAS is always 
vigilant. Even if fund managers refrained 
from booking investments for Singapo- 
reans through their local offices, their pre- 
sence here would make it that much more 
convenient for local residents to open ac- 
counts with the offshore offices of the 
same firms in other tax havens. 

The establishment of an offshore fund- 
management industry here poses other 
pitfalls. If the managed offshore funds 
performed well, they could offer investors 
an attractive alternative to straight 
Asiadollar deposits, which now pay 
around 10% interest (annualised) for six 
months. That could siphon liquidity away 
from the pool of funds available for the 
syndicated-loan market. 

Then, too, by exempting managers' fee 
income only from assets placed overseas, 
the tax incentives induce brokers to chan- 
nel funds away from Singapore and 
Malaysian equities. That could hurt ef- 
forts to entice Japanese, European and 
American pension funds and unit trusts to 
invest in issues on the local stock ex- 
changes. 

Nevertheless, as a European invest- 
ment manager pointed out, "an Asiadol- 
lar isan Asiadollar, and Singapore stands 
to gain each time one is lured here, no 
matter how." The tax breaks for offshore 







| pore's growth as a financial centre. 


fund management can hardly hurt Singa- 








The IMF, still trying to 
members, slaps a morat 


By Robert Manning 
Washington: The drama over the deplet- 
ing resources of the International Mone- 
tary Fund has taken a new turn as IMF 
managing director Jacques de Larosiére 
has imposed a moratorium on all new loan 
negotiations pending agreement on a 
US$6 billion emergency loan to cover the 
fund's own resources shortfall. 

De Larosiére's mid-September decision 
is a tactical move in what appears to be a 
global poker game, the stakes of which in- 
volve the IMF's proposed new quota in- 
creases and expanded General Agree- 
ment to Borrow which need 70% ap- 
proval by members if they are to take 
effect by November 30. The IMF suspen- 
sion of new loan negotiations came after a 
Group of 10 (industrialised nations) meet- 
ing in Paris on September 15 at which the 
Europeans decided to hold back their 
US$3 billion share of the US$6 billion 
emergency loan to the IMF. Saudi Arabia 
has pledged the remaining US$3 billion 
but on a matching-fund basis, so the Saudi 
offer is in abeyance. | 

The European move was primarily an 
effort to put pressure on the United States 
Congress to pass legislation for the US’ 
US$8.4 billion share of the proposed IMF 
quota increases (REVIEW, Sept. 29). The 
US Senate and House of Representatives 
passed different versions of the authori- 
sation bill, and until differences are 
sorted out, it will remain in limbo. 
House banking chairman Fernand St. 
Germain has threatened to hold up the bill 
until the administration of . President 
Ronald Reagan supports a domestic hous- 
ing bill, while house speaker Tip O'Neill 
also has threatened to hold up the authori- 
sation bill because of actions taken by the 
Republican campaign committee. 

The Republicans sent out a letter to dis- 
tricts of Democrats accusing them of “sup- 
porting communism” because the Demo- 
crats voted against a Republican-spon- 
sored amendment tO the IMF authorisa- 
tion prohibiting loans to “communist dic- 
tatorships.” The Reagan administration 
also opposed the amendment. Neverthe- 
less, the Democrats have asked for a letter 
of apology from Reagan, but though 
drafts of one are circulating in the White 
House, Reagan has not signed the letter. 

Congress' failure to pass the IMF àu- 
thorisation by the time of the IMF annual 
meeting from September 27-30 in large 
part reflects the fact that the Reagan ad- 
ministration has failed to lobby strongly 
for the legislation, The US administration 
took a hard line-at preliminary meetings. 





Treasury Secretary. Donald Regan, рт. 


-125% a year over the same period. 





at which time an additional US$6 billio 


takes effect, the IMF will have at 1 













































































quotas — from 150% of quota a yea 
450% over three years. Regan pro 
reducing access to 102% in 1984, 
1985, 70% in 1986 ап i 
With the quota sd 
would be ТООНУ c equal in absolut 
to the amount countries have access t 
present. But the staggered decrease 
revert to the pre-1981 IMF policy 
banding the extended access fund ~ 
this despite continuing uncertainty ab 
the extent of global recovery an 
liquidity crunch. In the event, 
promise was reached on Septemb 
which provides for 102% acces: 
next three years, but will permi 
neediest member countries acce: 


о far, only 48 of the 146 member ci 

tries (representing only 26% of total fui 
quotas) have ratified their commitme 
and only Britain and Saudi Arabia amon 
those have provided lendable curre 
The IMF now faces what de Larosiére 
led a “commitment gap” and by the en 
the year will have committed all its us 
resources, though many of its com 
ments will not be disbursed until 1 
The IMF now has about US$10 bill 
lendable resources; this will dwindl 
about US$6 billion by the end of the у 


commitments will deplete its resourc 

The Europeans argue that the 
exaggerates its liquidity problems b: 
very conservative accounting measu 
equating long-term commitments 
current resources on a one-to-one 
They argue that when the quota inc 


US$15 billion in lendable currencies 
IMF officials stress that the 
moratorium will not affect already-agr 
programmes. But it will affect 
US$2.7 billion in pending loans now 
negotiation, including a major’ pa 
for Nigeria and smaller ones for s 
other African countries. Perhaps 
ominously, no new loan packages wil 
negotiated until the dilemma is sorted 
During the IMF meeting, Group о 
chairman Belgian Finance M 
Jacques Delors said there was "go 
on the part of the Europeans, and 
cated that the delay in the US$6 bi 
package was clearly linked to the dela’ 
the US Congress. Regan, however, : 
he does not expect congress to pass 
IMF authorisation until the end 
November, suggesting that the fate of 
IMF resources will ha | ) 

















































я By Robert Manning 
— Washington: The administration of Unit- 
Җ ed States President Ronald Reagan has 
taken a fresh initiative as part of efforts to 
_ ease the world liquidity crisis by opening a 
new window of the US Export-Import 
Bank. The new US$2 billion country-spe- 
cific facility is earmarked to boost trade 
financing for Brazil and Mexico by provid- 
ng loan guarantees for both major debtors 
0551.5 billion to Brazil and US$500 
million for Mexico. The facility could pro- 
- Vide a wider safety net if required. 
‘Previously, all loan guarantees had to 
(be tied to specific purchases of items 
worth more than US$100 million. But in 
озше to what Alfred Kingon, assis- 
ant secretary of commerce for interna- 
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- trade-credit vacuum which is becoming а 
- major impediment to the smooth conduct 
_ of international commerce," the Exim- 
_ bank has taken USS$2 billion of its US$9 
— billion authorised for loan guarantees for 
| fiscal 1983 and set up a window for the two 
most troubled debtors. Only US$5.5 bil- 
_ lion of the authorisation, which ran out at 
_ the end of September, had previously 
- been used. 
| The move appears to be a response to a 
_ dramatic decline in US exports to both 
- Latin American debtors as a consequence 
_ Of their respective adjustment ргоргат- 
_ mes, which have required massive reduc- 
| tions in imports. Moreover, the liquidity 
- crunch has meant that vital machinery and 
-parts imports, vital to both Mexico's 
_ and Brazil's ability to export, have been 
— lagging. According to the US Commerce 
"Department, US exports to Mexico, 
_ the US’ third-largest trading partner, 
ү dropped 36.5% from US$17.4 billion in 
| 1981 to US$11 billion in 1982 and totalled 
E only USS$4.2 billion in the first half of this 
- year, 39% lower than in the first half of 
1982. 
! Similarly, US exports to Brazil were 
— US$1.22 billion in the first half, 30% 
ү .. lower than the same period in 1982. As- 
` sistant Secretary of the Treasury Marc 
Ко: said: “If the current trend con- 
_ tinues throughout all of 1983, US exports 
_ to Brazil would be almost 50% below 1980 
- levels." Brazil's total export earnings are 
_ about US$6 billion while debt-service pay- 
. ments plus principal repayments equal 
. 80% of its foreign-exchange earnings. 
_ Asked if such Eximbank facilities might 
set up for major Asian debtors such as 
- the Philippines or South Korea, one 
-Eximbank official said: “None of the 
- Asian debtors is near the point Brazil and 
| Mexico are today. We are continuing our 
- regular programmes in Asia, but we will 
| respond to situations as they arise." 
Explaining the trade-finance crisis, 
Lionel Olmer, assistant secretary of com- 











tional economic policy, called *a growing . 





` The latest move to ease the world liquidity crisis comes in 
` the form of a trade-finance window of the US Eximbank 


gressional committee: "The key partici- 
pants in the trade-finance system — re- 
gional banks, finance companies, ex- 
porters, multinational firms — have 
reacted to [developing-country| payments 
difficulties by sharply reducing their expo- 
sure in troubled developing nations." 
Olmer said this included their being “un- 
willing to extend even short-term credits 
of 60-90 days, which have traditionally 
underpinned international business trans- 
actions.” Kingon described the situation 
as “a quiet crash in trade finance.” 

Senior US officials have summarised 
the problems derived from the debt crisis 
as: 

» Confidence is waning, particularly in re- 
gard to exports to Latin America, with US 


eland: easing the problem. 





exporters unwilling or unable to do busi- 
ness on the basis of an open account, 
drafts and advised letters of credit. 
» US firms now seek crash pre-payment 
or 100% collateral with a mutually trusted 
US bank for most shipments to Latin 
America. 
» Aversion to risk-taking is affecting the 
secondary market for discounting trade 
paper of high-debt developing countries. 
Many export-credit managers are under 
orders from senior management not to in- 
crease exposure to countries with debt 
problems. 
» Banks are unwilling to fill the gap, hav- 
ing less flexibility to increase exposure in 
support of trade. They now frequently re- 
quire that their short-term credit exposure 
be fully collateralised. 
» Major multinational firms are limiting 
further credits to. subsidiaries and af- 
filiates in arrears. 

Explaining the new policy to congress, 
officials emphasised that the US$2 billion 
in loan guarantees and insurance is aimed 
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Olmer and d both claimed that the 


Exi is not а disguised ba- | 
Jlandg-offpdyipenis loan. The Eximbank | 
fakes the risk on non-payment when US 


banks establish line% of credit with Mexico | 
and Brazil.) ч | 

By the end of “September, the Exim- 
bank was expecting to write off losses of 
more than US$400 million, a large portion 
from Mexico. WS, officials emphasised 
that the Eximbank losses would eventual- 
ly be made good, and have provided con- 
gress with a list of exports that will be co- 
vered — primarily food, energy and 
machinery and other goods relating to ex- 
port capacity. 

US officials strongly emphasise that the 
new facility is conceived of as complemen- 
tary to financing provided by the Interna- 
| tional Monetary Fund, other multilateral 
institutions and commercial banks in sup- 
port of Mexico's and Brazil's adjustment 
programmes. “The Exim move has to be 
seen as part of the, whole. international 
package aimed at easing the liquidity prob- 
lem," said Leland. To underscore the 
fact that it is part of a multilateral effort, 
US officials explained. that before the 
facilities сап be used three conditions 
must be met: 

» The recipient country must be in com- 
pliance with the IMF's Extended Facility 
programme, 

» Commercial banks must be prepared to 
give additional financing to the recipient. 
» Other creditor nations must be pre- 
pared to provide financial support. 

The US has discussed its new pro- 
gramme with European nations, Canada 
and Japan. 

The Eximbank move comes as Reagan 
is still trying to gain- congressional ap- 
proval for a US$8.4 billion replenishment 
for the IMF. The senate has already ap- 
proved the Eximbank's fiscal 1984 (begin- 
ning on October 1) budget, raising it to 
US$10 billion for guarantees and insur- 








facilities might be extended to other coun- 
tries. Eximbank officials told the REVIEW 
this is being considered and already have 
specifically mentioned Peru and Yugo- 
slavia as possible candidates. 

The Eximbank move is politically popu- 
lar here because it is explicitly involved in 
promoting US exports, thus. creating 
American jobs. *Exim is one area where 
the administration does have political sup- 
port in the congress and [among the] pub- 
lic," William Cline of the Institute for In- 
ternational Economics told the REVIEW. 
Thus, while the crucial IMF legislation is 
still in limbo, the Eximbank policy has met 
with little serious congressional opposi- 
tion. 

A number of analysts in recent months 
have been advocating using existing in- 
stitutions to create a new export-credit 
mechanism in response to the debt crisis. 
While, clearly, the Eximbank initiative 
does not go as far — in scope or substance 
— in creating new multilateral mechan- 
isms as many proposals have called for, it 
is a step in the right direction. [гй 
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Six months ended 


















30th June 
1983 1982 
HK$m HK$m 
45297 39372 
806.1 4578 
Net operating profit 660.9 2755 
Share of profits of associated 
companies — 267 610 
Profit before taxation 687.6 3365 
Taxation 102.3 56.4 
Profit after taxation 585.3 280.1 
Minority interests 1502 79.2 
Profit attributable to shareholders 4351 2009 
Eamings per share: 
*A' shares 1212€ 572€ 169.9¢ 
‘B’ shares 242€ 114€ 340€ 








interim dividends The directors of Swire Pacific Limited have today declared interim dividends for 1983 of 31.0¢ 
per ‘A’ share and 6.2¢ per 'B' share. 





1983 1982 
Interim Interim Final Total 
Dividends per share: ; i 
‘A’ shares 31.0¢ 24.06 52.0¢ 76.06 
‘B’ shares 6. 4.8¢ 10.4¢ 15.26 


The interim dividends are payable on 22nd November 1983 to shareholders on the register at the close of 
business on 21st October 1983; the share registers will be closed from 10th October 1983 to 21st October 1983, 
both dates inclusive. 


in accordance with Article 132(a) of the Company's Articles of Association, the directors have resolved that the 
interim dividends will be satisfied partly in the form of an issue of additional shares by way of scrip dividends and 
partly by minimum cash dividends of 1.0¢ per ‘A’ share and 0.2¢ per 'B' share, the minimum cash dividends being 
paid in order to ensure that the shares of the Company continue to be Authorised Investments for the purpose of 
the Trustee Ordinance of Hong Kong; but that shareholders will be given the option of receiving their interim 
dividends in cash in place of part or all of such scrip dividends. Full details of the scrip dividend procedures will 
be given in a circular which will accompany the complete Interim Report to be sent to shareholders on 3rd ` 
October 1983. 





Prospects The results for the second half of 1983 should continue at satisfactory levels. Cathay Pacific 
Airways’ strong operating results should be sustained and | am forecasting а year-end result for the airline 
substantially in excess of that achieved in 1982. In addition, the property markets in which the property division 
operates are expected to continue to show signs of improvement and a satisfactory contribution from that 
division should be achieved for the whole of 1983 against a background of difficult trading conditions. | do not. 
expect Swire Pacific's profits for the whole of 1983 to show the вате rate of increase as achieved in the first half 
year but | do expect them to be significantly higher than those for 1982, and the final dividends to be ` HN 
recommended for the year should be at least double the interim dividends. 


D R Y Bluck 
Hong Kong, 23rd September 1983 Chairman 


Swire Pacific Limited 
The Swire Group. 


` Swire House, Hong Kon; 








he'successes of the South Korean eco- 
nomy have been tarnished recently by 
| two massive scandals which have also 
_ eroded confidence in the government. 
— One was the so-called Chang Yong Ja 
= scandal that shook the foundation of the 
~ country's financial market іп May 1982 
— — (REVIEW, May 21, '82), the other is the re- 
— cent debacle of the Myongsong business 
group (REVIEW, Sept. 8). In both cases, 
— the overriding problem that surfaced was 
— the operation of the kerb money market, 
— seemingly in defiance of the government's 
~ repeated promises to eradicate this under- 
— ground banking system and to modernise 
_ and reform the South Korean financial 
- market in general. 
____ Street banking practices — known col- 
—  lectively as the kerb market — operate 
- Outside the institutional banking 
_ framework: money which could and 
© Should be deposited with and lent by the 
— banks flows in and out of the authorised 
_ market sector, causing disruptions within 
_ the institutional financial world. 
— In existence for a long time, the kerb 
- market is not by itself unlawful in South 
— Korea, as long as the government is able to 
— trace its loan transactions. But most busi- 
— messis carried out clandestinely and incog- 
- mito through underground agents and 
-— brokers, making it virtually impossible to 
— track down the final recipients of profit 
__ from these transactions. Even if the gov- 
— ernment found out, under-reporting of 
— business handled would lead to income- 
__ tax evasion. Only this portion is covered 
___ by the law. Evidence indicates, however, 
— that most kerb-market business is not re- 
| ported to the tax authorities. 
— —— A recent study carried out by the Korea 
- Economic Research Institute suggested 
— that some Won 1.1 trillion was involved in 
| the South Korean kerb market — an equi- 
valent of US$1.6 billion at the prevailing 
— exchange rate іп 1981, This amounted to 
— 7% of total loans supplied by the official 
__ banking sector, 27% of the M1 money 
_ supply and 7% of the M2 money supply 
‘that year. 
_ Although these estimates would make 
the market’s size seem reasonably sub- 
Stantial, they showed its relative size 
Shrinking over the past 10 years. When the 
vious government of the late president 
'ark Chung Hee froze kerb-market trans- 
actions through the August 3 special mea- 
ures in 1972, the kerb-market loans de- 
clared to the authorities totalled Won 350 
billion. The figure equalled 29% of total 
"institutional bank loans, 67% of the M1 
money supply and 24% of total money 
Ex supply that year. 
4 Between 1972 and 1981, the kerb mar- 
—— ket's nominal size trebled while bank 
= loans went up by 14 times, the narrow 
money supply increased eightfold and 
. broad money supply rose 11 times. How- 
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ever, whatever its relative size, the figure 
of Won 1.1 trillion is itself not small, 
and unless fund transactions of this mag- 
nitude are properly controlled, the func- 
tioning of South Korea's economy could 
easily be distorted. 

Basically, kerb-market operations in- 
volve three major players: a supplier, a 
borrower and an agent. One type of 
supplier may handle colossal amounts of 
funds originating, more often than not, 
from unlawful gains. Tightly organised 
against exposure, efficiently run and very 
specialised in dealings, this sector of the 
market deals in large credits to big corpo- 
rations matched by highly secretive and 
professional agents or brokers. Here, in- 
terest rates charged are differentiated ac- 
cording to individual corporations’ credit- 
worthiness. There is another, smaller 
market involving funds drawn mostly 
from small-time savers or household sav- 
ings and their clients would be mainly 
small and medium-sized companies, with 
funds matched by non-professional 
agents, brokers or even sometimes. by 
friends. In this market, most credits are 





Han Seung Soo, who studied and 
taught economics at the universities of 
York and Cambridge, England, is pro- 
fessor of economics at Seoul National 
University, laureate of the European 
Communities Prize (Economics), and 
cu president-elect of the Korean 
International Economic Association. 
He also contributes an economics col- 
umn to the English-language Korea 
Times. 





secured through property or commercial 
paper. 

However, it is not this smaller market 
which is hitting the headlines in South 
Korea today. Rather, it is the big suppliers 
of loans whose activities remain an intract- 
able problem. Identifying the big market 
operators and taxing their huge income 
and profits is very difficult. 


Atte the kerb market's true size may 
never be revealed, two hypotheses 
are offered to explain its cause and 
growth, One is the concept of a “residual 
market” under which the kerb market is 
regarded in effect as part of the institu- 
tional banking sector. The kerb market 
thrives mainly because of excess demand 
for funds created in the institutional sector 
owing to the rationing of credits to a given 
bank. This excess demand that cannot be 
met by the institutional sector could be left 
to the kerb market where interest rates 
would equilibriate demand for and supply 
of funds. Under this hypothesis, the kerb 
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Chang in irons: the market is still unfettered. * 


market would not function if the institu- 
tional banking sector were cleared and 
capable of meeting excess demand. 

The second hypothesis is of a separate 
market, based on the assumption that the 
banks and the kerb markets are basically 
different from each other — functioning 
differently, offering different types of fi- 
nancial assets. The assumption behind this 
theory is that supply and demand are in- 
terest-inelastic and that the non-price fac- 
tors are more important than interest rates 
in determining supply of and demand for 
lendable funds. This theory stresses the 
borrower's inaccessibility to institutional 
bank loans (for reasons such as creditwor- 
thiness or collateral). The argument here, 
in short, is that the banks are beyond the 
reach of companies that do not have con- 
nections. 

Recent scandals would support this 
separate-market theory as it explains the 
facts more readily. For example, in the 
mid-1960s when interest rates were 
liberalised and rose to more than 25%, the 
high-interest-rate policy failed to remove 
the kerb market: on the-contrary, rates in 
the kerb market rose proportionately, to 
almost 60%. The gap between official and 
kerb-market rates did not disappear even 
after institutional banking rates were 
raised. If the residual-market hypothesis 
were correct, the excess demand should 
have disappeared from the banking sec- 
tor, leaving no room for the kerb market. 

Another reason which might explain 
the flourishing kerb market is the peculiar 
investment behaviour of South Korean 
businessmen. During the rapid growth 
years of the 1960s and 1970s, businessmen 
usually sought to maximise the growth of 
their companies at the expense of profits, 
creating a chronic excess demand for capi- 
tal. With institutional banking remaining 
beyond the reach of many, they naturally 
fell back on kerb sources for operating 
capital. 

Moreover, a very ambitious govern- 
ment, determined to accelerate economic 
growth at all costs, plus the consequences 
of a development strategy based on arbi- 
trary allocation of financial resources to 
companies and projects the government 
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total receipts: of deposits in 1981 ran to | 


Won3 trillion, Had they not been set up in 
the 1970s, one would expect that this large 
sum of liquidity might still circulate in the 
kerb market. к ; 
So for the ent, the focus ison struc- 
tural reforms, as evidenced by-a series of 
steps taken by the government in the past 
_. few years. These included privatisation of 
. government-controlled commercial banks 
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‚ ‘Few will dispute that the kerb 
market has played a useful role in. 
South Korea, as a lubricant of 
corporate financing at a time of 
tight institutional credits.* 
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and partial introduction of the real-name 
system under which bank deposits made 
under pseudonyms are taxed at a higher 
rate. As to the longer-term debate on 
structural reform itself, two groups — one 
the liberal reformist. and the other the 
traditional dirigiste — are competing for 
attention. 

The liberal reformists (now. occupying 
some «influential government positions 
and strongly backed by the Korea Deve- 
lopment Institute, a leading think-tank) 
are in the vanguard of the laissez-faire po- 
licy line. Youthful, mostly foreign-edu- 
cated, they are eager to move ahead for 
changes now including а full imposition of 
the-real-name bank-deposit system. 

"The dirigistes, who also see the need for 
structural reforms -— including the real- 
name system — favour a more gradual ap- 
proach, as well as reserving their views on 
the role of government in denationalising 
the banking sector. Major players in this 
group include elitist bureaucrats of the Fi- 
nance Ministry and other ministries and 
some influential academics who take the 
view that denationalisation will remove 
one of the major policy tools fromthe goy- 
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18i: 
68,198 GIT 
SS Yamashiro Maru Gross Tonnage. 2:528 G/T 
Length 91m Breadth, 114m 
Service Speed. Sknots 


1925: 
: 524,312 GIT 
5:5. Hakusan Mani 10380 GF 


Length: 150.88m Breadth: 189m 
Service Speed 14knots 





Since МҮК” founding in 1885 rem: 
changes have taken place in m 
shipping. Except for a few notabl 
. tions, the days of sail and paddl 
ers are over. Even in those cea 
though, NYK's founders saw the n 
speed: and efficiency in cartying с; 
to every corner of the world. Today 
over 280 vessels flying its flag 
provides these essential servici 
modern fleet that is constantly be 
graded to meet the 
customers. 































7,099,656 G/T 
MS. Kesuge Maru Gross Tonnage 58.440 G/T 


kengin: 289.499, Breadth 32 2m, 
emoe Speed 23.25кпош 


nN Charting a course for tomorrow as well as К 
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Wi Head Office: Tokyo, Japan Ш Hong Kong: N.Y.K, Line (Hong Kong) Ltd., Admiralty Centre Tower 0 
Floor, 18 Harcourt Road, Hong Копа. Tel: 5-285541 Bl Singapore: N.Y.K. Line (Singapore) Pte. Et 
Agent: Borneo Co., (1975) Sdh. Bhd., 2nd Fibor UMBC Bldg., Persiaran Raja Muda Musa Роп Kelan 


Nom Boa 77 
land T 


ty 
ing sector. In. 1982, for 





ang Yong Ja scandal, they were in- 
ied to delay a full-scale implementation 
e real-name system, contending that 
re preparatory work such as deposit 
 mputerisation was necessary, and that 
drastic changes now would unneces- 
ly disturb the savings pattern and in- 
tment behaviour. Eventually, a full im- 
nentation of the real-name system was 
cked by the ruling Democratic Justice 





th the difference of opinion between 
two. schools: focused on. the time 
zon rather than on the need for reform 
If, they both share the view that in the 
g rün; the South Korean economy will 
>to accept the fact of a liberalised fi- 


Delhi: A harsh drought that severely 
аск agricultural production in fiscal 
982-83 (ended on March 31), reduced 
nomic growth for that period to a 
igre.276 from a modest 5.2% in the 
vious year. In June, the delayed south- 
t monsoon brought near-normal rain- 
over most of the country, holding out 
es of good harvests. in. 1983-84. 
her year of bad weather in succession 
have spelled disaster for the Indian 


Г growth of 5% for the 1980-85 deve- 
nt-plan period. 
ing to the drought, foodgrain output 


million tonnes, compared to a target 


year’s record 133.06 million tonnes ac- 
шіри. 

rp fluctuations in foodgrain produc- 
nderline the disquieting dependence 
ia's agriculture on capricious mon- 
rains. The economy’s expected re- 
sry in 1983-84 hinges on realising the 
rain-production target of 142 million 
es, by no means a big mark-up over 
усаг given increases in acreage 
nputs. Good rainfall, together with 
ific plans (for the addition of 2.5 mil- 
ha. to irrigated area, a 12.5% increase 
rtiliser consumption and a step-up in 
area under high-yield seed), are ex- 
cted to help in achieving the targets. 

n ambitious 8% growth target has 
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ped to 3.796 in 1982- 83 айег an im- 
ssive 8.6% in, 1981-82, The past year 





ring sector, mining and quarrying and 
умет generation. 
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Scal 1982-83 is finally estimated now at. 


39-140.5 million tonnes and the previ- . 


en set for industry, and after the reason- | 





a dismal performance by the manufac- | 
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underground economy. 

However, few will dispute that the kerb 
market. has played ; a useful role in South 
Korea, as.a lubricant of corporate financ- 
ing at a time of tight institutional credits. 
Indeed, with some 25?6 of South Korean 
businesses said to be dependent on the 
kerb market for financing in one form or 
another in 1981, the traditional dirigistes 
are wary of any sudden shock treatment 
which could cause financial difficulties for 
many firms. Such а shock could even bring 
about bankruptcies among many small 
and medium-sized companies. There 
could also be a flight of assets to other 
markets, especially the property market, 
which could set off another stampede for 

























ECONOMIC MONITOR ЕЕН INDIA 
iming for recovery 


in check (a condition attached to the 
IMF's loan of 5 billion special drawing 
rights, or SDRs [US$5.25 billion], in 1981 
to overcome India's balance-of-payments 
crisis) resulted in a squeeze which hit de- 
mand for such items as tractors and trucks 
and inhibited expansion of production in 
some industries hurt by competition from 
imports, which were liberalised. Drought- 
related power shortages and infrastruc- 
tural constraints also contributed to the 
poor performance. A labour strike in 
Bomibay’s textile mills which lasted for 18 
months shrank the industry's output. 


fficials see signs of an industrial re- 

WF covery and cite the 3% growth record- 
ed in May-June (which, however, hides a 
deceleration of 2.2% in April). The pic- 
ture will not be clear until after October, 
because May-October is the slack season 
and the demand picks up by November 
when crops begin arriving on the market. 
The government's hopes rest on a pick- 
up in demand after good harvests. But 
analysts say it takes 10 months after the 
monsoon for the farmer to enter the mar- 
ket to buy clothes, bicycles, fans, radio 
sets and- the like. It takes another six 
months for non-industrial incomes to pick 
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| resident deposits to Indian banks, 


“Apart from these purely economic ar- 
guments, in this land of Confucian-disdain 
for material gains, there is also mounting .. 
concern being expressed over the manifes- 
tation of stark greed encroaching upon a 
wide range of business ethics. The kerb 
market itself is an eloquent example of 
this trend. It was John Stuart Mill who 
said: “It really is of importance not only . 
what men do but also what manner of men 
they are that do it." His trenchant obser- 
vation has a timely relevance in South 
Korea, where too much importance in 
business activities seems to have been 
placed on the end and not -the means. 
Kerb-loan suppliers take note. 




































up and get industry back into full swing. 

The measures planned to improve infra- 
structure (an increase in coal output and 
power generation) and steel. production 
undoubtedly will help industrial produc- 
tion, but inventories must. be liquidated 
first. Also, there should be a marked in- 
crease in demand. With only six months 
left in the fiscal year, it is doubtful if an 8% 
industrial growth for the period can be 
achieved. 

India was particularly proud of its abi- 
lity to keep inflation in check last year, de- 
spite the drought. But the annual rate of 
inflation, 6.296 at the end of March, rose 
to 7% at the end of June. This is the 
limit the IMF had set as part of its condi- 
tions in granting the 1981 loan. Officials 
say, however, that the price rise follows 
seasonal patterns and has shown signs of 
moderation in recent weeks. 

Despite the check on credit expansion, 
bank deposits have been rising owing to a 
flood of deposits from non-residents. The 
Reserve Bank of India, the central bank, 
had to raise the cash-reserve ratio twice in 
recent months to curb increased bank 
liquidity. Other measures might still be 
needed to keep prices in check. 

India decided in July to draw as the 
third and penultimate instalment of the 
SDRs 5 billion IMF loan only SDRs 1.2 
billion against an entitlement of SDRs 1.5 
billion. This leaves a final tranche of SDRs 
1.1 billion to be drawn after July 1984. 
This decision seems to have been influ- 
enced by an improvement claimed in the 
foreign-exchange reserves, which showed 
an increase between April and July; but 
this trend began weakening during early 
August. 

Reserves increased from Rs 42.85 bil- 
lion (US$4.37 billion).on March 31 to Rs 
51.12 billion on August 12. But if the IMF 
transactions under the Extended Fund 
Facility are excluded, the reserves rose 


"from Rs 9.47 billion on April 1 to Rs 10.1 


billion on August 12. This increase was 
largely due to the increased flow of.non- 
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PACIFIC OCEAN 


The first American bank to place gs: we e have the Гехрепепо he exper- 
bankers in all seven of these critical energy tise, and the assets of over 41 billion dollar ars, 
capitals. Energy bankers that work from the all poised in key energy capitals. 

North Slope through the Overthrust Belt of As the only bank system covering all 
Colorado, south across the Gulf of Mexico, eleven western states, and with offices 

and throughout all of Latin America... worldwide, we're ready to work with you, 
Energy bankers who span the globe from from search to sale. Anywhere in the world. 
the North Sea to Australia. We're there. Call your nearest First Interstate Bank office. 


From project and production finance раз 
through trade finance, in oil, gas, coal, geo- 
thermal and minerals, we've been involved . First Interstate Bank 
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ADD SOUND TO 
JET ENGINES TO MAKE 
AIRPLANES QUIETER. 


Two airstreams exit from a jet engine in 
operation—a hot, fast central core anda _ 
cooler, slower outer layer. When they mix, 
they become chaotic. This turbulence 
causes an unpleasant low-frequency rumble. 

We're finding new ways to control the 
turbulence by adding sound to smooth the 
flow. The smoother the flow, the quieter the 
airplane. The gentle symmetry you see here 
could mean a quieter ride in the future— 
quieter for the people aboard the plane, 
quieter for the people on the ground below. 

We're making breakthroughs not only in 
aerospace but also in health care, informa- 
tion processing and energy. 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 
Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 
This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 
An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 

- А . : business dividends for your business 

There is a special promise such is the , in China. ә 

к con reputation of The A confidential monthly newsletter. 
‘ for businessmen Marco Polo hotel en 
The Marco Polo Singapore. international TION (12 ISSUES) NOW! 
restaurants and business facilities, it is to The CHINA TRADE REPORT is 


И нина v oe ii К compiled and edited by the Far Eastern 
this hotel where businessmen and visitors Economic Review, Ade s incit widely. 


are drawn. read business news magazine. 
The Marco Polo Singapore is managed Post this coupon today! 


by The Peninsula Group. With a hundred Circulation Manager, 


є Жашил SE E Far Eastern Economic Review, Ltd., 
year heritage of dedicated service to G. P. O. Box 160, 


business and pleasure Hong Kong. 
travellers in the Orient, we agere Please enter my one year subscription 
know how to make your trip (o ө, (12 issues) for the CHINA TRADE 


live up to all your expectations. а | enclose $ 
ame 


The Peninsula Group Address . 
Fulfilling the promise of the Orient 


agent, Cathay Pacific Airways, SRS (Steigenberger), 
1 Tix: 34064 PENGP HX Annual subscription rates: 
otels managed by The Peninsula Group: In Hong Kong: The Peninsula, The Discovery 
3ay Hotel (1985) In Harbour City, Hong Kong: The Hongkong Hotel, The Marco Polo HK$1,750 M/S$540 US$250 £155 A$285 
гіпсе Hotel (early 1984) In Singapore: The Marco Polo In The Philippines: The Manila Sent airmail anywhere in the world. 
ila In Thailand: The Bangkok Peninsula In The People’s Republic of China: 
anguo Hotel, Beijing 
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Reservations: Contact your travel Country 


The Peninsula Group Tel: 3-722577 








THE PERSONAL 
COMPUTERS DESIGNED 
FOR PEOPLE WHO DON’ T 
KNOW HOW 
TO USE ONE. 








ANOTHER 
DIGITAL INNOVATION. 


Until now there were only two ways people could learn to use a personal 












computer. Struggle through a manual. Or somehow push buttons 
until you get the hang of it. The first way could take several months. 
The second, several years. 


So Digital Equipment Corporation, the company 
that pioneered so much of today’s computer technology, / „ЕЁ assess 55 
perfected a third way. It’s called Computer-Based 
Instruction: the personal computer, itself, teaches you. "т" ti supported ofice and small business system 
The programme is so quick and easy. And when you’ re finished, 
you know how to operate Digital's personal computer. 


We didn't stop there, though. We і 
designed a keyboard that makes | E 
sense the first time you use it. LETS o В \\\\\ 
We also put їп a “Help” ee WS 
key with all kinds of aids апд "ттн temer УЫ om 
prompts to guide you along as you work. Contact us 


[= "геги ги ف اسا دا“‎ ed 
er №) now for Digital’s brand of ШП 
RAINBOW 100 The low-cost, high-performance MON Я human understanding : 




















Digital professional help FAR EAST HEADQUARTERS: piros poet DEALER = 

. . . Digital Equipment Hong Kong Limited Teltec Electronic Systems Led tong Kong Tel: 3-7232322 

is available right here:- 5 — 7d Bese; Inteiconidntel Ри, E dens 
94 Granville Road, DIGITAL AUTHORISED DISTRIBUTORS 
Tsimshatsui East, Kowloon Р.Т. Astra Graphia — Jakarta, Indonesia Tel: 358634 
Hong Kong Tel: 37315211 China Computer Corporation — Taipei, Taiwan Tel: 7310155 

К Y m ( Digicom Systems Corp Taipei, Taiwan Tel: 7214724) о 

DIGITAL FAR EAST OFFICES Oricom Inc. — Seoul, Korea Tel: 7638151-9 o 
Digital Equipment Hong Kong Ltd — PRC Tel: 3-7315211 Bangkok Data Center Co. Ltd o 
Digital Equipment Singapore Pre Ltd — Singapore Tel: 7339266 Bangkok, Thailand Tel: 2828615-7 Ww 

























: We re the new AT&T. A new company with a new symbol. But we're not exactly a 
) CAS the company that built the United States telephone system, we have more than 
ears experience and a worldwide reputation. 
c With the breakup of the Bell System, however, we know we must earn our customers’ 
infidence all over again, all over the world. - 
is we compete for your business, we'll stand out from the crowd by giving you better 
ervice than anyone. That's a commitment. 
-  - And well bring you the most advanced technology from our world-renowned Bell 
boraipries. Thatsa guarantee. 
s We'll be the brand name to count on. For dependable, state-of-the-art phones for your home. 
_ The best information systems for your business. And long distance expertise to reach out and 
. touch an anyone, any time—anywhere in the world. 
s ете going to use our research, development and marketing talents to bring the benefits 
" of computer age technology home to you. 
D о 1 The new AT&T. Ош new outlook i is also our goal To. give you every reason, every day, 
to choose us. 
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A plant for the farms 


Thailand plans an ambitious — perhaps over-ambitious — 
chemical-fertiliser complex to help boost agricultural output 


By Paisal Sricharatchanya 

Bangkok: Thailand's impressive 
economic growth over the past two de- 
cades has been marked by a steady expan- 
sion of the agricultural sector, averaging 
5% a year. This growth was achieved 
largely through expansion of land under 
cultivation, which has left behind some 
serious problems — including the massive 
destruction of forest reserves and a severe 
exhaustion of new arable lands. 

But while agriculture has been the tradi- 
tional mainstay of the Thai economy — it 
now accounts for roughly a quarter of 
gross domestic product — past adminis- 
trations made few concerted efforts to in- 
crease agricultural productivity. Yields 
for some crops actually decreased despite 
the opening up of areas for cultivation. 
Raising productivity is emphasised in the 
current fifth plan (for 1982-86) which 
warns that unless land use is improved — 
through irrigation, introduction of high- 
yielding seeds and application of fertiliser 
— growth in the agricultural sector will fall 
to 2.7% by 1986. 

As a result of inconsistent and often in- 
effective government  crop-pricing 
policies, plus the relatively high costs of 
fertiliser, the Thai rate of chemical-fer- 
tiliser application at 11 kgs an acre is by far 
the lowest in Asean, compared to 59 kgs in 
Malaysia, 28 kgs in the Philippines and 26 
kgs in Indonesia. The average rice yield of 
288 kgs per rai (about 0.4 of an acre) here 
is depressingly low, compared to about a 
tonne per rai in Taiwan or South Korea 
where the fertiliser-application rate is 
very much higher. 

The government is now actively pushing 
for the implementation of what some 
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senior planners regard as a long-overdue 
chemical fertiliser complex. The scheme, 
which envisages the production of chemi- 
cal fertilisers by using natural gas as 
feedstock, followed the discovery of sub- 
stantial offshore gas reserves in the late 
1970s. The project has since been incorpo- 
rated as a key component of the Eastern 
Seaboard industrial development pro- 
gramme оп Thailand's eastern coast 
(where gas has been produced onshore 
since late 1981). 

A series of lengthy negotiations last 
year with a Scandinavian consortium 
(comprising Haldor Topsoe of Denmark, 
Norsk Hydro of Norway and Swedyards 
Development Corp. of Sweden) which 
was then selected to build and operate the 
fertiliser complex ended in disagreement 
over gas pricing and other aspects. After 
dropping the group, the government took 
the initiative to set up a wholly Thai- 
owned pilot company for the purpose, in 
joint venture with private investors who 
are involved in various aspects of the fer- 
tiliser trade. 


| seres gt in November 1982 with an 
initial Baht 50 million (US$2.1 million) 
capital and structured along the recently 
emerged pattern of a national company 
(REVIEW, Apr. 21), the National Fer- 
tiliser Corp. (МЕС) is held 45% by the 
government (through the Finance Minis- 
try, the state oil company Petroleum Au- 
thority of Thailand, and the Marketing 
Organisation for Farmers, another state- 
run corporation). The remaining 55% 
equity is taken up by the private sector, in- 
cluding the largest local fertiliser bulk 
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blender, Thai Central Chemical Co. of the 
Sri Krung Watthana group (22.576), a con- 
sortium of 26 fertiliser traders (22.5%) 
plus all 16 Thai banks (10% collectively). 

The equity structure underscores a new 
government approach towards major in- 
dustrial projects requiring substantial in- 
vestments which stresses cooperation be- 
tween the public and private sectors. 
Under this scheme, the government re- 
tains a sizable stake to ensure control over 
important policy matters while private re- 
sources and expertise are to be utilised to 
the fullest. 

Based on a recently completed feasibil- 
ity study undertaken jointly by the United 
States-based Foster Wheeler Interna- 
tional Corp., Arthur D. Little Inc. and the 
International Fertiliser Development 
Centre, the planned complex is targeted 
to meet a moderate domestic demand, 
which is projected to rise about 4.5-5% 
annually from the present 325,000 tonnes 
(on a nutrient basis and including 160,000 
tonnes of nitrogen, 130,000 tonnes of 
phosphorus and 36,000 tonnes of potash) 
to 545,000 tonnes by 1992 (265,000 tonnes 
of nitrogen, 220,000 tonnes of phosphorus 
and 60,000 tonnes of potash). 

With the NFC taking a conservative 
outlook on its ability to market fertiliser 
products, and allowing room for imports 
from the two Asean-endorsed urea pro- 
jects in Indonesia and Malaysia, it is re- 
commended that actual production of the 
three groups — nitrogen, phosphorus and 
potash — should be 75%, 95% and 75% 
respectively of their projected 1992 de- 
mand. 

There is no question that the project 
stands to generate enormous social and 
economic value in a country where 
farmers make up about three-quarters of 
the total population. According to a re- 
cently published NFC pamphlet, agricul- 
ture absorbed about 1.2 million tonnes 
equivalent of nitrogen, phosphorus and 
potassium concentrates from cultivated 
soil nationwide in 1981, but the 300,000 
tonnes of fertiliser applied by Thai farm- 
ers constituted only about 20% of the 
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ülability of some vital raw ma- 
cluding gas and potash — are 
nt plus factors. A pioneering pro- 





gest potash reserves (estimated at 270 
Шоп tonnes). 
sphate rock will be imported ini- 
ut demand from the project is ex- 
ed to accelerate local exploration. 
cal production of phosphate rock re- 
‘marginal from discoveries in vari- 
eS, the total reserves of which are 
nown.) The projected 30-35 million 
a day (methane) gas requirement for 
; energy and feedstock will come 
he gas separation plant now under 


КОК: Almost a year after plans for an 
itious gas-based petrochemicals com- 
were first seriously mooted, the Thai 
‘ernment is now locked in crucial talks 
potential private investors in a last- 
effort to get the project off the 








































official plan is for private investors 
t jointly with the government in 
ream portion, thus making all par- 
cerned collectively accountable 
he viability of the whole complex. The 
re represents a new pattern of pub- 
ate-sector joint ventures for pro- 
Of national importance, similar to — 
more complicated than — the Na- 
al Fertiliser Corp. set-up. 
е government, through the national 
mpany, the Petroleum Authority of 
land, recently signed a memorandum 
nderstanding with four locally based 
ps — selected aspotential investors in 
planned downstream projects — on 
Iroad outlines of the overall scheme. 
ever, complications over various as- 
cts — particularly those relating to the 
uration of the upstream olefins 
с.е pricing and offtake of ethylene 
he downstream. projects and their 
[sizes — have yet to be settled. 
Since it was conceived, the scheme al- 
[у has undergone some alteration and 
tiations over the complicated inter- 
king relationship of various portions 
ave caused some delay. Under the origi- 
plan, based on a feasibility study con- 
lucted by the International Finance Corp. 
IFC) — the World Bank's equity-invest- 
ment arm — in 1981-82, the government 
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G overnment platiners also perceive the 
scheme as an import-substitution pro- 
gramme. Thailand imported about 
870,000 tonnes of ammonia sulphate and 
other types of fertiliser at Baht 3.6 billion 
in 1981. Apart “from  bulk-blending 
facilities, there has.so far been no local 
manufacturing; Because fertiliser imports 
are often dictated by the need to fill empty 
cargo space rather than, the. timing and 
quality of the shipménts, they do not 
necessarily correspond with what the 
country needs. There is also an appalling 













had proposed the setting up of an olefins 
plant comprising a cracking unit (using 
about 350,000 tonnes a year of ethane and 
50,000 tonnes a year of propane) and a de- 
hydrogenation unit (using about 80,000 
tonnes a year of propane). The ethane and 
propane are to come from the gas se- 
paration plant now: under. construction 
and due to be operational in 1985. 

The projected 300,000 tonnes a year of 
ethylene from the olefins plant would be 
used as feedstock for the four downstream 
plants  — producing low-density 
polyethylene, high-density polyethylene, 
vinyl chloride monomer and ethylene 
glycol — which would have design 
capacities of 100,000, 110,000, 80,000 and 
50,000 tonnes a year, respectively, to meet 
domestic demand (as projected by the 
petroleum authority) in 1990. 

The 73,000 tonnes a year of propylene, 
also from the olefins plant, will feed a 
proposed fifth (polypropylene) plant of 
70,000 tonnes a year capacity. The pro- 
posed entire complex was estimated to 
cost about US$870 million and (previ- 


ously) scheduled to come On stream in late ` 


1987 (REVIEW, Jan. 27). 

A number of competing proposals for 
the downstream projects, from both local 
and foreign groups, were submitted in 
March. After deliberations, the au- 
thorities decided to accord priority status 
to the Siam Cement group (largest of the 
three local cement producers), Thai 
Petrochemical Industry (which began low- 
density polyethylene production earlier 
this year from a 65,000 tonnes-a-year 
plant using imported ethylene), Thai Plas- 


tic and Chemical, and the Sri Krung 


Watthana group (the biggest fertiliser 
bulk. blender which is also engaged in 
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boost: productivity, and.to the ocal avail- 
ability:of raw materials), all parties cons: 
cerhed:are: proceeding with extreme сац- 
tión.Forone thing, the US$590 million in- 
vestment outlay estimated last year has 
apparently escalated. According to the 
Foster" Wheeler study, the capital cost 
alone.— for a proposed string of 26 plants 
and buildings in the full complex, includ- 
ing a 900 tonnes-a-day ammonia plant, a 
2,110 tonnes-a-day sulphuric acid plant 
and a 720 tonnes-a-day phosphoric acid 
plant — runs to US$464 million (at current 
1983 prices). Inflation-adjusted, the cost 
would run to US$572 million by the end of 
1987 when construction is scheduled to be 
completed. 

If the project is financed with commer- 
cial loans, the total cost would reach 










the various downstream projects. (Thai 
Petrochemical is to expand its present 
plant later to cope with growth in low- 
density polyetliylene demand.) 

The ethylene glycol project, first: in- 
tended to supply the local textiles indus- 
try, has since been dropped from the list 
on the grounds that the relatively small ca- 
pacity would entail excessive production 
costs, rendering it commercially unviable. 
The cancellation, coupled with. fears 
among private investors that the petro- 
leum authority's projection of future de- 
mand might have been exaggerated, point 
to the need for a further review of themas- 
ter plan — particularly the size of the ole- 
fins plant. : 

The review has been strongly urged by 
the Siam Cement group, which has set up 
a new company specifically to undertake 
the high-density polyethylene project. 
The fact that Siam Cement has been more 
vocal and tougher in bargaining with the 
authorities оп such matters as conditions 
relating to the purchase of ethylene is seen 
in some quarters here as reflecting the 
professionalism of the group's manage- 
ment and its determination to make the 
entire project stick. 


T need for a revision appears to be ap- 
preciated by the authorities. In an inter- 
view, Deputy Industry. Minister Chirayu 
Issarangkun na Ayutthaya, chairman of a 
government sub-committee- on petro- 
chemicals, said a final re-evaluation will 
be needed before actual implementation. 

Much will depend.on the outcome of the 
current negotiations. Because the various 
facets of one downstream project — rang- 
ing from the start-up date to later per- 
formance — will directly impact оп: the 
wellbeing of another, and some of the pro- 
duct ranges are. replaceable (and. thus 
mutually competing), the government in- 
tends to treat the shareholders' agreement 
as a legally binding commitment by all 
parties. 

Apart from working outa mutually ac- 
ceptable arrangement, the. investors will 
also have tosatisfy themselves that there is’: 
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struction period: Perhaps more impor- 
tantly, the estimated 12.6% project return 
(before interest) makes the planned com- 
plex a no-go venture as it now stands. If 
commercial-loan interest were taken into 
consideration, the net return might well 
turn out to be negative. 

But because the project is accorded: top 
priority by the government of Prime 
Minister Prem Tinsulanond and its direct 
benefits to Thai farmers — in the form of 
ensuring a reliable supply of competitively 
priced fertiliser — carry national signifi- 
cance, both the government and private 
investors are making a concerted effort to 
get it off the ground. And there is a strong 
probability that the various potential 
obstacles can be overcome. 

One key solution now being actively 
pursued is to obtain concessionary-type 
loans. Deputy Industry Minister Chirayu 







rem L^ Afer we saw the УИ! onthe 


wall, we have been lobbying for support 
from Japan, the US and Europe.” Among 
others, Japan’s Overseas Economic Co- 
operation Fund is singled out as a poten- 
tial funding source. The request is either 
for lending agencies to provide Thailand 
with concessionary finance, or tor con- 
tractors in those countries to submit low- 
est-possible bids, or both. The underlying 
selling point is for them to treat the plan- 
ned complex as a social/infrastructure pro- 
ject rather than a strictly commercial ven- 
ture. 


he consortium of Thai banks, after a de- 

tailed financial analysis of the scheme, 
also submitted a number of proposals to 
the NFC to scale down unnecessary costs 
and ensure smooth implementation. It is 
understood that a majority of the private 
investors is prepared to make some sac- 





enough gas. Despite repeated govern- 
ment assurances that there will be suffi- 
cient supply for the separation plant, 
which requires a maximum 350 million cu. 
fta day, when the petrochemicals complex 
comes on stream (which now looks more 
likely to be in 1988), the current supply 
shortfall from the Erawan field since it 
began production in late 1981 still leaves 
lingering doubts. 

In a meeting with the investors in early 
September, Chirayu again sought to allay 
that concern by postulating that even if all 
gas-reserves estimates are down by half 
there should still be enough for industrial 
development on the eastern coast. (The 
complex will require a heating equivalent 
of 70-75 million cu. ft a day.) 

Finalisation of the agreement, earlier 
scheduled for June, has now been put off 
to late October. At that point, a pilot com- 
pany will be set up to make the final ap- 
praisals (probably in the form of another 
feasibility study) before proceeding to 
prequalification and subsequently en- 
gineering design and construction. 

The pilot company, which will evolve as 
owner/operator of the olefins plant, will 
be jointly held by the petroleum authority 
m to 49%), the Crown Property Bureau 

296), and the IFC (995), with the remain- 

der distributed among the four private 
groups. (The downstream plants will be 
owned and operated entirely by the pri- 
vate investors.) 

Confirmation by the IFC that it will in- 
ject Baht 6.3 million (US$274,000), of the 
planned Baht 70 million initial capital of 
the pilot company, constitutes endorse- 
ment of the scheme. Although the final 
IFC stake (when the company's equity is 
raised to execute the olefins plant) re- 
mains unclear at this stage, its experience 
through involvement in petrochemicals 
ventures elsewhere, plus its ability to ar- 
range funding packages, are likely to 
make a positive contribution. 

There is concern in some quarters here 
that the high cost of Thai gas relative to 
that produced elsewhere may render the 
Thai scheme insufficiently cost-efficient 
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Siam Cement plant: priority status. 


and eventually could result in undue pro- 
tection against imports, which in turn 
would hit local consumers. But the gov- 
ernment has announced it will try to en- 
sure price competitiveness. The official 
policy is to accord no protection — except 
against foreign dumping. Whether this 
can be achieved remains to be seen. 

— PAISAL SRICHARATCHANYA 


studio apartments 





Fed up with the cost of London hotels? 


For less than half the price, two and three bedroom luxury 
service apartments at Draycott House with all the freedom 
and privacy of your home are the 
Prices from £525 per week. For the executive travelling alone, _ 
from £250 per week. Minimum let 22 days. 
Reservations: Miss Linda Coulthard, Draycott House, 
Draycott Avenue, London SW3 2SA. 
Telephone: 01-584 4659 Telex: 916266 










The objective 2 
obtaining soft loans and nd making final 
sions — is to arrive at a minimum aci 
able rate of return. "Under normal cir = 
cumstances, the net return on any com 
mercial project should be around 20%.” 
commented one senior banker involved in 
the scheme. “This may go down to 15% _ 
for a government-supported project. But - 
in this case, we just hope for an 11-12% re- 
turn on equity — just barely enough to - 
cover our cost of funds." TS 
However, some smaller traders in thë 
26-member consortium are unlikely to 
pursue the project all the way. Reliab 
sources told the REVIEW they are not pre- 
pared to sink in additional funds on top Of 
their contributions to the pilot company 
— for simple economic reasons. Another 
factor which led to their reluctance is the. 
uncertain future at the NFC of current - 
chairman Chatumongkol Sonakul. Sec- 
onded from the Revenue Department 
where he is deputy director-general, 
Chatumongkol is widely respected for his - 
efficient and thorough handling of the 
project. " 
This explains why efforts are now under ` 
way to invite the Crown Property Bureau, 
plus selected finance companies and insur- 
ance firms as new partners. The NFC’sini- — 
tial capital is now being raised to Baht 200. 
million in a gradual escalation to а 
targeted Baht 3 million. The government 
side is likely to retain the 45% sharehold= 
ing but private-sector holdings will be ad-- 
justed to 15% for the banks, 17% for That 
Central Chemical, and 12% for the como 
sortium of traders. 
Apart from the generally favourable - 
economic conditions Thailand has to offer 
foreign investors, the need to clinch п 
jobs as major foreign contractors recover _ 
from the severe global recession stands to — 
work in favour of the project. After th e 
NFC began inviting them in early Sep- 
tember to participate in pre-qualification 
for engineering, procurement and con- — 
struction tenders for the complex, the re- - 
sponse so far is said to have been very 
satisfactory. The actual bidding (on a _ 
turnkey basis), scheduled for next Feb- _ 
ruary, promises to be intense. 
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Low oil prices and the prospect of economic recovery mask 
a potentially critical situation, a world study group warns 


By Salamat Ali 

New Delhi: The message from the 12th 
congress of the World Energy Conference 
(WEC) held in New Delhi on Sep- 
tember 18-23 is that the complacency gen- 
erated by the current energy glut could 
prove dangerous soon. Since alarming un- 
employment figures in the industrialised 
countries — about 30 million in Organisa- 
tion for Economic Cooperation and Deve- 
lopment countries alone in 1982 — dictate 
an urgent economic upturn, and since the 
global population is set to rise from 4.5 bil- 
lion to more than 6 billion before the year 
2000, the world has reached a critical 
juncture which is being masked by the pre- 
sent lull in oil-price increases. 

The conference agreed the current 
global recession is not so much structural 
as cyclical and that all indications point to 
a recovery. But energy stresses will be re- 
born with an upturn, The president of the 
WEC conservation commission, Marcel 
Boiteux, warned: “For a long time we 
shall need to adapt ourselves to costly 
energy, for the price of oil under these cir- 
cumstances cannot but increase. Accord- 
ing to the WEC, oil is the master fuel and 
shall remain so for decades.” 

Although many governments both in 
the North and South remain committed to 
a strategy of diversifying sources of energy 
and developing additional resources, both 
conventional and otherwise, the reality of 
the current situation was pinpointed by In- 
dian Prime Minister Indira Gandhi. Inau- 
gurating the congress, she complained of 
“wholesale abandonment of renewable 
energy projects in the United States and 
Western Europe at the decline of oil prices 
last year." 

Emphasising the need for developing 
alternative sources, she said developing 
oil-importing countries were facing a 

uestion of life and death and that for 


them the crisis would become even more 


acute with the depletion of forests that 
now meet the need for cooking fuel. Con- 
ference speakers cited the example of In- 
donesia which, if it continues to burn 
wood for fuel at its current rate, will be left 
without a single tree at the turn of the cen- 
tury. 

But the dilemma emphasised by the 
specialists was that even if Third World 


governments succeed in regenerating 
their forests and thereby conserving lands, 


this can only be made possible by the pro- 
vision of alternative energy sources. In 
that context, Hanna Walz, chairman of 
the committee on energy research and 
technology of the European Economic 
Community, called on developing coun- 
tries to take steps to supply energy to rural 
areas to halt the exodus of rural popula- 
tions to urban centres. 
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Recommending that the poor countries 
of the South should make an all-out effort 
to reduce dependence on oil and use more 
coal, gas and hydroelectric power, 
Boiteux predicted that the Third World's 
demand for oil would continue to increase 
to a point when towards the year 2020 it 
would become the principal oil consumer, 
outstripping the total consumption of the 
industrialised countries. He said the rela- 
tively affluent countries of the North 
would have ensured a larger share of coal 
and nuclear power in their energy re- 
sources by then, reducing their depen- 
dence on oil, thereby easing the strain on 
their balance of payments. 

Nonetheless, the congress was optimis- 
tic that if problems are recognised now, 
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solutions can be found in time — and 
part of this confidence was based on atten- 
dance at the congress itself, which at- 
tracted some 1,500 politicians, govern- 
ment administrators, company execu- 
tives, energy technologists and scientists 
representing 71 countries and several 
energy-related international organisa- 
tions such as Opec, as well as such major 
multinational companies as Westing- 
house, General Electric, Siemens and 
Shell. The delegates included 20 cabinet 
ministers. 


Bue this demonstrable awareness 
of what needs to be done to ensure 
adequate and secure energy supplies, and 
thus contributing to the upbeat tone of the 
congress' conclusions, was the research 
and development work either already 
completed or under way on diversification 
of energy resources and the professed will 
of decision-makers around the globe not 
to become as vulnerable to price and other 
dislocations of oil or any other equally 
vital commodity as they had been 10 years 
ago at the outbreak of the first oil crisis. 
To reinforce the point, the end-of-con- 
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energy prices had been re- 
moved by oil prices now achieving their 
real worth instead of the bargain levels of 
a decade ago. The transition had caused 
hardship but conditions were now settling 
down. 

"However, comparing what the WEC 
conservation commission had recom- 
mended in 1978 and the actual state of 
affairs now, even the outgoing WEC pre- 
sident Peter von Siemens of West Ger- 
many found the situation far from satisfac- 
tory. The commission had argued for a de- 
termined substitution of oil, a vigorous 
development of nuclear and coal re- 
sources and a distinctly higher energy 
share for developing countries. 

But from 1972 to 1982 the consumption 
of mineral oil increased significantly, nu- 
clear energy showed only a modest growth 
from 1% to 3% of total primary-energy 
use, coal consumption increased but at a 
considerably slower rate than was ex- 
pected and, against an increase of 23% in 
the worldwide consumption of primary 
energy, the share of developing countries 
in that total consumption had risen from 
8% to only 10%. 

Siemens' case was well argued, for there 
is a continuing marked imbalance be- 
tween consumption and resources of vari- 
ous energy forms. There are also dis- 
crepancies in the regional distribution of 
energy sources, especially oil. Nearly 60% 
of the world's energy demand is still 
covered by oil and natural gas and only 
about 30% by coal; the rest is met by 
hydroelectric power, nuclear and other 
energy resources. 

The anomaly of this continuing depen- 
dence on oil is demonstrated by the fact 
that more than 80% of the world's geolo- 
gical resources of fossil energy are coal 
and less than 20% oil and natural gas. Ad- 
ditionally, two-thirds of the economically 
recoverable oil reserves of the world are 
within Opec. Mexico and the Nerth 
Sea, mistakenly regarded as counter- 
balances to Opec, respectively account for 
only about 8% and 3% of total oil re- 
serves. 

Other continuing structural flaws 
pointed out at the congress included the 
fact that nuclear energy contributes only 
about 9% of the total consumption of elec- 
tricity, and that though production of coal 
has risen over a number of years, espe- 
cially through increased production in 
the US, South Africa, Australia and 
even some developing countries such 
as India, the world coal market remains 
slack. Hence neither consumption nor 
trade was able to expand either in 1981 or 
in 1982. 

This thesis was supported by Soviet 
Minister for Power Engineering P. S. 
Neprozhny, who blamed the energy crisis 
on the wrong use of oil and neglect of coal 
development. Oil prices were not to be 
blamed for the crisis, he said, for the abun- 
dance of oil had helped create a spend- 
thrift economy and way of life. He argued 
that for the next 40-50 years, mankind will 
have to depend increasingly on coal, gas 
and nuclear power. 
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OUR CARE SETS US ABOVE THE COMPETITION. ' 
JUST ASK THE FRENCH. 


From La Tour Eiffel to haute couture few na- 
tions set higher standards than the French. 
Not surprising then that ScanDutch is frequently 
entrusted with the task of bringing French 
goods to the Orient in perfect condition. And 
making sure that products from the Far East 
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arrive in France with style. Of course, this repu- 
tation for Ist class care gives us a lot to live 
up to. But then it gives our competition a monu- 


mental headache. 
ScanDutch € 


IST CLASS CONTAINER TRANSPORT 
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- ern Life. His influence, 


— director of the Mone- 


— position he occupied 
| оп secondment from 
— OCBC — “no longer 
- needs to prove him- 
— self,” as one source put 
pt 
- prospect of continuity, and therefore con- 
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The 'rock' takes a knock 
— Singapore’s Oversea-Chinese Banking Corp. sees its status 

_ Slip as a new man prepares to take over the helm 


By Anthony Rowley and Lincoln Kaye 
— Singapore: When it was confirmed early 


this year that the venerable Tan Sri Tan 
Chin Tuan (now nearly 75 years old) 
would finally retire as chairman of the 


— Oversea-Chinese Banking Corp. (OCBC) 
_ on September 30, the local banking com- 
munity began bracing itself for a wind of 
- change. OCBC, the sleeping — and slip- 
_ ping — giant, might move to regain its old 
- ascendancy in Singapore, not to mention 
- its place among regional banks. 


Now OCBC's rivals no longer fear the 


| post-Tan era. They note that Tan, or TCT 
- asheis popularly known, will retain his of- 


fice and his personal staff at the bank's 


— OCBC Centre headquarters in Chulia 


Street and will remain 
chairman of OCBC as- 
sociates and sub- 
sidiaries such as Straits 
Trading and insurance 
company Great East- 


like his presence, will 
be real. And his succes- 
sor as OCBC chair- 
man, Yong Pung How 
(55), former managing 


tary Authority of Sin- 
gapore (MAS) — a 


Reinforcing this 
servatism, is the continuing presence at 
the head of OCBC’s executive committee 
of Lee Sing Wee of the Lee family, which 
controls Lee Rubber — and around 30% 
of OCBC itself. 

With Yong as titular head and the Lees 
remaining the power behind the throne, 


_ OCBC just might revalue some of its ab- 
= surdly under-valued banking and com- 


mercial/industrial assets, but the group 


_ will remain “very risk-averse,” according 


to one of its rivals. If OCBC remains 
*Solid as a Rock" (to quote its own motto) 
itis a rock which is slowly but surely being 
obscured from view by a rising tide of local 
and regional competition. 

On a number of measures, including 
earnings, OCBC has been overtaken in re- 
cent times by Wee Cho Yaw's United 
Overseas Bank (UOB) and by the 49% 


government-owned (via Tamasek Hold- 


ings) Development Bank of Singapore 
(DBS). This measure is not all that mean- 
ingful, as earnings in Singapore are only 
what the banks care to disclose after trans- 
fers to inner reserves. And likewise, the 
substantial lead which DBS and UOB re- 
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spectively have nowadays over OCBC in 
terms of total assets is more a function of 
OCBC's conservatism than of financial 
reality. However, UOB's and DBS' total 
deposits are now comfortably ahead of 
OCBC's and that is not a ratio which lends 


itself to arbitrary accounting treatment. 


There is a wider dimension, too, to 


OCBC's relative decline. “OCBC could 
have been bigger than the Hongkong and 
Shanghai Banking Corp. [HSBC] or than 


Bangkok Bank by now," one official of 


another commercial bank noted. As it is, 


the HSBC ranks 18th in Euromoney 


magazine’s most recent rankings of the 
world’s 500 leading banks, while OCBC is 
in position 132. This is 
based on shareholders’ 
funds (1981 figures), and 
while on this measure 
OCBC well outperforms 
Bangkok Bank (reflect- 
ing Singapore banks’ 
tendency to make regu- 
lar rights issues as much 
as OCBC’s innate con- 
servatism), the picture is 
different on the total as- 


the slipping giant. 





double OCBC's. 

More to the point, perhaps, is the rapid 
growth of Malayan Banking in Malaysia, 
with assets now standing at more than 
US$4 billion. Malayan Banking was built 
up with the help of Khoo Teck Puat of the 
Goodwood group after he left OCBC. 
Khoo has made several challenges to 
Tan's leadership of OCBC, the most di- 
rect of which was expected to occur at 
OCBC's annual general meeting in May, 
though in the event Khoo's anticipated 
move to oust Tan was pre-empted by the 
announcement of the chairman's impend- 
ing resignation. Khoo increased his long- 
standing 5% stake in OCBC to more than 
6% at the beginning of this year and re- 
portedly bought further into Malayan 
Banking at the same time. 


ocal bankers do not think OCBC has 

heard the last of Khoo, who is credited 
with a “superb sense of timing" and may 
be poised for further moves when the time 
is ripe. Speculation is that Khoo may be 
interested in allying OCBC's Malaysian 
branch network (which is bigger than what 
OCBC has in Singapore itself), with that 
of Malayan Banking. At the very least, 
Khoo could hope for a substantial increase 
in the value of his OCBC stake if he could 
persuade the bank to revalue its assets. 

It is very difficult to ascertain how 
OCBC itself views such challenges. The 
motto "Solid as a Rock" might well have 
the words "and silent as 
the grave" appended to it 
for all that it is prepared 
to disclose to the public. 
REVIEW attempts to talk 
to the present and pros- 
pective chairmen were 
politely declined by Tan 
— and ignored by Yong. 
But efforts by stock- 
brokers, notably Hoare 
Govett and Ong & Co. in 
Singapore have filled in 
some of the gaps, even if 
they cannot pinpoint fu- 


ture policy. 
Local commercial 
bankers from among 


OCBC'5 rivals are, more- 
over, prepared to offer 
their views in private. 
They note that OCBC, 
the biggest bank in Singa- 
pore for three decades, 
has been steadily losing 
ground in terms of mar- 
ket share, growth of 
shareholders' funds and 
growth of deposits — and 
they expect the trend to 
continue even after TCT's 
retirement. , They ex- 
pect DBS to emerge in 
time as the premier finan- 
cial institution in Singa- 
pore on all counts, basi- 
cally reflecting the fact 
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any rights issues for fear of а persi 
drain, or of seeing their. equity diluted. 
is includes Tan, who has a 5% personal 
ake in OCBC. The fact that the MAS re- 
ires such regular capital-boosting exer- 
5 by banks only reinforces DBS’ rela- 
advantage in this respect. i 


























































red to offer privately on OCBC are that 
ава weak marketing team and relies on 
investments to make money. OCBC, as 
е banker put it, "always expects the 
rid to collapse" and restricts its lending 
cordingly to only the most reliable cor- 
rate borrowers. This is borne out by 
CBC's 1982 results, which show total 
ins and advances at only a half to three- 
hs of those by UOB and DBS and not 
r ahead of the other member of the big 
ur, Overseas Union Bank (OUB), 

In. terms of its loans-to-deposits ratio, 
BC is far and away the most conserva- 
ive. Its proportion of non-risk assets is 
equently high. OCBC typically 
hes its prime lending rate (currently 
25976) at a quarter to half a point below 
at of other local banks and at a full point 
more below foreign banks' prime (cur- 
ntly up to 9.5% for United States 
nks). 


Ph utat the same time it is choosy about 
whom it lends to — too choosy, per- 
for its own ultimate good. According 
oare Govett, "OCBC appears to have 
yed closer [than others] to its tradi- 
al business where good margins can be 
but in the process it has left to others 
siness where profits can be made but 
rgins are thinner." Other banks in Sin- 
уге have been growing fast on the basis 
such business. According to one well- 
iced local source, DBS and UOB domi- 
16 money-market business and ООВ 
Огеірп-ехсһапре market. OCBC, for 
part, concentrates largely on trade and 
tial financing to selected customers, 
ugh it is also active in other areas rang- 
1g from merchant banking to gold deal- 


ile some of OCBC's rivals deride its 
a-cautious" approach, others purport 
admire and emulate it. One such 
Iker claimed to the REVIEW that Singa- 
€ banks in general are "squeaky-clean" 
t now compared to foreign banks inside 
outside Singapore which have lent ag- 
ressively — and may have to make sub- 
ntial loss provisions as a result in the 
sent troubled economic climate. 
Sometimes not earning [holding assets in 
is better than earning and then hav- 
{о take two steps back," said the 
iker whose bank, however, has been 
easing its loans and advances faster 
ian OCBC has. 

-By pitching their deposit rates typically 
quarter to a half point behind those of 
reign banks, local commercial banks 
aim not to have been chasing funds too 
aggressively and to be “keeping their pow- 
der dry" for better times. Certainly; 
reign banks (which include t 









Other views which bankers are pre“ 








archolders’ funds 
Deposits 
“CDs and long-term borrowings 
` Loans and avances (including... 
trade bills) um 
Total assets (including contra) 












13,413.2 


and the Chartered Bank as well.as Malay- 
sian and US banks) do have а remarkably 
large share of Singapore dollar loans and 
advances in the republic — some 58-60% 
of the total loans and around 50% of depo- 
sits, according to one source. Hoare Gov- 
ett puts the estimated share of local banks 
in the domestic market at around 50% of 
commercial-bank deposits. In turn, 
OCBC is thought to account for around 
18-20% of the total. local-bank share. It 
benefits from. having more interest-free 
current accounts Шап its rivals. 

Even as a group (including its Four Seas 
Communications Bank and Bank of Sin- 






GLIMPSE OF AN EMPIRE 
Possible investment holdings 
of OCBC 


Straits Tradin, 
Times Publishing 
Fraser & Neave 
Cold Storage 
Malayan Breweries 
Great Eastern Life 
Wearnes 
North Borneo 
Timber 
Robinson 
United Engineers 
Sime Darby 
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gapore subsidiaries), OCBC has also fall- 
en behind in terms of the number of 
branches. It has 29 in Singapore now, 
against 53 for the UOB group (embracing 
Chung Khiaw and Lee Wah banks) and 31 
for OUB. DBS (which commercial ban- 
kers claim gets a certain preference from 
the MAS in terms of location if not num- 
bers of branches) has 19. OCBC has more 
branches (29) in Malaysia than any of its 
Singapore rivals, though most of its profit 
comes from Singapore. 
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Source: Published accounts. 


is seen than what is 
not seen. “The 
group’s great attrac- 
tion has been its 
undervalued assets in 
almost every sector of 
the Malaysian and 
Singapore economies 
M substantially 
undervalued at their S$128 million 
[US$59.8 million] book value” as Hoare 
Govett noted earlier this year. Ong & Co., 
for its part, suggested two years ago that 
“quoted investments of the group are 
grossly understated in the books and 
would easily throw up a huge surplus of at 
least $$1 billion on current valuation.” 

According to Hoare Govett, OCBC 
earns some 74% of attributable earnings 
from banking and from dividend income 
from the bank’s associates, 6% from fi- 
nance companies and 20% from property 
and investments. (Realised gains from 
property and investments are taken to re- 
serves rather than through the profit-and- 
loss account.) In 1981, total pre-tax profits 
from principal non-banking associates 
amounted to some $$130 million — less 
5877 million losses on the troubled United 
Engineers associate. This gives some idea 
of the potential impact on OCBC's profit- 
and-loss account if it were to equity-ac- 
count at least the larger of these holdings. 

Hoare Govett, meanwhile, estimated 
the value of the OCBC Centre at more 
than S$500 million, compared to total 
stated fixed assets of OCBC of S$208 mil- 
lion at the end of 1981. OCBC and its asso- 
ciates also have an estimated 16% stake in 
Singapore's Raffles City project, which is 
estimated to cost around S$1 billion. The 
great unknown, however, is what the ef- 
fect on OCBC's return on capital would be 
if it disclosed true profits and revalued 
assets to current levels. 

Apart from its known investments, 
OCBC is also believed to have substantial 
holdings in HSBC, around 1095 of Mid- 
land Bank of Britain and a stake in 
Westpac Banking Corp. of Australia. 
These alone would cover several times 
over the $$128 million value put by OCBC 
on its quoted investments, Hoare Govett 
suggested. For all that, OCBC shares con- 
tinue to sell in the local stockmarket on a 
price/earnings ratio well below that of 
UOB and no higher than those for DBS 
and ООВ, suggesting that shareholders 
are not expecting any early revaluation of 
net asset values. 

OCBC has more firepower than most to 
use in this direction if it so chose, but few 
people think Yong will make early use of 
that power, even if he is in a position 
to with TCT and Lee breathing down 
his neck, Rivals will continue to take 
comfort from this, just as they are confi- 
dent that OCBC will enjoy no special 
favours from the government by virtue of 
Yong's past association with the govern- 
ment. "Things don't work that way in Sin- 
apore," noted one. Abd 
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p There is is no ) doubt тет 7 р {ор тапаре- 
. ment as to which publication is considered the 
most authoritative in the region on coverage of 
: sian business and 8 affairs. It 5 the Far 













| ООШ Баса іп Ana or a for that 
‘matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just - 
take our word for it. Ask the people you look up — 
and respect the most which publication they - 
irn to for unparalleled coverage of Asian news. 
he overwhelming response will be the Far East- 
tn Economic Review! | 
‘Since J anuary “OF 1974, the Review has grown in 
size from just over 20 ‚000 copies per issue to its 
| present circulation of more than 58,000 copies 
_ per issue. | 
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turning to Case: 


For the No. 1 loader/backhoe line. Best sell- 
ers worldwide. The only loader/backhoe with 
loader power linkage for greater breakout force, 
faster dump. And exclusive over-center back- 
hoes for better loading, better roading. 


For the only excavators with the turntable 
leveler. Lets you dig deeper, dump higher . . . 
or trench level on hillsides. The only excavators 
with Wrist-O-Twist" for extra bucket control. 


For crawler dozers with on-the-go angle tilt. 
A Case crawler line exclusive — helps make 
every pass a working pass. Two track power 
turns. 


For loaders with 4-wheel torque proportion- 
ing differentials. Extra traction on both axles 
keeps jobs moving in slippery, muddy terrain. 


Case thinks of everything. 


For skid-steer loaders featuring power-in- 
hand command. Hand levers control speed, 
direction, all bucket functions — no awkward 
coordination of hand and foot movements to 
get the job done. 

For construction equipment selection that 
includes a full line of — trenchers, compaction 
equipment, forklifts, cranes, other equipment. 
See your Case dealer, or write to Asian Repre- 
sentative office of the J | Case Company, 12-C 
12th Floor, Yen San Bldg., 268 Orchard Road, 
Singapore 9, Republic of Singapore 


JI Case 


A Tenneco Company 















° NOT everyone is a loser from the col- 
lapse of the Hongkong dollar. The 
biggest gainer inthe short term at least, 
be the Hongkong and 
Shanghai Banking Corp., most of whose 
i v foreign-currency as- 








fty loan provisions to 
-Carrian and similar 
busted pro rty developers. 

One will never know how big the gain 
is, given the secrecy with which banks in 
Hongkong are allowed to conduct their 
affairs. (In the case of the Hongkong 
Bank, this secrecy is taken to such ex- 
tremes that even members of the board 









size ofits p „inner reserves, etc. ) 
Banks. active. іп foreign-exchange 
dealing should also have reaped hand- 
some profits from the extraordinarily 
wide dealing margins which prevailed 
when the currency crisis was at its peak. 
Local banks without net foreign-cur- 
rency liquid assets will not enjoy the 
same windfall as the Hongkong Bank. 
The latest interest-rate ‘rise will do no 
harm for profits even if it does further 
constrain the growth in bank lending. 
High interest rates, political uncertainty 
and the weak currency’s effect on pur- 
chasing power are all going to have a 
very severe deflationary effect on the 
Hongkong economy, which will remain 
long after the inflationary impact of im- 
ported price rises has been absorbed. 
Worst hit will be the property de- 
velopers, especially those who were 
foolish enough to borrow US dollars to 
finance Hongkong projects. The in- 
terest-rate increase, even if it proves re- 
latively short term, is an awesome addi- 
tional burden for Hongkong Land and 
may speed up the process by which the 
group, under its new leadership, at- 
tempts to divest itself of certain projects 
and properties at almost any price. Some 
major developers who have been kept 
alive by the kindness or inertia of their 
bankers may finally succumb. The danger 
list must include Trafalgar Housing. 
€ THE battle for Trafalgar is about to 
enter its final campaign. The company 
has just announced а loss of HK$646 mil- 
lion (US$75.1 million) for the year 
ended March 31, after providing 
HK$488 million against oil, gas and 
gold-mining operations in the United 
States and a further HK$134 million for 
diminution in the value of properties and 
investments. With debts of some 
HK$500 million (all but about US$20 
million of which is in Hongkong dollars) 














aterloo and Trafalgar 


that leaves Trafalgar with a book net 
worth of around HK$140 million. But 
the existence of HK$300 million of pre- 
ference capital that would take priority 
in any winding up leaves the ordinary 
shares, currently trading at around 30 
HK cents, worth nothing in theory. 
Shareholders’? gamble must be that 
Trafalgar can find an escape route. via 
Macau. The company'ssite on Taipa, оп 
which it hopes still to build up to 10,000 


residential units carrying with them the’ 


right to Portuguese residency, is the key. 
The first critical hurdle Trafalgar has to 
cross before Taipa can be more than a 
gleam in its eye is to get its bankers to 
sign a debt moratorium so. it can con- 
tinue trading. If that is to happenat all, it 
is likely to be soon. 

The Portuguese Government appa- 


| rently has passed the necessary legisla- 


tion enabling Taipa purchasers to gain 
residence, but the Macau authorities are 
naturally anxious to see that Trafalgar 
does not go belly up before proceeding. 
If a moratorium can be agreed, a pros- 
pectus for the Taipa apartments would 
have to be issued within two months and 
then comes the job of persuading inves- 
tors to put up 100% of the construction 


cost (to be held in escrow where Trafal- | 


gar's creditors cannot get at the money) 
before a brick is laid. All this adds upto a 
delicate political as well as financial equ- 
ation, given 1997 and all that. 

If investors rush to buy a way out of 

Hongkong, the project could yield 
Trafalgar some HK$1.2 billion, provid- 
ing something for ordinary shareholders 
comfortably above what the shares are 
trading at now, But the temptation for 
banks to cut and run is real given that an 
orderly disposal of Trafalgar's assets, in- 
cluding the undeveloped Taipa site plus 
the US mineral assets with a residual 
value of some US$10 million or so, could 
come close to paying off the company's 
debt, it seems. 
e CHINA Underwriters assures Shroff 
that it really does own a company called 
Land's King Investment which owns two 
floors of the Metropolitan Bank Build- 
ing in Kowloon, In an article last week 
we had cited uncertainty over ownership 
of and mortgages on various floors of 
this building as being among the (many) 
obstacles to debt rescheduling and the 
sale of China Underwriters, a quoted 
subsidiary of Carrian Investments. 


We also learned, however, that 


Underwriters acquired Land's King (and 


other companies owning other floors of 
the same building) on December 1, 
1982, from its unquoted ultimate parent, 

Carrian Holdings. This wasa most extra- 
ordinary time for Underwriters to be ac- 
quiring assets so. it was perhaps not sur- 
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prising that the management and bo: 
did not bother to tel areholders, 




























sale. But it raises у 
about. whosé inte 


' Underwriters were acting іп w en 
"bought assets from 







rupt Holdings at 
Carrian Investments рг 
ject of rescue talks and. was 
selling assets to improve liquidi 
The board of Underwriters at th 
consisted of five Carrian group exe 
tives, John Marshall, Rodn 
Bentley Ho, Jed Tan and Kenneth k 
— some of whom at least have a ben 
cial interest in Carrian Holdings —. 
Maurice P. K. Wong, a partn 
Deacons, the big Hongkong law firr 
which is Carrian's legal adviser. 
e SHAREHOLDERS in Sir Jam 
Goldsmith's Hongkong-listed com 
General Oriental are about to enjoy a 
more excitement in addition to the. 
markable run-up in the share price 
cent times. They are promised a dit 
share of the action in Aspinall's gam 
club in London, via a deal of some со 
plexity. Goldsmith has long been 
backer of Aspinall's and several 
ago via his Argyle Group (now а s 
sidiary of Oriental) lent J. V. Aspina 
HK$5.4 million to subscribe for conve 
tible unsecured loan stock in Aspina 
Club Ltd in addition to lending the сі 
itself HK$1.7 million and providing i 
with guarantees of HK$10.8 million. 
Argyle subsequently acquired thi 
1576 loanstock, which is convertibl 
a 50% interest in the club, and put it int 
Ultrabridge Ltd of Britain. Now the pla 
is to get a quote on London's Unliste: 
Securities Market (USM) via a newl 
created company, Aspinall Holding: 
plc and to give Oriental shareholders. 
direct stake in that venture. The.« 
plex route for achieving this involves 
creation of a new Hongkong compa 
Ultrabridge Investment.1983 and O 
tal shareholders will receive one shar 
this new company for every. Orien а 
share, by way of a distribution in spe 
Ultrabridge will then sell its en 
business (in effect the Aspinall. 1 
stock) to Aspinall Holdings and 
bridge Investments shareholders will ge 
one share in Holdings for every four o 
their shares in the (short-lived) пе 
company, which will then be liquidated 
They will then end up with 50% of Ho 
ings with J. bd Aspinall holding 
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USM bios an offer f le 
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Daniel Nelson | 
London: As president of the Confedera- 
n of British Industry (CBD, Sir 
pbell Fraser heads an organisation 
at has often warned the Japanese that 
е would be trouble unless they 
ught British." Now it appears that they 
ë heeded the СВГ words, for a Japan- 
company has just bought alarge chunk 
€ tyre-making operations of Dunlop 
dings, the ailing British company over 
hich Fraser presides as chairman. 

e deal, agreed with Sumitomo Rub- 
Industries, gives the Japanese com- 
y a base “from which they will launch 
attack on the European market,” as 
ser put it. Ironically, Sumitomo Rub- 
which, to Dunlop’s Japanese sub- 
‚ Which built Japan's first rubber- 
кузеп plant in 1909, It used Dun- 
p technology over a 20-year period to 
itself into the second-largest tyre 
mpany in Japan with a 1982 turnover of 
202 billion (US$824.49 million). 
Under a new technical-aid and licensing 
reement effective from July 1984, 
imitomo will provide tyre design, manu- 
uring technology and technical assist- 
to Dunlop — a complete reversal of 
€ flow of technology, though the British 


l'assistance and technology for aircraft 
res and a range of other products. 

a final twist of irony, Sumitomo's ac- 
ition’ of most of its former parent's 
pean tyre-manufacturing and supply 
isiness was announced shortly before 
arrival in London of a Japanese car- 
components delegation which will be try- 
ing to plug the gap in the visible Anglo-Ja- 
anese trade in motor products, which 
* reached £555 million (US$834.59 million) 
-in Japan's favour last year compared with 
£242 million in 1977. 
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ritain's Dunlop sells most of its European tyre-making 
operations to a Japanese company, Sumitomo Rubber 


трапу will continue to provide techni- · 








A November deadline has been set for 


conclusion of details of the deal, but dur- 
ing the next 15 months Sumitomo will ac- 


quire two tyre factories in’ Britain and. 
West Germany; a truck- Чуге retread fac- 
tory in Britain plus: the technical and’ 


mould-engineering activities and the truck 
and bus tyre-manufacturing facility at Fort 
Dunlop in Birmingham, England; the tyre 
manufacturing facilities within another 


West German plant which also makes. 


other products; the tyre depots, selling 
and distribution facilities in Britain and 


West Germany (excluding the wholesale 


and retail tyre-distribution businesses, 
which will be acquired by Sumitomo оп 
terms to be decided during 1985), and the 


Dunlop tyre-selling companies in Austria, 


Belgium, Greece, Holland, Italy, Nor- 
way, Sweden and Denmark, 


unlop tried to offload’ its two loss- 
making French factories, but Sumitomo“ 


refused them. (The French Government 
will be annoyed by the whole deal, as it is 
increasingly concerned about attempts by 
Japanese companies to gain a foothold in 


the European market by establishing a: 
local manufacturing base, particularly in’ 
Britain, as was shown. by-t the, Paris govern-- 
ment's suggestion in August that it might: 
curb imports of the Triumph Acclaim, the’ 


product of a joint venture by BL апа 
Honda.) Sumitomo also. declined to buy 
the Fort Dunlop car-tyre operation. 


As part óf the deal, which apparently. 


was initiated by Dunlop, the British com- 
pany will sell its 40% stake in Sumitomo 


| Rubber. This will clarify the position for 


Sumitomo in time for the implementation 
of new Tokyo stock- -excliange rules next 
year. 

. The selling p | 





: for the Eüropean oper- 





. rivals 
operations next year (it also has plants in 





British i interests, ‘The deal thus ; 
operating losses. which amounted ta £3 
million in the first half of 1983 and will en-: 
able the.company's debt of £400 million to 
be reduced... 

After announcing a half-year pre-tax 
profit of £2 million but a net loss of £22 
million and non-payment of an interim di- 
vidend, Fraser commented: “The deal 
doesn't solve all Dunlop's problems but it 
changes a substantial problem into a sub- 
stantial opportunity. ". 

Japanese competitiveness in electronics 
is now accepted by the British public, but 
taking a bite out of an old-established 


. company — one of the six biggest in 


Britain — whose products are a household 
name came as a shock. Double-page ad- 
vertisements in national newspapers here 
urged the public: “You mustn't run away 
with the idea that Dunlop has been sold to 
the Japanese, lock, stock and tennis rac- 
quet." And Fraser pointed out at a news 
conference that even if the company with- 
drew from European tyre operations al- 
together, group turnover would still ex- 
ceed £1 billion and 40% of the company's 
business worldwide would still be in tyres. 

Apart from the share-sale aspect of the 
deal, Sumitomo becomes the first Japan- 
ese tyre-maker to acquire manufacturing 
facilities in Europe. Japanese manufactur- 
ers Bridgestone; . Yokohama ` and 
Sumitomo have 875, 3% and 2% of the 
US$27 billion world tyre market, respec- 
tively, and as Japanese car-makers have 
done, are now ready to begin production 
in the markets of their main international 
. Bridgestone's van-tyre plant begins 


Australia, Taiwan and. Thailand), and 


: Yokohama is expected to follow. 


This major move towards what inevita- 
bly will be Dunlop's total withdrawal from 
European tyre operations will add still 
more fuel to already rife takeover specula- 
поп: and raises again the long-term in- 
terests of Pegi Malaysia. The Dunlop 
balance-sheet continues. to await the 
Malaysian Foreign Investment Commit- 
tee's approval of the agreement for the 
sale of half Dunlop Malaysian Industries 
Bhd (DMIB) to Pegi for £55 million. 
"We've had no word from them," said 
Fraser recently. 


James Clad writes from Kuala Lumpur: 


Malaysians are following negotiations be- 
tween Dunlop and Sumitomo with more 
than passing interest. A> politically in- 


` fluential public company, Pegi has been 
methodically acquiring Dunlop assets in 
Malaysia in a process first evident in 
November 1980, when it added 21.2 mil- 
lion Dunlop Holdings shares to a portfolio 
alréady containing nearly 3 million shares 
which had been purchased on the open 











: op, de 
ing from the sudden rise in Dunlop 
trading that a: 
event, this did not happen; the heavy’ buy- 
ing came via Morgan Guaranty depository 
receipts issued in London and apparently 
was not orchestrated by Pegi. 
The Sumitomo deal rings familiar bells 
in the Malaysian: marketplace, where 
Dunlop already has divested two sub- 
sidiaries to Pegt in an effort to raise cash. 
In a September 1981 sale, Pegi bought 
Dunlop: Estates Bhd, netting the parent 
company a` £60.6 million extraordinary 
gain. Then in July 1982; Pegi arranged to 
purchase the parent company’s interest in 
DMIB, the country's largest tyre man- 
ufacturer then, however, Pegi has 
decided agai ity: purchases, opting 
'a joint venture with Dunlop to 
take majority control of DMIB. 
All this prompts continuing speculation 
` that Pegi still hopes to come within strik- 
ing range of the ailing British conglomer- 
ate, Earlier this year, local newspapers 
` speculated widely on Pegi’s’ intentions, 
.. Strongly identified with the aspirations of 
| Abdul Ghafar Baba, one of five vice-pre- 
sidents of the United Malays National Or- 
ganisation — the majority party within the 
ruling National Front coalition. Ghafar is 
also, secretary-general of the front. The 
Ghafar family controls Goodyield Plaza, 
' which in turn owns Pegi's holding com- 
pany. On September 28, the local press re- 
ported that Ghafar would submit a pro- 
posal to the next board meeting of Dunlop 
oldie to: "consolidate operations” 
` ‘after the Sumitomo deal i$ completed. 
Pegi apparently has “endorsed” the 
Sumitomo деа]. 



























t first glance, a purchase у Sumitomo 
Rubber of Dunlop’s loss-making tyre 
division should please Pegi as Pegi would 
become the main beneficiary of the deal, 
which Ghafar and Pegi’s managing direc- 
tor, Phoon Ah Lek, have monitored even 
more closely since becoming Dunlop 
board members in August. Ghafar has 
said Pegi will not attempt to take over 
Dunlop. because of almost certain resist- 
ance from Britain’s Office of Fair Trading 
as well as from the Monopolies and Mer- 
-gers Commission: At Dunlop’s last annual 
. meeting at the end of May, Fraser said no 
"takeover by Pegi was intended. 
+ When Ghafar joined the board he made 
known-his view that Dunlop had become 
*too centralised." He arranged the forma- 
tion of a Far Eastern committee and urged 
regional committees to monitor North 
American, European and Latin American 
operations. Despite apprehensions en- 
gendered by Pegi's efforts to increase its 
equity holding, Ghafar's public stance to- 
wards Dunlop seemed amiable enough — 
Dunlop's other board members, he said, 
were "sensible and honourable people" 
who “would listen if we have a good idea.” 
с. Speculation continues to centre, how- 
ever, on whether Pegi will attempt to hive 
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plantations fore 
pansion by Pegi. 

Beyond Pegi's 26.1% stake in ‘Dunlop’ 
other Malaysian holdings amount to 
another 10%. A well-placed source in the 
local stock exchange said these sharehold- 
ers are split pretty evenly between indi- 
vidual buyers who have followed Ghafar's 
forays into Dunlop for shorter-term profit 
and “collaborators who move when Pegi 
moves.” Other sources suggest Pegi could 
probably acquire control of the Dunlop 
parent company for less than half the cost 
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Britannia American Smaller Companies Dollar F und is only one of 











observer put it. Yet this view, as 
Maigrir dus stresse ignores Dun 

























AN EASY WAY TO INVEST IN 
AMERICAN SMALLER COMPAN 


Which company to invest in, when to buy, when to sell, are 
questions which are very difficult for the private investor to. 
answer with any certainty. We.at РЕС can offer a very simple 
solution — invest in the Britannia American Smaller Companies 
Dollar Fund, which specialises in emerging growth companies < 
and aims for capital growth. The fund has an.excellent past 
performance record indicated below and with lower 

US interest rates the future prospects are кы good. 























From taunch 
16/3/80 to 12/9/8 


From last 12 months 
From 12/9/83 







Britannia-American Smaller Companies 






+ 145.2096 












Dollar Fund * 57.0896 
Dow Jones Industrial Index + 48.04% + 53.1 1% 
Standard and Poors 500 Index + 52.31% + 58.81% 














many investments available through Personal Financial 
Consultants, established.in the Far East in 1975. 







Through close monitoring of a full range of unit trusts, PFC offers. 
investment plans tailored to your financial needs. Come in to ou 
Office for a free consultation about your financial situation or mail 
the coupon for further details: | 
















Mr W:H. Glover or Mr D.T. Wilkie 
Personal Financial Consultants, Ltd 
1301 World Trade Centre, Causeway Bay 
Hong Kong Tel: 5-7908448 


Please send details of PFC Services. 


Name: 
Address: 











Phone: (Home) (Office) 
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Hanged but li living 





In an unprecedented move, the government rescues 
Hang Lung Bank from management follies 


By Philip Bowring 

Hongkong: The financial community 
here has visited silent but exquisite re- 
venge on an errant member. At an 
emergency 6 p.m. meeting on September 
27, the Legislative Council passed a bill 
enabling the government to acquire the 
failing Hang Lung Bank. Thus, for the 
first time in Hongkong’s history, the gov- 
ernment, rather than private banks, has 
acted to save a troubled bank. 

The bank will continue in business 
under government ownership and with 
new top management borrowed from the 
Hongkong and Shanghai Banking Corp., 
until such time as it can be sold back to the 
private sector. The directors are all being 
replaced by government officials and ap- 
pointees. “Fair” compensation would be 
paid to shareholders, but Financial Secret- 
ary Sir John Bremridge said account 
would be taken of *any improper or im- 
provident transactions since September 1, 
1982." Hang Lung was 80% owned by the 
publicly listed Federal Amalgamated 
Corp., which in turn is controlled by a 
group of investors led by Johnny Cheng 
and including Lee Hoi-kwong and Cheng 
Eng-kuan (both of whom were directly in- 
volved in the management). The chair- 
man was Malaysian businessman Datuk 
Tan Kim Chua, who also has a substantial 
stake. Tan has a variety of other property 
and financial interests. 





COMPANIES/SINGAPORE 


Until mid-1982 Hang Lung had been 
linked to Hongkong's Overseas Trust 
Bank (OTB) through cross-holdings. 
Johnny Cheng was then vice-chairman of 
OTB. But connections were severed in a 
reorganisation of holdings which followed 
the death of OTB founder Chiang Ming 
Thien in early 1982. Hang Lung is a 
middle-sized bank with 
28 branches and gross 
assets at March 1982 
of НК$4.5 billion 
(US$523.3 million) and 
net assets of HK$235 
million. 

The Hang Lung de- 
bacle probably will 
mark the end of the 
road for Federal Amal- 
gamated, which has 
few other assets, and of 
another public com- 
pany, World-Wide 
Properties, which owns 
26% of Federal and 
which was already se- 
verely strained. Lee is 
managing director of 
World-Wide. 

Bremridge was at 
pains to insist that the 
Hang Lung shock had 
no connection with the 


From bags to buildings 


An ailing plastics company avoids collapse 
as it is turned into a major property-holding firm 


By Lincoln Kaye 
Singapore: The sign on the gate adver- 
tised: “Production Workers Wanted.” But 
inside the Hytex plant building, sharehold- 
ers in mid-September ratified a scheme 
that will close down the Singapore factory 
and probably take the ailing plastic-bag 
maker out of manufacturing altogether. 
Hytex has been reconstituted as a hold- 
ing company whose major assets are Sin- 
gapore office, hotel and residential prop- 
erties owned by Indonesian emigré 
businessman Lim Tjoen Kong and mem- 
bers of his family. Lim contributed assets 
valued at $$91 million (US$42.5 million) 
as at June 30 this year. In exchange he re- 
ceived 85% of Hytex's enlarged share cap- 
ital, which has been increased nearly 10- 
fold to a total of 97.39 million shares of 


112 


S$1 par value. Public shareholdings have 
been reduced from 48% before the 
scheme to just 8.2% now. 

The restructuring is termed *a classic 
reverse takeover" by merchant banker 
Patrick Teo of N. M. Rothschild and Sons, 
architects of the deal. On paper, Hytex 
has acquired two Lim-controlled com- 
panies principally involved in property, 
Superluck Rubber and Singapore Express. 
But in effect the *acquisition" transforms 
the firm from a small. manufacturer with 
net assets of S$3.2 million into a S$113 mil- 
lion (in terms of adjusted net worth) con- 
glomerate with interests in trade finance 
(involving other Lim family enterprises in 
Indonesia), restaurants and hotels as well 
as property development. So complete is 





However, here was no 





Ta two weeks. 
ubt that events 
at Hang Lung could not have come to a 
head at a worse moment. At best, the 
takeover may strengthen confidence in 
the -ability of the government to act 
quickly and firmly. The precise chain of 
events leading to the announcement is not 
yet clear. But observers who had been 
keeping a close watch on Hang Lung were 
becoming increasingly concerned at its 
failure to publish accounts for the year 
ended March 31. By law, they are re- 
quired to be published within six months, 
but it is rare for banks to leave things to 
the last minute. 

It seems that late in the week preceding 
the failure, Hang Lung had suffered a sub- 





Bremridge: fair compensation. 





the change in Hytex that even its name 
has been changed to Tuan Sing Hold- 
ings. 

Teo said: “This is a deal from which 
everybody stands to gain.” Tuan Sing’s 
listing on the Stock Exchange of Singa- 
pore provides Lim scrip with which to 
capitalise some of the hefty bank debt cur- 
rently on his books. Hytex directors, who 
have been guaranteeing the manufac- 
turer’s bank loans, are now off the hook. 
Some of the firm’s trade creditors have ag- 
reed to settle for S$5.2 million of the refur- 
bished shares. 

And Hytex’s public shareholders, who 
had been staring down the barrel of seem- 
ingly certain liquidation, have now man- 
aged to salvage some value from their 
holdings. Net tangible asset backing of the 
stock reportedly has been beefed up from 
26 S cents a share to a post-restructuring 
total of S$1.15 — a figure much men- 
tioned in the circular sent to shareholders 
detailing the scheme. 

But this enrichment of the asset base is 
not matched by any marked improvement 
in the firm’s cash flow or liquidity. The 
two Lim companies add some S$83.6 mil- 
lion of bank debt to the S$6.7 million al- 
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“tered Bank; Наш 


fective.” 





‘which had. hitherto b ng sub- 
istantial support decided it: would:not 
bridge the.gap:. Thus the government was 
“forced борш into, action a: contingency 


oplan. 

: [' Напр Lung’s troubles сате to a head 
unexpectedly, they had been brewing 

long enough, as. evernment well 

knew. In September. 1982 the bank was 

the subject of a brief rün, which officials 




















i saved and in time public depositors’ confi- 
dence began to return. But in November 
сате the shock collapse of quoted finance 
company: D Credit, the territory's 

largest. non-bank-owned . deposit-taking 

company; owing several hundred million 
dollars. This was not simply a financial 
failure. It 4 to have been fraud ona 
massive scale. It was mainly a result of 
loans to a group of companies allegedly as- 
sociated witha Do ector, John Mao. 

Dollar chairman Willie, Yu disap- 
peared, leaving other directors to face the 
music. Chief. among them were Hang 

‚ Lung Bank's Lee and Cheng Eng-kuan, 
the bank's managing director. Dollar's 
: debts were almost entirely to other banks 
‚ and finance companies, Given the very 
‚ close shareholding as well as management 

links between the owners of Dollar Credit 
and those of Hang Lung it was hardly sur- 
prising that the inter-bank market, which 
was into Dollar to the tune of HK$650 mil- 
lion, began to look askance at Hang Lung 
and its management. Lee and Cheng left 

























































ready on Hytex's books. Rothschild has 
called for “an equity raising as soon as pos- 
sible" — presumably not long after the ex- 
pected resumption of trading in the firm's 
shares in October. Proceeds from this cash 
call will go to repay some of the standing 
debt as well as to cover part of Tuan Sing's 
^ future cash-flow needs. Such a move 
would also reduce the company's gearing. 


0" major cash-consuming project al- 
ready looms on Tuan Sing’s short-term 
horizon: the scheduled start of construc- 
. tion this quarter of a 136-room downtown 
business hotel асап estimated cost of 5$24 
million. A 10-year loan has been arranged 
^. to cover $$20 million of the construction 
"expenditure, but borrowing costs seem 
likely to keep the project in the red for 
years to come, especially in the current de- 
pressed state of Singapore's room-glutted 
hotel market (REVIEW, Sept. 8). 

The hotel project is the latest in a series 
of buildings undertaken by the Lim com- 
panies with heavy bank financing. The 
pattern has been to embark on a new pro- 
ject as soon as an earlier one starts to pro- 
“duce income — or, sometimes, sooner. 
„Тһе first of these projects was the 13- 
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Lee and Cheng 

























Cheng Eng-kuan 

Lee Hoi-kwong 

Willie Yu — سس‎ 
Hang Lung Bank (N) 1,363,000 | 37,899,700 
Grand Alliance 80,000,000 — 
Poltava К 1,159,000 — 
Dollar Nominees — 6,944,800 
Dorson Investment ^' — 12,000 
Proficient Foundation: : — 7,200,000 
World-Wide Propertids — 7,536,960 
Cheersome Enterprises — — 
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the board and management of Hang 
Lung. 

Subsequently, creditors who had per- 
sonal guarantees from Lee, Cheng and Yu 
reached a settlement involving repayment 
of HK$265 million out of HK$330 million 
subject to guarantee. As for the non- 
guaranteed, they were left to fume over 
the situation, knowing that at best they 
would see only a few cents in the dollar of 
the HK$300 million they had loaned. And 
all concerned were left with a very sour 
taste about the way in which the dealings 
with Cheng and Lee were conducted. 

First, they were in touch with the van- 
ished Yu. Not only did they come to an ar- 
rangement with him on the release of cer- 
tain assets to be held by the banks as sec- 
urity, but all guarantors insisted that on 
payment of the HK$265 million guaran- 
teed, creditors would renounce any 
further claims against any of them. 

Although none had any evidence, 
plenty of the bankers worried that Lee and 


storey Tuan Sing Towers office building, 
the group's flagship property, built in 1980 
in Singapore's banking district. 

Next came Singapore Express' recently 
completed 84-unit block of luxury apart- 
ments. Construction is still under way on a 
13-storey extension of Tuan Sing Towers, 
which would increase its floor space by 
nearly 39%, even though Superluck has 
been hard-pressed to let out the existing 
68,750 sq. ft at advantageous rents. 

As a result of these overlapping pro- 
jects, borrowing. costs have kept both 
Superluck (whose trade-financing ac- 
tivities are estimated to total S$5 million 
for 1983) and Singapore Express from 
showing a profit for the past several years. 
For 1983, both Lim companies project 
pre-tax profits — $2.4 million for Super- 
luck and S$749,000 for Singapore Ex- 
press. The Lim companies' profits, how- 
ever, are expected to be swamped by an 
estimated S$4.1 million in losses run up by 
Hytex, making for nearly S$1 million in 
projected losses for the group as a whole. 

At a September 22 meeting of 
shareholders held to ratify the scheme, 
one executive.suggested to the REVIEW 
that the bag-making operation might have 









ed to return to th 
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yay agement of Hang Lung. 7 
1,542,725 | "reason. was that: Lee а 
X Cheng claimed that, aj 

5.067275 | from a flat in He 
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, with. any arrangement. which got 




















turn 
Hanglung ——— — 
` As the other beneficial owner of Wing 
Kee, Johnny Cheng was in a position t 
block the disposal of Lee a | 
terest and thus of the рау 
guaranteed creditors. He 
blatantly — and, effectively. | 
soon as the ink was dry on the settler 
with the three guarantors, Lee and € 
were back at Hang Lung with the off 
blessing of the banking commission 
Whatever they thought of the wisdom 
the move, the guaranteed were happ 
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most of their money back. Ви most о 
rest of the banking community w 
furiated by what they saw as an of 
surrender to a ransom demand. 

Hang Lung was effectively shunne 
the inter-bank market, leaving the bu 
of keeping it afloat with the Charts 
Bank and its own shareholders, Althou 
Chartered continued to provide soi 
needed liquidity, it was not to be enou 
Either Johnny Cheng and his associa 


“between six months and a year" toj 
monstrate its profit potential or face ter 
mination. As a first step, all manufa 
ing will be consolidated in the fir 
Malaysian plant, with the 150-odd wo 
ers now employed in Singapore to be 
fered jobs in Malacca. Nevertheless 
mood was festive in Hytex's plant aftert 
meeting at which the scheme was una 
mously approved. Shareholders cel 
rated the birth of Tuan Sing Holdings wit 
a layer cake and soft drinks. 
Already, the stock's net tangible : 
backing has dropped to 98 cents a's 
from the much-trumpeted 881.15 ace 
ing to estimates set forth in a lette 
merchant bankers Samuel Monti 
Co. to shareholders (dated Augu 
sessing the scheme. This reflects 
the value of properties such as Tuan 
Towers. The intra-Lim-clan trade-finane 
ing facet of Superluck poses potentiale 
flict-of-interest problems now that Ну 
is publicly listed. And the curre 
property-market doldrums in Singa 
centre on the hotel, office and luxury 
dential sectors in which Tuan Sing's asset 
are concentrated. But at least liq 
has been averted. 













tit to pay the о. 
addition to its problems in the inter- 
yank market Hang Lung also suffered — 
ike other banks — from having to make 
егу. substantial loan-loss provisions, 
hich. came close to wiping out its capital 
ase. It had expanded rapidly, its total 
ssets growing almost 50% in the year to 
March 1982 and, with its concentration of 
business in the New Territories, particu- 
_larly exposed to the collapse of land values 
here. But it was also exposed to property 
rojects in which business associates of its 
irectors were involved. For example, 
ointly with Dollar Credit it made a 
IK$30 million loan to one William Yip 
Wing-yuen, a director of Dollar's holding 
ompany and of World-Wide Properties 
nd a partner in various companies linked 
o Yu, Cheng, Lee and Dollar Credit. Yip 
as been unable to meet his commitments 







ZURRENCIES 


y Philip Bowring 

gkong: A week of drama for the 
ngkong dollar may be leading to the 
st far-reaching changes to Hongkong’s 
netary system since the currency was 
ated in 1974. After falling steadily: in 
he two preceding weeks —- by 10% 
inst the US dollar to HK$8.35:US$1 — 
osedived another 45 HK cents to Sep- 
ber 23 and the following morning — a 
ürday — slumped to 9.55. Panic was in 
' air and queues formed to buy green- 
ks. 

he government, which hitherto had 















esult of political factors which it could 
thing to alter, was awoken. Hong- 
ng was witnessing not just a weakening 
rency- but a loss of confidence in the 
Overnment's ability to maintain financial 
ability or an orderly market. It was long 
ast the time when pious affirmations that 
e currency was already undervalued 
ould have any impact. 

‘The bottom level was only momentary 
nd was marked by thin trading and very 
е spreads. Some banks declined to 
at.all. But with thé currency having 
ost so much in so short a time there was no 
'dicting where it might stop if existing 
narket forces were left to themselves. 
“So, over the weekend, the government 
and note-issuing banks cobbled together 
the outlines of a new scheme which would 
attempt to introduce an element of a fixed 


















































Кеп the view that the weak currency was | 


acting as trustee and agent for the loan. 
How deep Hang Lung is into a plethora 
of nominees and cross-holdings cannot 
easily be judged. But the unwillingness of 
the Chartered Bank to increase: its, com- 
mitment, or to offerto buy Hang Lung, in- 
dicates the extent of uncertainty about the 
depth of its problems. Now, thanks to the 
government, depositors will not have to 
worry about that, But for all its effective 
action now, the government seems to have 
a lot to answer for in prior supervision of 
Hang Lung, and in particular its supine at- 
titude in aftermath of the Dollar Credit 
catastrophe. 

Having intervened this time, the gov- 
ernment presumably hopes that at least 
there will be no more runs as depositors 
accept its word that it will.not allow any 
licensed banks to fail. But problems of 
capital adequacy and loss provisions are 
not unique to Hang Lung. Шш 











From panic to peg 


e Hongkong dollar’s latest — and greatest — plunge forces 
2 government to seek a lasting system of protection 


more active role in the foreign-exchange 
market. 

The government also leaned on the 
Hongkong Association of Banks, the in- 
terest-rate cartel, to increase deposit rates 
across the -board. by three percentage 
points. In itself, an interest-rate rise would 
have done little, but combined with gov- 
ernment statements it sent some shorts 
scurrying for cover, and at long last intro- 
duced an interest-rate incentive to holding 
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ness of the market was indicated | 
| by the extraordinarily wide, spreads | 
be quoted, Gra pall 





narrowed and Hongkong currency con- | 
tinued to improve back to around 8.10 ön 
September 28, heavily boosted by ап. 
acute shortage of funds in the inter-bank 
market which pushed rates up above 30%. 
But it remained volatile and forward rates 
continued to exhibit very wide spreads. 






































I" the slightly longer run, the currency's 
ability to stabilise will depend on the cre- 
dibility of the details of the new system. In 
outline, it will attempt to establish a fixed 
relationship between the note issue and 
the currency's external value. At present, 
note-issuing banks deposit Hongkong dol- 
lars with the Exchange Fund when they 
issue notes. Although the certificates of 
indebtedness which they are issued in re- 
turn are not interest-bearing, enlargement 
of the currency in circulation is a painless 
process for the banks which manufacture 
credit and.then sée the Exchange Fund's 
Hongkong dollars re-deposited with them. 

The idea now is to go back to a version 
of the system which existed until 1974, 
when banks had to deposit foreign cur- 
rency at the rate at which the Hongkong 
dollar was then pegged (first to sterling, 
later to the US dollar). The intention is to 
require foreign-currency deposits and fix a - 
stable rate against which the Hongkong 
currency could be issued against them. 
Most likely the system would involve re- 
demption of existing certificates of indebt- 
edness and their replacement with new 
ones issued against a basket of currencies 
rather than just the US dollar or sterling 
— though some favour sterling for politi- 
cal reasons. | 

There are mixed views as to how such a 
system would work in the longer term, 
given that currency in circulation is only 
some HK$14 billion, or 10% of broad 
Hongkong dollar money supply. One view 
is that it could only be successful in con- 
junction with a reserve deposit system 
which would give the authorities greater 
control over credit creation. However, 
others say there is a stable relationship be- 
tween the currency in circulation and 
money supply, so that a pegging of the cur- 
rency would stabilise the monetary base 
and thus the exchange rate. “At the very 
least it would do no technical harm and 
some psychological good,” suggested one 
involved official. But such benefits may be 
insufficient at a time when political nerv- 
ousness remains high. 

While this sort of system would give en- 
hanced stability during normal times it 
might not provide much protection against 
sustained politically induced capital flight. 
In which case, to stabilise the rate the au- 
thorities would have to fall back either on 
extremely. draconian interest rates, or 
seek a public commitment by Britain or 
China. == Or both — to underwrite the ' 














“Hongk ng's 
n for the | 
yublei -pre-tax level, fiom 
3940.1 million) to 













ainly ‘eflected im- 
roup’s aviation and 

rofitability of 
acific Airways sub- 


: Hongkong dollar also. played a part. 

Profits from Swire Properties (a sepa- 
rate listed. company) attributable to 
Swire Pacific. róse Бу 18.8% to 
HK$152.4 million during the period. 
|e, Swire Pacific’s industrial division. per- 
'T- formed quite well, though profits from 
the trading division were down. Ship- 








ping and offshore s services suffered from 
an increasingly soft market. 

Bluck cautióned that Swire Pacific's 
results for the full year would not show 
the same proportionate improvement as 
in the first half but he forecast that the 
final dividend should be “at least double 
the interim" level. The interim payment 


on the company's A shares this year will 


be 31 HK cents (versus 24 cents last year) 
and on its B shares 6.2 cents (4.8 cents). 

Swire Properties, meanwhile, re- 
ported pre-tax profits of HK$253 million 
for the half year against HK$213.7 mil- 
lion a year previously. The latest figure 
includes HK$182.7 million from prop- 
erty trading and HKS$100.1 million 
from property investment. The interim 
dividend is to be maintained at l6 cents a 
share. Bluck said he expects a "satisfac- 
tory" level of profits for 1983 as a whole 
against a background of difficult trading 
conditions. — ANTHONY ROWLEY 









ANI's acquired growth | 


Largely because of acquisitions, dag 
engineering company Australian Na- 
tional Industries boosted its net profit 
16% to A$34.1 million (US$30.3 mil- 
lion) in the year to June 30, from A$29.4 
million in the previous period. Turnover 
‘rose to A$I billion, from A$701 million 
previously. Reflecting the acquisitions 
of Comeng Holdings which had recently 
bought Warburton O'Donnell, the 
group interest bill jumped to A$18.8 mil- 
lion, from A$5.4 million previously. The 
depreciation provision also rose to 
A$26.2 million (previously А$15 mil- 
lion), pre-tax profits rose to A$55.1 mil- 
lion (formerly A$46.5 million), while the 
tax bill rose to A$21 million (formerly 
A$17 million). The final dividend was a 
steady 9 A cents, taking the annual pay- 
out to 15.3 cents, up from 15 cents the 
previous year. — BRIAN ROBINS 


Jardine unit retreats 


Jardine Securities, a listed Hongkong in- 
vestment company in which Jardine 
Matheson has a stake of slightly more 
than 50%, saw its net earnings plunge to 
HK$48.9 million (US$5.8 million) in the 
six months to June 30 compared with 
HK$87.1 million in the corresponding 
1982 period. Jardine Securities chairman 
- David Newbigging said the decline in re- 
venue. was due mainly to a reduction in 
dividend received. from Hongkong 
Land, in which the company holds a 
9.9%. stake. Securities was especially 
hard hit by the cut in Land's final di- 
vidend from:2272- HK cents to 12 cents a 
are. Securities’ own interim dividend 
vill be 35.cents a sharecompared with 50 















cents a year ago. Newbigging warned 
that the company's immediate outlook 
would continue to be influenced by poli- 
tical jitters affecting the Hongkong 
stockmarket and oversupply in the local 
property market. Securities’ consoli- 
dated net assets stood at HK$1.08 billion 
as at June 30. — A CORRESPONDENT 


Hagemeyer recovers 

Hagemeyer NV, the Dutch trading con- 
cern which recently became a subsidiary 
of the Hongkong-based First Pacific 
group of companies, reported a net pro- 
fit of G2.1 million (US$704,700) for the 
six months to June 30 compared with a 
loss of G9.7 million in the corresponding 
1982 period. Hagemeyer is 51.9% 
owned by First Pacific International 
(formerly Jafpac), one of the three 
Hongkong-listed companies controlled 
by the Liem Investors of Indonesia. 
Hagemeyer's turnover during the period 
increased from around Gl billion to 


| slightly more than G1.2 billion, while 


operating profits rosé from G22.9 mil- 
lion to G30.8 million. Hagemeyer said it 
expects a "fair" profit for the year as a 
whole.. — A CORRESPONDENT 


Wheelock Marden dips 


Hongkong-based Wheelock Marden’s 
half-year profits to June 30 fell by 25% to 
HK$193.8 million (US$23. 1 million), re- 
flecting. what managing director W. J. 

Lees called "worldwide economic uncer- 
tainty and depressed trading condi- 
tions." In Hongkong, the property mar- 
ket declined further and in shipping, 
chartered hire ѕ showed only slight 
improvement. е 

levels. Results fi half of thi 
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forecast. ; 

Meanwhile, Wheelo 
nounced that it will p 
nancial support” о its subsidiary 
Wheelock Maritime; a separately list 
company. This will take the form of a 
secured standby credit of US$4 million 
for a period of two years. This is to cove 
Maritime's cash-flow requirements. In: 
the light of this, Maritime no longer іп» 
tends requesting a rescheduling of future | 
obligations under existing secured loan 
facilities. A further announcement is to 
be made shortly. — ANTHONY КОМІ. 


Hurt by weak exports 


Reflecting generally weak farm com 
modity exports, listed Thai company 
Mah Boonkrong Drying and Silo posted 
a Baht 29 million (US$1.3 million) net 
profit for the year ended June 30, down 
by 83% from the Baht 113 million profi 
a year earlier. Total assets, meanwhile; 
more than doubled over the same period 
to Baht 1.2 billion owing to a sud 
jump in the volume of short-term inve 
ments plus other investments in af- 
filiated companies made possible by a 
US$21.5 million long-term offshore 
loan. The borrowing partially finances a: 
Baht 3 billion business complex in cen- 
tral Bangkok — representing the com- 
pany's diversification — construction O 
which began early this year. A Baht 25 
million interest payment also contri 
buted to the lower earnings. 

~~ PAISAL SRICHARATCHANYA 


Privatised CPH slips 


Australian media and property group: 
Consolidated Press Holdings, which re 
cently went private, posted a 38% lowe 
net profit of A$14.5 million (US$12.9 - 
million) in the year to June 30, compared 
with the previous year's A$23.4 million. 
Turnover during the year reached 
A$425.6 million, up 3.8% from the p 
vious A$409.9 million. Dividend an in 
terest income fell to A$5.4 million from 
A$8 million and pre-tax earnings shrank 
to A$31.1 million from A$44 millio 
The tax provision slipped to А$14.1 m 
lion, from A$15.2 million. ; 

Extraordinary gains of А$5 million: 
boosted the final profit for the year to 
A$20 million, up from the previous > 
A$16.4 million. Minorities were A$2.4 ^ 
million (previously A$5.3 million); the 
interest bill A$25.4 million (previously 
A31. 8 million) and. the 
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KYO: wail Street апа the strengthening yen 
e market upwards. Domestically, there was 
ews to. support a rally, but brokers continued 
uy. bullishly into selected shares. Volume was 
y low, indicating that buying sentiment was not 











seas investors, but it appears many domestic in- 
$ аге becoming disenchanted with the continu- 

low ratings of blue chips. There was sporadic buy- 
› of speculatives. The Nikkei-Dow Jones Average 
d at 9,345.78, up about 200 points on the period. 








ONG: After a one-day break at mid- 
d for the Mid-Autumn Festival, the market 
то. а sharp dive on Sept. 23 which saw the 
ng' Seng Index retreating to 785.48, its lowest 
rk since the start of the year. The slump was 
ggered by jitters caused by the continued silence of 
rticipants in the Sino-British talks on the territory’s 
litical future, which has steadily gnawed into in- 
tor confidence. The Hongkong dollar sank to his- 
‘ically low levels during the period as a result of this 
usness, taking the stockmarket with it. An im- 
етет on Sept. 26, however, lifted the index to 
ing 810.02 points for a net loss of 32.23 points. 
ge daily turnover, swelled by rampant selling, 
to HK$243 million (US$28.26 million), exclud- 
he HK$128 million posted during the half-day 
on on Sept. 21. 
































RE: Shrugging off its recent listlessness, 
паткех rebounded to. a three-month high, with 
Industrial Index closing the period at 
74, up 131.01 points from the previous period. 
ле, though, remained thin. Prices ratcheted up 
in close synchronisation with Wall Street's re- 
ise, until profit-taking on the final day shaved 
points off the top. The rally brought .gains 
a broad front, But daily average settlement 
aver was just $$13.6 million (0856.4 million), 
0s 5821.33 million previously. 


А. LUMPUR: А lack of any clearly bullish 

used desultory trading, with traders also 
to news that a computerised clearing house 
be established at the exchange. Fears that short- 
lers will be restricted by the new rules on delivery 
( uiring local investors to settle immediately or 
€ default penalties) were expressed апа 
ulators.are concerned about price changes be- 
@ less erratic with shorter trading periods. An 
exceptional week of corporate developments also 
tributed to the listless market. Nonetheless, 
Industrial Index was up 2.7% at its closing 
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PEI: With the market closed for one day.for the 
Autumn Festival, share. pricés rose slightly 





Vall Street. Small gains were also- helped along by 
ime Minister Sun Yun-suan's administrative report 
Othe Legislative Yuan (parliament), predicting that 
cónomic growth for-the- year woul ch t 
9. Despite the good. news, 
ained little, as investors app re 









vestor nervousness over the Sino: British: talks on thest 
ider the shock of yet another disclosure of a financial scandal involving a major commercial 
Among gainers, Singapore leaped to a three- niiónth high before profit-taking set in. 





у based. Brokers are pushing blue chips to: 


| posite index shed 1.12 points to close at 118.08. 





nder the influence of the record highs achieved on. 


_ligible. Turnover for the period was boosted by direct 


Pokona w was still limp 
ory's future. Seoul reeled 





ing the rapid gains made in the first half of the year. 
The weighted index closed the period at 726.02, up a 
little more than four points. Value turnover averaged 
NT$1.03 billion. (US$25.7 million) а day. 


AUSTRALIA: A sharp 12.7-point lift in the Austra- 
lian All-Ordinaries Index during trading on Sept. 26 
resulted in the index making up for recent losses to 
show an overall gain of 3.2 points on the period. The 
final day's bullish trading followed the announce- 
ment of a US$3.1 billion contraction in the United 
States MI money supply, as well as a firming of the 
gold price. However, trading has continued to centre 
on blue-chip stocks, with most second-ranking issues 
being overlooked. The late strength of the market 
was also due to continuing bullishness surrounding 
oil stocks. 


NEW ZEALAND: Prices maintained their upward 


course with the momentum picking up towards the 
end. Industrials responded to an improvement in in- 
vestor sentiment on the likely course of the market 
and the resultant increase in buying interest. The 
index progressively set new peaks and now appears 
set to break through 1,000. Activity in the merger 
and acquisition field added interest. The recently 
rather battered oil sector. also enjoyed a significant 
rally. 


SEOUL: Disclosure of another multi-million-dollar 
financial scandal involving a major commercial bank 
gave the market. another period of declining prices 
and low trading volume. Choheung Bank announced 
on Sept. 26 that its auditors had discovered that its 
employees had illegally guaranteed Won 167.1 bil- 
lion (US$211.5 million) in commercial paper. Fol- 
lowing the Myongsong group kerb-loan scandal dis- 
closed less than two months аро, the news further 
shook investors: faith in financial markets. The com- 
























MANILA: An otherwise dull period was enlivened 
by involvement of investors and traders in a massive 
street demonstration on Sept. 21 calling for “justice 
for [Benigno] Aquino," the slain opposition leader. 
This drew a reprisal threat from the government and 
may have contributed to the general wait-and-see at- 
titude tò stocks. Turnover contracted to P15.5 
(US$1.4 million). In house-cleaning moves, the ex- 
changes stopped trading in shares of 27 listed com- 
panies for alleged repeated failures to comply with 
the full-disclosure requirement. 


BANGKOK: The markers depression cleared up 
slightly and prices rose in light turnover, The recent 
price slide made many counters appear attractive. 
The market was also subject to some speculation, 
with a number of issues attracting strong buying pres- 
sure. The rumour of a baht devaluation continued to 
arouse interest but its impact on the market was neg- 















deals, including one ina seed block of Thai Farmers, 
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Aust. All-Ordinaries Index 
Sept. 20 715:5 
Sept. 21 714.8 
Sept. 22 706.8 
Sept. 23 708.0 
Sept. 26 7203 
Change on week * 0.4595 
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Outlook. 


Our world stretches 
only as far as our eyes can see. 


To broaden our horizons it is 
necessary to look beyond what 
surrounds us. 

Every day 186,000 people look 
to the South China Morning Post 
for the single most authoritative 
view of local, regional, and 
international news available. 


It’s the best view in 





WE MEAN THE WORLD TO HONG KONG 


For further information abo advertising please write: Bryan Robinson, Advertising Manager, South China Morning Post, . 
9. E 9 Box 47 Hong Kong, or phone 5-620161 : 
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or days, Thailand’s United Nations 
Ambassador Birabhongse Kasemsri 
had stoically borne the hammering of a 
demolition crew renovating the building 
that abutted a wall of his luxury Manhat- 
tan residence. But his patience snapped 
the day a 10-Ib sledgehammer wielded 
by an over-zealous workman battered 
through into the ambassadorial bed- 
room, luckily unoccupied at that mo- 
ment. 

And so one more indignity was added 
to the dossier of the New York City 
Commission for the UN and Consular 
Corps, already bulging with urban-living 
complaints from the 35,000-member 
diplomatic corps, the world’s largest. 
The commission, a tiny but select agency 
of the New York mayor's office, is the 
cushion against New York City culture 
shock for the diplomats (and their fami- 
lies) attached to the 157-nation 
UN and the 89-country consular 


Рр: 

hile it operates year-round, 
its workload peaks during the 
September-December general 
assembly season, with the influx 
of VIPs from the world's four 
corners. This year's crush is cer- 
tain to be exceptionally severe if 
there is a significant response to 
Indian Prime Minister Indira 
Gandhi's call for a summit as- 
sembly. 

Also this year, the commission 
comes of age. It was founded 21 
years ago at the initiative of the 
late Adlai Stevenson, then the 
United States ambassador to the 
UN. At the time, the explosion 
of newly independent nations 
was crowding the city with Third 
World diplomats and their 
families, many disoriented by 
the pace and complexity of New York 
living. Matters came to a head when an 
African UN diplomat's distraught wife, 
clutching her two small children, took a 
death leap from their high-rise apart- 
ment building. 

Buttressed by her staff of about 15 reg- 
ulars plus nearly 50 volunteers, Commis- 
sioner Gillian Sorensen, wife of the late 
president John F. Kennedy's special 
counsel Theodore Sorensen, this year is 
commemorating five years as mediator, 
house-mother and general trouble- 
shooter for the diplomatic community 
here. And though she is hostess or guest 
at more than 400 social functions a year 
— as many as half a dozen an evening 
during general assembly sessions — the 
bulk of her duties are substantive rather 
than ceremonial. 

Measured by the commission's two 
decades of peacekeeping between the 
foreign diplomats and the indigenous 
population, the Thai ambassador's case, 
though bizarre, was relatively straight- 
forward. Alerted by a telephone call from 








Bangkok's UN mission, Sorensen put a 
staff lawyer on the case, and a damage 
compensation agreement was worked 
out with the contractor swiftly and amic- 
ably. 

Not all of the 5,000 cases that move ac- 
ross the commissioner's desk every year 
are solved so painlessly. 

The most recent case in point was, of 
course, "the story of O" — the North 
Korean UN delegation's third secretary 
O Nam Chol, who was accused of sexual 
assault (REVIEW, Aug. 11). From the 
beginning of the nearly year-long saga, 
Sorensen had tried to mediate between 
the US State Department and the North 
Korean mission. But her efforts were 
frustrated by Washington's determina- 
tion for domestic political reasons to flex 
its anti-communist muscles publicly and 
the Pyongyang regime's equally stub- 





Birabhongse: under the hammer. 


born insistence on diplomatic immunity 
on a par with the UN's big-power mem- 
bers. It was a government-to-govern- 
ment confrontation of a magnitude 
beyond the Sorensen commission's man- 
date. 


М6, the episode illustrated 
the commission's status as an impar- 
tial referee even among diplomats whose 
governments are at daggers drawn. 
Thus, while North Korean Ambassador 
Han Si Hae refused to meet US State 
Department or mission officials, he re- 
peatedly called on Sorensen at her office 
across the avenue from the UN complex 
to discuss the problem of his errant third 
secretary. 

The case was not unique. Although 23 
of the countries represented at the UN 
have no diplomatic ties with the US, all 
routinely use the New York commis- 
sion’s services. Sorensen recalls that in a 
single morning she discussed various 
housekeeping problems with a succes- 
sion of diplomats from Mongolia, Viet- 





















nam and North Korea — none of whose 
governments maintain relations with the 
US. “I suddenly realised that I'm proba- 
bly the only American in an official posi- 
tion who could have such an experi- 
ence,” she said. 

Complaints to the commission are 
often rooted in national peculiarities. 
For example, in the pickpockets’ happy 
hunting ground of Manhattan’s shoul- 
der-to-shoulder crowds, Japanese dele- 
gates are particularly heavy losers. The 
reason, Sorensen explains, is that the Ja- 
panese “don’t believe in credit cards and 
instead carry large amounts of cash — 
much too large.” 

In the case of Sri Lanka’s 
Ignatius Fonseka it was his eager- 
ness to show goodwill towards 
the UN's host city that almost 
got him victimised. During a 
casual conversation with Soren- 
sen, he mentioned in passing 
that a telephone caller from the 
“Metropolitan Police Welfare 
Association” had solicited a 
US$500 contribution in ex- 
change for an official medallion 
for his car as a display of support 
for the organisation. 

An Egyptian delegate broke 
in to remark that he had recently 
donated a similar amount to the 
same worthy cause. Sceptical, 
Sorensen had her staff check. As 
she suspected, the “association” 
was only one of at least four such 
fraudulent enterprises that had 
been preying on credulous di- 
plomats. After cautioning the 
delegates about the perils of telephone 
solicitations, the commissioner turned 
the matter over to the state attorney- 
general, who is currently investigat- 
ing. 

Occasionally, differences result from 
communication failure. During a talent 
show given by the Society of Consuls- 
General, South Korea’s representative 
had just evoked a burst of laughter witha 
story about a dog, a mouse and a cat that 
could bark as well as meow, Suddenly, 
China’s consul-general appeared at com- 
mission representative Pamela Mac- 
Intyre's elbow and whispered that he 
had to talk to her. He then protested at 
his South Korean colleague's poor taste 
in injecting the name of China's revered 
Mao Zedong into a comic routine. 

It took the puzzled MacIntyre a while 
to pinpoint the "insult," and even longer 
to explain it away. To this day, she is not 
sure whether the word the indignant 
Chinese misinterpreted as an irreverent 
reference to Mao was “mouse” or 
“meow.” — TED MORELLO 
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FLY THE LEADER. 


























The 747 gives you more comfort per mile than anything else in the sky. Now the new 747-300 
with more room upstairs offers additional passenger conveniences. No other airplane offers so 
many passenger comfort alternatives: sleeper berths, extra-roomy business class and upstairs 
economy service. 
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Thais Royal Executive Class. So successful 
on our intercontinental routes, we made it our 
number one class in the Orient. 


At Thai, we've long recognised the 
importance of meeting the needs of busin- 
ess travellers. 

As further proof of our commitment to 
make flying more pleasurable for them, we 
are proud to be the first airline in the Orient 
to take our Royal Executive Class and make 
it the premier class on board our A300 and 


DCS regional routes throughout the region. 


What's more, it is available to passen- 
gers paying just the full economy fare, or, 


where applicable, a small surcharge. 

In Royal Executive Class you relax on 
seats normally reserved for first class passen- 
gers. Wider, more comfortable, with the leg 
room to match. 

You also enjoy a choice of menus, free 
drinks, electronic headsets, comfort socks 
and a wide selection of magazines and 
newspapers. 

On the ground we offer speedy check- 
in at special counters and lounge facilities 


at many of the destinations we serve in the 
Orient. 

Economy Class passengers also enjoy 
improved seating and a high standard of in- 
flight service for which Thai has become 
renowned. 

In the Orient fly Royal Executive Class 
on Thai. And enjoy the same high standards 
of service that passengers receive on our 
intercontinental flights Tha 
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across four continents. 
Smooth as sul 


[ you have to make decisions 
| concerning the construc- 
: tion, expansion, or conversion of 
-. industrial plant and are searching 
- for professional project manage- 
> ment, you should make a note of 
our name. And then talk directly 


with our customers about our servi 


сев. Look at the list. Even the leng- 
thiest call to the most distant E 
will soon repay itself. 

We are a multinational group 
with over 80 years experience over- 
seas. More than 100 large turnkey 
projects have been delivered world- 
wide in the past 15 years alone. We 
know inside out the structures, 
requirements, and opportunities of 





г own experience ~ onsite. . 
Our business relationships 
spanning the globe and our great 
“flexibility enable us to take on tasks | 
of any magnitude in organizational 
‘or planning assignments: from 
arranging finances to completion of 
construction. From delivery of 
materials to transfer of know-how. | 
` From specialized partial under-: | 
. taking to full responsibility for the 
entire project. From efficiency stu- 
dies to management of the comple- 
ted facility including comprehen- 
sive spare parts services. 
Our customers certainly will be 
glad to provide you with confirma- 
tion. 


Ask the man who runs one. 








Selection of projects experience. 





| Breweries 


Nigeria; ` 


Golden Guinea Breweries Ltd., : 


Umuahia/ Imo State, 
600. 000 hi/year . 


` Sugar Warehouse апа Jetty - 
Construction 
| Iraq 


State Organisation for Food 
Industries, Um Qasr, 100.000 tons 
Storage Capacity | 


Cocoa Products Factory 

Nigeria, 

n Oluji Cocoa Processing Co. ма, 
Пе Qluji/Ondo State, 


| 
almost every country. From our | 30. 000 tons/year 


| Cement Plants 


Nigeria, 

Okpella Cement Company Ltd., 
Okpella/Bendel State, 

450.000 tons/year 

Indonesia, 

P.T. Semen Tonasa, Pangkep/East 


| Java; 510.000 tons/year 


+ Port Harcourt/Rivers State, 


`` | Onsan, 90.000 tons/year 








Ceramic Plants | 
Pakistan, ^ 7 ) 
Swat Ceramics Co. Ltd., Shaidu/ 


| NWEP, 220.000 m?/year ae 


| Container Glass Factories 


Nigeria, 
West African Glass Factory Ltd., 























75.000 tons/year 


4 Zambia, = 


Kapiri Glass Products Ltd., 


| Kapiri Mposhi, 20.000 tons/ye : 


Thailand, 
Bangkok Glass Industry Ltd., 
| Bangkok, 45.000 tons/year 


Pulp and Paper Mills 
Indonesia; 
Р.М. Letjes, Probolinggo/ East Ja Java 
100.000 tons/year 

South Korea, 

Donghae Pulp Company Ltd., 











Ask the people at CCC. Ihey 8 
know how to do it. 











Coutinho, Caro& Co. KGAA : 
Steindamm 80 ° : 
D: :2000 Hamburg! 
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siness. 


and a courts with pleasures 
for the inner and outer man. 


The Ming Court was 
йе on the ancient 
hinese principle of inner 


Take Chef Bidou, a chef 


famous in his French Provengal 
region. He has given Singapore 
an outstanding example of 
specialized cuisine. Another 
French touch is the sidewalk 
Café Boulevard. Perfect for 
people watching. Or the favourite 
of the Chinese gourmets, the 
Ming Palace. Or the Jade 


Lounge, lively and sophisticated. 
All in all it’s your kind of hotel. 


On business. Or leisure. 


FLING COURT HOTEL 


WHERE BUSINESS MIXES WITH PLEASURE. 
Tanglin Road, Singapore 1024. Telex: RS 21488 MINGTEL. Cable: MINGOTEL. 


GOODWOOD PARK * YORK HOTEL * MING COURT * LADYHILL « HOTEL MALAYSIA 


Reservations Worldwide: Steigenberger Reservation Service 
Corporation. Hong Kong: Cardinal Hotel Booking Service 


Australia and Japan: Southern Pacific Hotel 


Jakarta: Sahid Jaya Sales Office. 


Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 





WWF / Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons ‘for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 





“he business of business is profit. 

.ONE'’s success in business is based 

п innovations which generate higher ye 
rofits for our customers 
round the world. 


аке, for example, KONE's unique z 
rane delivery concept. The crane, н: 
ully assembled and tested, 

; shipped by barge or ship across 

he ocean direct to the customer's 

lock, ready for action. 
ubstantially reduced delivery 
imes and the world's shortes 
istallation time mean «V. 
ister returns 

in investment d 
эг our customers. a 






irnover: US $600 million 
)ployees: «~~ 

.000 worldwide 

oduction plants, subsidiaries, 
bint ventures and agents 

80 countries 


Don't Settle for Less 


KONE Corporation, РО Box 8, SF-00331! Helsinki 33. Finland. Telex 124466 kone sf 


And there are many other 
outstanding KONE products 

ё designed to give you more. 
" Find out how you can benefit 
from KONE expertise. 

Write to our president, 


X Pekka Herlin, 


at company headquarters, 
or contact your nearest 
KONE representative. 


Our Annual Report is available upon request 


KONE cranes 
en route 
ross the ocean. 


Фад, 







KONE Regional Office 

354 Orchard Road No. 03-12 
Shaw House 

Singapore 0923 

Phone 7349588 

Telex kone rs 36082 


MATERIALS HANDLING EQUIPMENT • CRANES AND HOISTS ° ELEVATORS 
MINING MACHINERY • WOODHANDLING PLANTS • MARINE CARGO ACCESS EQUIPMENT 


Mel. "PI ‘ MS TREY 
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| LETTERS 
Misinformation 


Philippine Information Minister Gregorio 
$. Cendana’s letters [REVIEW, Sept. 15] 
on Benigno Aquino’s assassination were 
unacceptable as explanations of events 
surrounding the killing. The cutting of the 
video-tape covering Aquino’s arrival at 
Manila airport is not your assertion alone. 
All Filipino viewers who watched the 
scene on their TV sets share the opinion 
that the tape was cut. There was no sign of 
camera-shake that would have happened 
if the cameraman had really ducked for 
cover. 

Before he heard the first gunshot, he 
must have already filmed Aquino’s des- 
cent from the aircraft, the guards who 
made the arrest and the alleged gunman 
emerging from under the stairs as he 
aimed the gun at Aquino’s head. In fact, 
considering the cameraman’s distance 
from the aircraft , he could have filmed the 
actual firing of the gun before he heard the 
first gunshot. Is it not a fact that light 
travels faster than sound? 

True, the foreign press was adequately 
represented aboard the flight. But the 
pressmen were not able to function fully as 
the so-called security men prevented them 
from following Aquino as he disem- 
barked. They were pushed back before 
the aircraft’s door was shut to prevent 
them witnessing the incident 

Lastly, I hope you are not bothered by 
the accusation that your “malicious arti- 
cles” tend to “denigrate the honour and 
dignity of this country, its leaders and 
people.” As a Filipino, I appreciate this 
kind of article which cannot find it way 
into our government-controlled press. 
Your articles question the integrity and 
credibility of the government but never of 
the people. 

Makati JUAN KATWIRAN 


Cendana tries unsuccessfully to refute 
some excellent reporting on your part of 
the events in the Philippines. 

Maybe he would have done better if he 
had confined himself to referring to the 
two brutal murders that were committed 
— that of Aquino and that of Rolando 
Galman. Maybe he should also have in- 
formed your readers that the task of deter- 
mining the approximate time of death be- 
comes almost impossible if a body (Gal- 
man’s) is left on hot tarmac for many 
hours. Maybe he should also have com- 
mented on the fact that the alleged murder 
weapon wielded by Galman was handled 
by so many (uniformed) people that no 
fingerprint tests could be made. 

Or perhaps Cendana should restrict his 
comments to the tuta (puppet) publica- 
tions that claim to be the “press” in this 
country! 

Manila кв. 


Is it right that chief of staff Gen. Fabian 
Ver, the officer responsible for security at 
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| SEOUL HILTON 


INTERNATIONAL 


We're pleased to welcome you to Seoul's newest and 
finest hotel, ideally located adjacent to the Daewoo 
Centre. Here you ll find every business amenity, 
superb dining, and all the services a traveller could 
desire, backed by warm Korean hospitality and our 
twenty years of experience in Asia and the Pacific. 
Call your travel agent, any Hilton International hotel 
or Hilton Reservation Service: In Bangkok, call 
252-8166; Guam, 646-7912; Hong Kong, 5-233111; 
Jakarta, 583051-65; Kuala Lumpur, 422122; Manila, 
597415; Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; 
Seoul, 778-1351; Singapore, 7371900; Taipei, 331-5324; 
Tokyo, (03) 213-4053. 





WHERE 
THE WORLD 
ISAI HOME 


ABC Air Asia: 





. isthe essential planning and en route guide 
for you, the frequent traveller 


.. will slip easily into your briefcase 


.. provides comprehensive flight information 
for services to, from and within the region 


. includes specially calculated connecting flights 
. is compiled monthly by the publishers of 
ABC World Airways Guide 


New travel connections mean new business 
connections 


Publication December 1983 
12 month subscription 
Hong Kong US $45 
Asia and the Pacific US S53 
Rest of the world US S56. 
or the equivalent 
in your local currency 


ABC AIR ASIA 


INTRODUCTORY OFFER: act now and get the first 13 copies 
for the price of 12. Offer ends 29th February 1984. 


Complete the and to: . 
aural, A Travel Guo 183 our Sree Daringhirt NW ADO o, 
Thailand, Prestige Travel Consultants, 18 Soi Sor { 


Soria. Ploenchit. Bangkok 
А4 ABC Travel Guides cn Street Dunstable Bew. UK. ABG 
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Manila International Airport, has be- 
latedly ordered a military investigation 
into the assassination of Aquino? 
[Review, Sept. 29] It should be 
explained to Ver that it is the accepted 
practice of honourable men to resign 
when there is a major failure within their 
sphere of responsibility — as there was in 
the inexcusable lapse of security in the 
Aquino case. 

If one refuses to accede to this honoura- 
ble practice, the option is to stonewall and 
brazen it out. If Ver should choose this op- 
tion, nonetheless, any investigation to de- 
termine guilt should include — and, in 
fact, start from — those who had overall 
responsibility for security at Manila air- 
port. Thus, the options for Ver are either 
resign or submit to an investigation. But 
playing the role of investigator should not 
be open to him. 


Chiang Mai RICHARD O'LEARY 


007: who was to blame? 
You publish what is arguably the most ra- 
tional, well-documented and technically 
valid account of the KAL 007 disaster to 
appear anywhere [Charge and counter- 
charge by Murray Sayle, REVIEW, Sept. 
22]. You then settle David Bonavia in a 
small room with his myopic, vitriolic pen 
— scouring Roget's Thesaurus for all the 
smelly epithets that will delight the real 
paranoids (the President Ronald Reagan- 
creepers). 

But — alas — there lies, ineluctably, the 
"balanced" editorial path. Considering 
the complexion of your journal, you put 
up a creditable performance. For my part, 
I only hope to be spared “protection” by 
any superpower. 
Port Dickson ‘EXPATRIATE EXILE’ 
Sayle posed far more questions than he 
answered. It is a perfectly legitimate jour- 
nalistic exercise to question why the ill- 
fated Flight 007 was so far off course but 
not surely to reach judgments on the basis 
of what is only surmise, far less to excuse 
the barbaric act of destroying a civilian air- 
liner and its 269 passengers and crew. 

I found Sayle's final paragraph, a tor- 
tured apologia for the Soviets, hard to 
stomach. Is “reprehensible” the right 
word to describe such a savage act? If the 
Soviets are caught in a “malignant mental 
set" (whatever that may mean) that is 
surely a product of their own system, not 
something to be blamed on the United 
States, far less on the South Koreans. 
Bonavia in The 5th Column in the same 
issue comes much nearer the truth: “The 
explanation for such a brutal policy is in 
the nature of the Soviet regime.” 

I certainly claim no expertise in aviation 
matters. But if Sayle sees fit to vindicate 
the Soviets on the basis of pseudo-analysis 
and surmise I would ask him to consider 
whether, whatever “deviousness or inhu- 
manity" he (speaking for the Soviets) be- 
lieves the US capable of, is it really likely 
that the South Koreans would risk the 
lives of 269 civilians, knowing from past 
experience that the best they could hope 
for was a forcing down of their airliner and 
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The Best 


An the best is in the 
Peugeot SOS. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 

producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 


| Peugeot 505 — 

| Blending charm 

| with realism; 

| refinement with 
efficiency. 





505 3 


PEUGEOT 
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; pected \ жа what the inhumanity of the 
‘Soviet Union in fact inflicted upon them. 
Hongkong ‘OBSERVER’ 


It is to be hoped the Korean Air Lines inci- 
dent will poke the other eye of the organis- 
ers and participants of the Vanuatu Fourth 


«Nuclear Free and Independent (?) Pacific 


` | Conference [The Sth Column, REVIEW, 
Sept. 8]. 
Jeddah, Saudi Arabia 


5+1=0 


Hans Indorf's proposal for a so-called 5 + 1 
Southeast Asian defence formula [The 
5th Column, REVIEW, Sept. 15] strikes me 
as being not only somewhat muddled and 
logically contradictory but also contrary to 
the genuine security interests of the Asean 
states. 

Indorf called for the inclusion of Thai- 
land as “the only non-Commonwealth 
country" into the Five-Power Defence Ar- 
rangement. (FPDA) involving Australia, 
New Zealand, Britain, Malaysia and Sin- 
- gapore. The rationale for this is Thailand's 

position as the frontline state in the post- 
Vietnam War situation, while the propo- 
sal itself is based on the assertion that 
“total self- reliance” in defence is unrealis- 
"tic today and Asean's quest for a zone of 
< peace, freedom and neutrality (Zopfan) is 
a pipedream of “the politically less sophis- 
ticated.” 

While the first point belabours the obvi- 
ous, to my mind, the second deprecates an 
idea inspired and developed by notable 
Southeast Asian statesmen, who have no 
doubt given the matter long and consi- 
dered thought. I would like to suggest that 
« Indorf’s failure to distinguish between the 
purposes and aims of the FPDA and Zop- 
fan undermines the logic of his proposal. 
The FPDA was, and still is, a transitory 
scheme to buttress the defence needs of 
Malaysia and Singapore in the aftermath 
of the British military withdrawal from 
Asia in the late 1960s. 

Far-sighted statesmen like the late Tun 
Ismail of Malaysia, recognising this, 
wisely called for the neutralisation of 
Southeast Asian states, an idea from 
which. Zopfan, declared in 1971, stems. 
Zopfan remains the most important long- 
term.strategy for fostering security and 
peace for Asean as a whole and even for 
other Southeast Asian states. 

Apparently not fully cognizant of the li- 
mited aims of the FPDA, Indorf also mis- 
construed Australia's role in that arrange- 
ment and in Southeast Ásia generally. Re- 
ferring to the new Labor government's 
supposedly “higher profile" in regional 
military affairs, he pointed to military co- 
operation recently forged between Thai- 
land and Australia. However, Australian 
sale of aircraft and provision of training 
facilities for Thai military personnel could 
contribute to Thailand's own increased 
self-reliance in defence and obviate the 
need to join the FPDA. I suspect that the 
Australian Labor government may be 
more willing to promote greater Asean 


CESAR BUSTAMANTE 
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We. canttell you how well Bank of Boston’s private bad 
customers did last year We cant tell you who they are. But we can 
tell you this much: 

you'd like to avail yourself of our private banking services, clip 
the coupon below. We'll send you complete information. 


Gentlemen: Please send me complete information about the services 
you offer your private banking customers. 

















BANK OF BOSTON 


Mail to your preferred location: New York; David R Holmes. PO. Box 
NY 10150. or Los Angeles; Robert Chipman. PO. Box 71467.Los Angeles 
Boston; Patrick R, Wilmerding. PO. Вох 1673. Boston, МА 02105. or Panama: Jolieta > 
Maduro, Edificio Banco de Boston. Via España, Apartado 5368. Panama 5, or Landon; = 
William B Lowndes Street, London SVO or Miami; Victor M, Echevarria! 
: mi. FL 33101, or Luxembourg: Pierre Е Champion, PO. Box 209.7 
City. Luxembourg, or Houston; obert D. Freeland, РО. Box 74, Heuston. 
TX 77002. or Paris; Gilbert Fontana. 104 Ave des Champs-Elysees. Р. a. 





FLY MALAYSIAN. 
YOULL LOVE THE FEELING. 


" 


In Malaysia, we believe in serving our = 
guests with the best. Every little detail 2 
counts. The best China. The best Silver. 
So when you fly First Class on MAS, 
expect the same care and attention. It's all 
part of a gentle Malaysian charm that 
comes naturally. 


CARE AND ATTENTION TO 
DETAIL. A MALAYSIAN ART. 


pr 





A Silversmith from Kelantan, the home of Malay Silvercraft, adding the finer details to an intricate silver plate 


FD: mas WELL TREAT YOU LIKE GOLD 


malaysian airline system 





7475 TO AMSTERDAM ө DUBAI ө FRANKFURT € KUALA LUMPUR € KUWAIT € LONDON € MELBOURNE € PARIS e SYDNEY 
Bangkok € B.S. Begawan € Haadyai € Hong Kong € Jakarta € Jeddah € Madras € Manila € Medan € Perth € Seoul € Singapore € Taipei € Tokyo 


and 36 destinations within Malaysia. For reservations contact your travel agent or any Malaysian Airlines office 
FS 





FPDA, as hinted by the prompt 
drawal of a squadron of Mirage jets from 
the Butterworth airbase in Malaysia re- 
cently. 

The final non sequitur of Indorf's pro- 
posal was that an expanded and beefed-up 
5 + 1 defence arrangement would in no 
way detract from Asean's non-military ob- 
jectives. But I feel that in these tension- 
ridden times it is opportune to rekindle 
moves for the genuine neutralisation of 
Southeast Asia. 

I am reminded of the words of one of 
Zopfan's committed (and pragmatic) ad- 
vocates, the late Tun Abdul Razak of 
Malaysia, who said: “[Neutralisation] is 
not premised on vague hopes and 
euphoric dreams. It is premised on 
friendship and goodwill, on open-minded 
readiness to cooperate and patience and 
perseverance in working out detailed ar- 
rangements . . . The key to our future sec- 
urity and stability lies not in outdated and 
irrelevant attitudes of cold war, but in im- 
aginative and constructive response to the 
new realities of today." 

Penang JOHAN SARAVANAMUTTU 


Different, but not worse 
In Not with a bang [REVIEW, July 7], the 
phrase "contrary to accounting practices 
elsewhere" is misleading. It implies that 
accounting practices in Malaysia are 
below the standard exercised elsewhere. 
This is not the case. While it is correct that 
banks in Malaysia are not required by sta- 
tute or otherwise to disclose non-perform- 
ing loans it is equally correct that this situ- 
ation prevails in almost all other coun- 
tries. Certainly, Malaysia is by no means 
an exception in this region. It should also 
be noted that, because a bank does not 
disclose data on non-performing loans or 
loan-loss provisions, it does not necessar- 
ily mean that no provision for potential 
losses has actually been made. 

PAUL PHENIX 


Technical director, Malaysian Association 
Kuala Lumpur of Certified Public Accountants 


e Patrick Smith replies: Phenix may 
infer, though I did not intend to imply, any 
judgment of Malaysia's accounting stan- 
dards or to suggest that Malaysia was uni- 
que in this respect. As for the reporting of 
non-performing loans, some countries re- 
quire this and others do not. 


No joke in Johor 


K. Das needs to be enlightened on the 
Johor state assembly procedure to avoid 
erroneous inference [We are not amused, 
REVIEW, Sept. 15]. According to him, the 
Sultan of Johor was expected to address 
the assembly but did not turn up to do so. 
In fact the sultan was not expected to be 
present at the sitting of the assembly held 
on September 5. The state government 
wishes to point out that the sultan only ad- 
dresses the assembly once a year at every 
opening ofthe yearly session. The sultan is 
not expected to open the assembly every 
time it sits. The last opening session was 
held in June this year. 
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either. Besides giving a false picture of a 
very important and solemn occasion, the 
article reflects the ignorance of the writer 
with regard to the Johor state assembly 
procedure. It is fallacious for Das even to 
suggest that the relationship between the 
sultan and the state government is less 
than cordial. 


DATUK SULEIMAN MOHD NOOR 


Johor Baru State Secretary 


The F16: no transfer. 





The plane fact 


Intelligence [REviEW, Sept. 15] claims 
that Pakistan has made two F16 aircraft 
available to China. The claim is totally 
baseless and is categorically rejected. The 
Government of Pakistan has neither 
transferred nor does it intend transferring 
the F16 aircraft it has acquired to any 


other country. KAMAL AFSAR 
Hongkong Consul-General of Pakistan 


Action, not words 


Despite all their rhetoric about protecting 
human rights in the world, the govern- 
ments of Australia, the United States and 
West European countries have continued 
to support the regime of Pakistan's Presi- 
dent Zia-ul Haq. Now that the people of 
Pakistan have launched their struggle 
against Zia's regime, I hope they will re- 
ceive support from all those who care 
about human dignity and freedom. 

Adelaide RIAZ HASSAN 


The Fort Street boys 


Your respected and much-appreciated col- 
umnist, Richard Hughes, referred to Jus- 
tice Michael Kirby as a New Zealand 
judge [REVIEW, Aug. 25]. 

Kirby is, in fact, chairman of the Aus- 
tralian Law Reform Commission and is a 
product of Fort Street Boys High School 
(in Sydney) and Sydney University Law 
School. This combination has produced 
many eminent legal men; not least are Dr 
H. V. Evatt, Sir Percy Spender and Sir 
Garfield Barwick. 

Not short of ambition, I can recall fel- 
low student Kirby at Fort Street comment- 
ing that he wanted to be prime minister of 
Australia. While he may not have 
achieved prominence as a politician, he is 
probably the most quoted lawyer in Aus- 
tralia and is a prolific speaker given to 
making *quotable," mostly thought-pro- 
voking remarks. 
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WHEN IT COMES 
TO CHOOSING A 
COMPUTER COMPANY 






Most people think that because there's a computer 
company that's bigger than Burroughs, that automati- 
cally makes them better than Burroughs. 

That's not necessarily true. 

In small business computers, for example, the new 
Burroughs B20 is one of the most versatile, easy-to- 
use, expandable, stand-alone с‹ mputers in the indus- 
try. 

With its powerful 16-bit processor and up to 640K 
bytes of RAM in each workstation, the Burroughs 
B20 gives each user his own computer, but with the 
power, data base and storage that was once associated 
only with mainframes. 

More importantly, the B20 can be networked with 
other В20% so everyone is always we king with the 
latest, up-to-date information. And because the B20 can have 
multiple workstations, it grows as your business grows. 

To operate, all you do is open the carton, plug it in,” choose one of 
our application software programs, tilt the screen to your desired height, 
and vou're off. (Our step-by-step training manuals are so easy to use, you can be 
doing sales projections in a matter of hours.) 

If you need any help, just call the Burroughs Resource Control Center. Trained Burroughs computer specialists 


will help vou with any problem— whether it's our 


hardware, software, or operating systems. (Being in the *B22 mass storage unit requires installation by a qualified Burroughs 
office equipment business internationally for 87 years service representative. 
has taught us a little something about service and sup- I'm interested in the Burroughs B20 small business computer. 

5 £ £ Р 


port.) Please send me more information. 
So, if you're in the market for a small business compu- 
ter, your decision shouldn't be based on the company’s 


size. But rather, the company’s quality. 


Burroughs 
THE QUESTION ISN'T WHO'S BIGGER. 
IT'S WHO'S BETTER. 
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( Jompany 











Telephone 


Send to: Burroughs Machines Ltd. Burroughs Co., Ltd. 
Hopewell Centre, 19th Floor 13-1 Shimomiyabi-Cho 
183 Queen’s Road East, Hong Kong Shinjuku-ku 
Tokyo 162, Japan 
© 1983 Burroughs Corporation FEER/10133 
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An over-emotional United States and an over- 
defensive Soviet Union have between them 
obscured with political rhetoric what led to the 
disaster which befell Korean Air Lines Flight KE 
007 over Sakhalin. That it was off course is obvi- 
ous; whether that was accidental or not has 
been the key to US and Soviet arguments. 
Michael Westlake, as well as debunking the 
‘spy mission’ allegations, reports that of all the 
theories so far proposed as to how such an 
error could have occurred, the strongest candi- 
date involves a failure to notice a single mistake 
early in the flight — simply leaving a switch in the wrong position, an 
error which could have led saa KE 007 to an inevitable fate which 


was only partly of its own mak 


ng (page 29). 


Cover inset illustration: Peter Mong 


Page 14 

President Ronald Reagan de- 
cides to put off his trip to the trou- 
bled Philippines — апа also 
bypasses Indonesia and Thai- 
land. 


Page 15 
The military apparently is playing 
a bigger role in the Philippines. 


Page 17 

Support for the monarchy and re- 
velation of an alleged plot to bring 
about an Islamic republic cause 
new political debate in Malaysia. 


Page 19 

Indian Prime Minister Indira Gan- 
dhi throws a non-aligned party, 
but few take up the invitation. 


Regional Affairs 


Foreign relations: The president 
regrets... 

The spurned hosts کی‎ 
Philippines: The military card in play — 
Malaysia: A battle royal — 
Diplomacy: Weinberger's bouquet — 
United Nations: Non-aligned 

non-event 
Cover story: On course for 

disaster Е 








Indonesia: Secular irregularity 

Cambodia: A harvest of death 

Thailand: A touch of class 
Arthit's pillars of support 


Arts & Society 


Opera: Tales of past myths now 
serve a proletarian purpose in 
Peking 





Page 36 

A political leader's claim that In- 
donesia is a secular state adds a 
new dimension to the Pancasila 
controversy. 


Page 48 

| As the wet season ends, the har- 
vest is a bigger worry to Cam- 
bodia’s rulers than increased 
| guerilla activity. 





Page 50 

Class solidarity takes on a differ- 
ent meaning when applied to the 
Thai military hierarchy. 


Page 64 

A new economic disorder is the 
result of politicisation of World 
Bank/IMF issues. 





Literature: Japan's pop Roots fails 
tocastnew light on minority 
problems 
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IMF/World Bank: New economic 
disorder E 

Economies: Aftermath of revolution 
in Vietnam 
Sounding the alarm in the 

Philippines Жара mM 

Industry: Japan bets on а loser —— — -— 

| Trade relations: The US-Japan 
numbers game 

Investment: Manifest destiny in 
Singapore 
You take the high road 

| Companies: Ripples through the 

Hang Lung maze 

The great unknown —— — 

No go Pacifico 
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Page 66 

Vietnam is over the worst of its 

economic crisis but still needs 

Me" policies — and good wea- 
er. 


Page 77 

The Philippines devalues the 
peso as anti-government de- 
monstrations spark more capital 


flight. 


Pages 82-84 | 
Singapore's proposed financial- : 
futures market takes on an Ameri- 

can look, while Hongkong goes 

its own way. 


Pages 94-97 | 


| Hongkong's Hang Lung Bank is і 


at the centre of а spider’s web of 
interlocking interests, including a 3 
troubled Macau bank. 


Page 96 
Two international groups in- 
crease their stakes in the Sun 
Hung Kai group following finan- 
cial difficulties at its banking sub- 
sidiary. 


98-99 
Carrian chairman George Tan is 
arrested in Hongkong, undoubt- 
edly spelling the end of the line 
for his troubled group. 


A timely takeover for Sun Hung 
Kai Bank 
The taking of George Tan 
The coffin is waiting — — — — — —— 
Commodities: The seeds of a row —___ 
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j 
кик initiative 


Hanoi has dismissed Asean’s 
test proposal on Cambodia, 
‘issued on September 21. The 
proposal called for phased par- 
al Vietnamese withdrawals 
arting with areas adjoining 
e Thai border. A ceasefire, 
uaranteed by an international 
cekeeping force, would be 
leclared in the evacuated 
es and Khmer refugees 
ould be able to return to 
em. 

Following the withdrawals, 
n international conference on 
'construction and. rehabilita- 
n could be convened, the 
gint proposal said. 

“But in an interview with the 
ngkok Post on October 1, 
stnamese Foreign Minister 
guyen Co Thach described 
he Vietnamese presence as 
permended, “We would be 
lad to withdraw,” he said, 
ut the Khmer people are af- 


































































i against Pol Pot." 
— PAUL QUINN-JUDGE 


ndian Prime Minister Indira 
dhi and the Chinese minis- 
in charge of the State Fami- 
Planning Commission, Qian 
nzhong, were co-winners of 
USS25, 000 United Nations 
pulation Award despite 
in from economist Theo- 
hultz of Chicago, who 
ned as an adviser to the 
g panel over their selec- 


€ had protested that during 
: 1975-77 Emergency, the In- 

leader had authorised 
isation as а method of 
pulation control and that 
ап had instituted a system 
t had contributed to an in- 
Tease in female infanticide. 
— TED MORELLO 


'aiwan demotes a 
sible kingmaker 

1 fortunes of Gen. 
ang Shi g, once considered 
cand most powerful man 
Taiwan, have continued on a 
lownward spiral. He has been 
med Taipei's ambassador to 
Paraguay, succeeding Wang 
Meng-hsien. In May, the gen- 
ab was moved from an in- 
üential post as director of the 
Political Warfare Department 









They want us to protect 


of the. Defence Ministry. 


Joint Training Department, an 
obscure office in the ministry... 
His political exile to Рага- 
guay may be an attempt to 
keep him isolated until the 
question of who is to succeed 
Taiwan's ailing President 
Chiang Ching-kuo is decided. 
The general, who had played a 
key political-warfare role for 
decades and symbolises the 


tion, had been seen as а possi- 
ble kingmaker during the suc- 
cession period, 


Ex-minister jailed 
for life in Burma 
Burma's former home and re- 
ligious affairs minister, Bo Ni, 
has been sentenced to life im- 
prisonment for misappropriat- 
ing public funds. A three-man 
court also sentenced him to 
seven years concurrent “rigor- 
ous” imprisonment for illegally 
importing ап electric organ 
from London, and to one day's 
imprisonment and а fine. of 
Kyats 10,000 (US$1,250). for 
abetting his wife in misusing 
foreign exchange issued tó her 
for medical expenses, .. 

Bo Ni was dismissed in June 
as part of a purge of associates 
of fallen leader Tin Oo 
(REVIEW, June 2). 

— M. C. TUN 


at 





Violent 
| Sindh 
| Anti-government unrest in 
| Pakistan's Sindh province has 
focused on the second round of 
local elections, which the op- 
position is boycotting because 
politicial parties are not al- 
lowed to take part. 

In one of the most serious in- 
cidents, troops shot dead at 
least 17 people and wounded 
48 others on September 29 
when crowds attacked them. 
On October 2, seven bombs 
| exploded and at least one per- 
| son was killed, while protesters 
| took 11 police and election of- 
| ficers hostage. 

Meanwhile, United States 
Defence. Secretary . Caspar 





Weinberger said during a visit 
to Pakistan that the US would 
continue to provide Islamabad 
with 







advanced weaponry, 


would- not interfere with the 
close military ties between the 
мо countries... 





new position as director of the | 









hardline ‘military-security fac- 







— A CORRESPONDENT 











adding that the civil unrest. 


b, fits increased 29. 5% to $$14.2 









Tin producers set up 


‚ Shop in Kuala Lumpur 


In a compromise between the 
world’s. two largest tin produc- 
ers, the first ministerial meet- 
ing of the Association of Tin 
Producing Countries (ATPC) 


Ап Bangkok on September 29- 


30 decided to locate the associ- 
átion's headquarters in Kuala 


"Lumpur while giving the first 
' executive secretary post (with a 


four-year term) to an Indone- 


|: sian official with wide experi- 
: ence in world tin markets, Vic- 


tor Siahaan. 

Joining the three Asean 
founding members of ATPC, 
Malaysia, Indonesia and Thai- 
land are three other producers 
-— Bolivia, Zaire and Nigeria. 
These countries command 
some 93% of world produc- 
tion. Pending various domestic 
procedures, Australia is ex- 
pected to join in the near fu- 
ture. 

~~ PAISAL SRICHARATCHANYA 


boosts deposits 

Southeast Asia’s first Islamic 
bank, Bank Islam Malaysia 
(BIM) has received M$27.3 
million (US$11.7 million) in 
deposits since commencing 
business on July 1. While wel- 
coming this, the government 
has urged BIM to attract more 
bumiputra (indigenous race) 
entrepreneur depositors. 

Some ‘bumiputra business- 
men remain uncertain about 
BIM's. commercial practices, 
which include adjudication ac- 
cording to Islamic law and a 
prohibition on the payment of 
riba, or interest. BIM’s manag- 
ing director, Abdul Halim Is- 
mail, has said the bank will es- 
tablish branches in each of 
Malaysia's 13 states by the end 


of 1986. — JAMES CLAD 
Singapore charterer 
plans to go public 


Singapore's largest charterer of 
vessels for the offshore-oil in- 
dustry, Chuan Hup Marine, 
plans to go public with the issue 
of 22.5 million shares (or 
25.4% of its issued capital of 
S$88.7 million [US$41.6 mil- 
lion] as at June 30) at S$2 a 
share. Management and staff 
are allocated 10% of the issue. 
Chuan Hup's after-tax pro- 


1983 over. the previous year. 
| Another rise — to S$19.2 mil- 
lion — is projected for finan- 
cial-year 1984. Against the $$2 
issue price, Chuan Hup's pro- 
fits give the shares a price/earn- 
ings ratio of 12.5 times histori- 
cally and 9.1 prospectively. 

— LINCOLN KAYE 









Malaysia seeks shipping 
agreement with U 
Malaysia is seeking a shipping 
agreement with the United 
States, its third-largest trading 
partner after Singapore and 
Japan. Following a meeting 
with Wendell: Gunn, the US 
special presidential assistant on 
trade affairs, Trade and Indus- 
try Minister. Tunku Ahmad 
Rithauddeen said negotiations 
for a bilateral agreement will 
begin in early 1984. 

American President Lines 
now takes only a small portion 
of US-Malaysian trade and the 
Malaysian International Ship- 
ping Corp., which began a ser- 
vice to the US three months 
ago, hopes for a greater share 
of the trade which is now 
mostly taken by third-country 
carriers. Although Malaysia 
wants cargo-sharing agree- 
ments with all its major over- 
seas trading partners, diploma- 
tic sources in Kuala Lumpur 
discount the prospects of any 
quick agreement given US ob- 
jections to such arrangements. 





— JAMES CLAD 
Sri Lankan tourism may 
Tourism and Information 


Minister Anandatissa de Alwis 
has warned the Sri Lankan 
Government that the economi- 
cally vital tourism industry 
faces “total collapse” unless 
immediate remedial measures 
are taken. Following the July 
ethnic violence in the country, 
tourist arrivals in August drop- 
ped by more than 75% and ac- 
cording’ to the minister the 
winter season is likely to fail. 
He has recommended that 
the hotels particularly — where 
a 10% staff lay-off at present 
could rise to 40-50% — be 
given a package of tax and 
other concessions, including 
| reduced. electricity and water 
charges. The government has 
agreed to reduce the business 
turnover tax of 15.5% to 10% 
and de Alwis has asked to dis- 
cuss other concessions with the 
ministri concerned. 


























NU FLEXIBILITY 
The powerful Indonesian Islamic 
group Nahdatul Ulama (NU) will try 
ordinary meeting in 
November in Situbondo, East Java, 
to discuss the government’s policy 
of requiring all social — including 
religious — organisations to adopt 
the State ide of P. 


c i5 ents are о 
а confrontation is 


icy, rationalising 
which is convincing 


1 to oa a 
84 presidential 
any months away, 

but Hanoi seems to have decided 
who is the most likely nominee. A 
‘staffer from Walter Mondale's 
campaign committee. has been 
invited to visit Vietnam in 
November to take a first-hand look 
at the country and the problems of 
Indochina. 


ИШ THE WEEK 


AFGHANISTAN ; 
Demonstrators held rallies to protest at 
United States. Defence «Secretary Caspar 
WeinBerger's visit to Pakistan (Oct. 1). Anal 
leged British spy, named as Stewart Bodman, 
was. killed in a clash. with: guerillas, Radio 
Kabul claimed (Oct. 2). Britain denied know- 
ledge of the man (Oct. 3). Guerillas attacked 
the Soviet Embassy in Kabul, Western dip- 
lomatic sources in Islamabad said (Oct. 4). 


CHINA 
United States President Ronald Reagan 
will visit China in April after Premier Zhao 


Ziyang visits Washington in January, US De- | 
fence Secretary Caspar Weinberger an- 
nounced. The US is prepared to sell China | 


anti-aircraft weapons, anti-tank guns and 
other defensive arms, arid sales are possible in 
the near future, Weinberger said (Sept. 28). 
Weinberger announced that China and the 


US had agreed to revive a programme of mili- | 


tary cooperation beginning next year (Sept. 
29). Peking authorities permitted two South 
Korean officials to attend an international 
conference in Shanghai (Oct. 3). Soviet De- | 
puty Foreign Minister Leonid Hyichev arrived 
for a third round of normalisation. talks. 


About 100 African students staged à de- | 


monstration to protest against the beating ofa 
Burundi student by Chinese, African student 
sources said (Oct. 4). 


HONGKONG i, 
China was criticised by British Minister of 
State for the Foreign and Commonwealth Of- 





CHANGING THE GUARD 





The expected successor to the chief 
of the Malaysian armed forces staff, 
Gen. Tan Sri Ghazali Seth, due to 
retire at the end of this year when 
he reaches the ори | 
retirement age of 55, is his deputy, 
army chief Gen. Tan Sri Zain 
Hashim. But Zain’s deputy, Lieut- 
Gen. Datuk Jaafar Onn, is not 
expected to be promoted. Instead 
he will be retired prematurely. The 
new army chief will probably be 
Maj.-Gen. Ghazali Che Mat, who 


will be promoted to lieutenant- 


general. His deputy will be Maj.- 
Gen. Datuk Hashim Mohamed Ali, 


the brother-in-law of Prime Minister | 


Datuk Seri Mahathir Mohamad апа 


| now head of the Peninsula 


| 





| 
| 
| 
| 
| 
| 
| 
| 
| 





‘Command. 


MOSCOW’S MOUTHPIECES 


The Soviet Union's counter-attack 
against worldwide criticism over the 


| shooting down of the Korean Air 


Lines flight has been strikingly 
reflected in the behaviour of its 
Bangkok embassy. In the space of a 
week, Ambassador Iouri Kouznetsov 


; granted a rare interview to the 


| fice Richard Luce for having made “unhelpful 
` comments" regarding talks on Hongkong's 
future (Sept. 28). United States Defence Sec- 
retary Caspar Weinberger arrived (Sept. 29). 


French пемѕарепсу Agence Fran 
Presse, and then sent a six-mar 
delegation to the Foreign 
Correspondents Club of Th 
(FCCT Т) to explain the Soviet 


| position over the air tragedy. The 


Soviets had never before accepted 
an invitation to speak on a 
contentious issue at the FCCT and: 


| the strength of the delegation caught 


members by surprise. 


YELLOW RAIN-CHECK 


| Four years after the so-called yellow 
| rain controversy began in earnest, 
| Washington has authorised the 


opening of a chemical and biological 
warfare section at the United States 
Embassy in Bangkok. The new 


| office will be staffed by three or fou 


officials who will investigate 


| reported yellow-rain attacks in Lao 
| and Cambodia. Much of the early 

| yellow-rain detective work was 

i carried out in Bangkok by former 

| assistant army attaché Lieut-Col 


Peking will make a statement concerning the | 
future of Hongkong at the end of next year if | 


Sino-British negotiators have not reached an 
agreement, the director of the office relating 
to Hongkong and Macau, Ji Pengfei, said 
(Sept. 30). The chairman of the troubled Car- 
rian group. George Tan, was arrested (Oct. 


3) 


INDIA 
At least two people died and'about 40 were 


Denny Lane, since reassigned to th 
Pentagon, and by Lao-speaking |. 
political officer Ed McWilliams, © 
now attached to the US Embassy 
Moscow. 


Party, demanded the release of the student 
arrested for taking part in a political conven: 
tion (Qet. 2). 


PAKISTAN 

Troops shot dead 17 people and woundec 
48 more when a crowd protesting against loca 
council elections in Sindh province attacke 
them, police said (Sept. 29). United States: 
Defence Secretary Caspar Weinberger аг 
rived on an official visit (Sept. 30). 


| PHILIPPINES 


injured when police fired on demonstrators | 


during a 24-hour strike in West Bengal. (Sept. 


28), About 150 Tibetans held a rally outside | 


the Chinese Embassy in New Delhi to protest 
against the alleged execution of five Tibetans 
in Lhasa. The demonstrators also demanded 


the rélease-of about 1,500 people they said | 


were recently arrested in Tibet (Oct. 1). 


JAPAN 

The Soviet Air Force reinforced its fighter- 
aircraft base on an island north of Japan, it 
was reported (Sept. 29). — 


NEPAL i 

Police arrested about 300 students and 
placed two leading politicians under house ar- 
rest apparently for violating bans on political 
meetings, an opposition spokesman reported 
(Sept. 30y. Krishna Prashad Bhattarai, acting 
president 


banned Nepali Congress 


About 3,000 anti-government protester 
demonstrated in the Makati business district 
Assemblyman Vincente Paterno announce: 
at an opposition- rd rdum forum that he wa 
resigning from the ruling Kilusang Варо 
Lipunan (Sept. 30). Police charged. Rogeli 
Pantaleon. a vice-president. of the. 
Corp., with incitement to sedition (t 
Thousands of Philippine workers atthe U 
ed States military bases went on strike ovi 


| wage dispute ( Oct. 3). 


SOUTH KOREA | 
Police firing tear gas stormed onto the cam 
pus of Yonsei University in Seoul to break 


| an anti-government demonstration by 


| 


than 1,000 students, it was reported (Si 
29). The Inter-Parliamentary Union, 
ence opened in Seoul (Oct. 4). | 


‘THAILAND. 


Gen. Arthit Kamleng-ek f 
command of the armed 


















Washington: The White House has stres- 
ed that the postponement of United 
states President Ronald Reagan's visits to 
he: Philippines, Indonesia and Thailand 
joes not акегіп any way the fundamen- 
positive relationship between the US 
and Asean. Yet the impression remains 
hat the visits to the three countries — 
Reagan still plans to go to South Korea 
ind Japan — were sacrificed as a way of 
voiding a trip to Manila while at the same 
me minimising the embarrassment to 
hilippine President Ferdinand Marcos. 

The president's personal security has 
béen a constant preoccupation as turbu- 
ence has increased in the Philippines fol- 
owing the assassination on August 21 of 
opposition leader Benigno Aquino. 
Moreover there was growing concern in the 
White House that Reagan's trip itself 
ould become the focus of massive anti- 
arcos demonstrations which could 
mpt further instability in the Philip- 
es and cast a long and grim shadow 
er the rest of the president's Asian 

























































Susumu Awanohara 
arta: There was both disappointment 
nd relief here over the postponement of 
ited States President Ronald Reagan's 
(to Southeast Asia. Foreign Minister 
ochtar Kusumaatmadja, now in New 
, said that Reagan was forfeiting an 
portunity to improve ties with Asean. 
nd an.Indonesian source in New York 
voted as saying that the postpone- 
ent of Reagan's trip to Indonesia to save 
lippine President Ferdinand Marcos’ 
was unjust and could lead to strained 
lonesia-US relations. 
hen news of Reagan's travel plans 
oke in July, Indonesia was the only 
nation among the five Asean mem: 
This was both flattering and discon- 
: it was seen as Washington's recog- 
f Jakarta's importance, but it 
| have created or reinforced the im- 
ression that Jakarta (along with Japan 
nd South Korea) isan ally of the US. 
Although caution is expressed. by many 
Indonesians against their realór apparent 
deviation from the. non-align 
there is general agreement h 


e 








ed stance, . 
here: | about esta 


| 





akarta and Bangkok are disappointed at Reagan's postponed 
ans, but some say it will reinforce Jakarta's independence 













White House officials still insist that un- 
expected changes in the domestic legisla- 
tive agenda make it imperative for Reagan 
to stay in Washington and were the major 
factor in the decision to postpone. the 
Southeast Asian Section of the tour. The 
officials cited funding for the MX strategic 
missile and authorisation to enlarge the 
US quota to the International, Monetary 
Fund as among critical programmes which 
could be jeopardised if the president had 
adhered to his original itinerary, under 
which he would have been away from 
Washington from October 27 to 
November 17. 

However, officials say privately that the 
Reagan visit to the Philippines had be- 
come untenable in its own right, largely 
because they say it had been ^overblown" 
by the Philippine opposition and the US 
Congress into a test for and against Mar- 
cos. "We would have plunked ourselves 
right down in an absolutely no-win situa- 
tion in the middle of the worst political 
trauma in the Philippines has faced in a de- 
cade," one official said. 


Washington's perception of Indonesia as a 
"regional manager" is deserved and jus- 
tified. Thus many Indonesians were miff- 
ed to learn that, under pressure, Reagan 
had added Manila and Bangkok to his 
itinerary.. This was despite the fact that 
some officials attributed the change in 
Reagan's travel plans to Jakarta’s unwil- 
lingness to hold an Asean summit here to 
welcome Reagan. 

The summit idea was rejected essen- 
tially because ‘it would reduce Asean 
heads ‘of government to the status of 
Reagan's stooges, at least in the eyes of 
hostile and suspicious countries. An 
Asean foreign ministers’ meeting to coin- 
cide with Reagan’s visit was considered 
less objectionable and was indeed plan- 
ned. But Mochtar stressed throughout 
that talks with Reagan should centre on 
bilateral economic relations, implicitly 
playing down political and military issues. 

The postponement of the Reagan visit is 
likely.to disappoint top defence officials, 


‘among others, who. are less inhibited- 





blishing closer. US. relations 


























s the risks and decides against a Southeast Asian trip 


sident regrets... 


However, the Reagan administration 
did not want to do anything that would ap- 
pear to be pulling the rug out from under 
Marcos. To have waited until the last mi- 
nute and then passed over the Philippines 
alone was opposed by US officials who ar- 
gued that this would have been inter- 
preted as abandoning Marcos at-a desper- 
ate time; By deciding early to postpone 
the visit to the region as a whole, this pre- 
dicament is at least reduced. 


fficials here acknowledge that postpon- 

ing Reagan's visit could contribute to 
instability in the Philippines by encourag- 
ing the opposition — which already claims 
a political victory in having forced Reagan 
to stay away = to maintain its pressure in 
the streets against the regime. But this is 
unlikely to tilt the balance against Marcos 
who, after а brief period of decline, has 
now swung around to consolidate his grip 
on power and take the offensive against 
his opponents, according to US officials. 
"[ wouldn't count Marcos out. He's not 
the Shah of Iran locked up in his castle, 





openly. Commander of the armed forces 
Gen. Benny Murdani is an advocate of 
closer ties, having recently established 
regular contact with, for example, the US 
Defence Intelligence Agency. — 

Others, possibly including Foreign 
Ministry officials, may be relieved. 
Achieving an East-West balance is impor- 
tant to them, and it was in this context that 
Mochtar wished to visit Moscow before 
Reagan's visit. But the Soviets turned 
Mochtar down, and though no reasons 
were given, some speculated that Moscow 
was not happy with Jakarta's effort within 
Asean to wean Vietnam away from it. 
Another view was that Moscow was an- 
noyed at Reagan's visit. 

Whatever Moscow's reasons, Reagan's 
visit here, unbalanced by Mochtar's Mos- 
cow trip, would have highlighted Jakarta's 
tilt towards Washington. Some observers 
are happy that this did not come about, 
saying that Indonesia-US relations should 
best be maintained at the current low-key 
level. 
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nor Nicaragua’s [Anastasio] Somoza pin- 
ned down in his bunker,” an administra- 
tion official commented. “He's Marcos — 
the constantly shifting target.” 

Moreover the Reagan visit provided a 
major deadline for the opposition to 
mobilise mass anti-government demonst- 
rations. White House sources claim to 
have information that elements on the 
Left planned to use the visit to escalate the 
violence, provoke a government 
crackdown and give the movement against 
Marcos a sharper anti-American dimen- 
sion. Whatever potential there was for a 
Reagan visit to provide a focus for dispa- 
rate opposition forces in the Philippines to 
unite has now been removed. 

Large anti- American demonstrations in 
Manila would have contradicted the mes- 
sage of stability, prosperity and friendship 
that the White House wished to convey by 
Reagan's visit to the Asean countries. 
Sources insist that the visits will be re- 
scheduled, but admit that the Pacific 


Reagan: a weak excuse. 


ter from Reagan in which the president 
said he was reluctantly putting off his 
Southeast Asian tour because of his preoc- 
cupation with budget deliberations in con- 
gress. 

Deaver left the following morning for 
Tokyo and Seoul to reschedule Reagan's 
visits there. Foreign Minister Siddhi 
Savetsila, in New York for the United Na- 
tions General Assembly vote on Cam- 
bodia, was informed of the president's de- 
cision by Secretary of State George Shultz 
in a telephone call from Washington. His 
telex to Bangkok arrived in the middle of 
the night and ministry officials did not 
learn about the postponement until early 
on October 4, apparently to give Reagan 
time to inform Prem first. 

Siddhi accepted the reason for Reagan's 
decision but declined to comment on 
other possible explanations why the presi- 
dent called off his tour. Thai officials were 
generally resigned to the fact that a face- 
saving solution had to be found, but they 
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Basin concept adumbrated in the original 
five-nation itinerary will be difficult to re- 
construct. 

The president’s original plan was to 
combine visits to South Korea and Japan 
in Northeast Asia with oné to Indonesia. 
Jakarta was seen as particularly important 
because as the chairman of the Asean 
standing committee it could represent the 
five nations of Southeast Asia and lift the 
visit above a narrow bilateral framework. 
The theme of the visit was to point to the 
Pacific as a stable and peaceful area of the 
world where a number of countries 
friendly to the US prosper within the 
framework of open markets and a regional 
power-balance promoted by Washington. 
The later addition of visits to Manila and 
Bangkok was to broaden the Pacific di- 
mensions further. 

Many administration officials resisted 
the temptation to include Peking in the 
original itinerary, for fear it would reduce 
the impact of the other five visits to the 
level of stopovers. Reagan is now due to 
visit China in April next year. White 
House sources say that the best result now 
would be to plan a separate visit to South- 
east Asia, rather than attach the regional 
leg to the China trip. But the pressures of 
scheduling presidential visits often over- 
take foreign policy concepts, and the op- 
portunities for foreign travel will be few 
after the 1984 presidential campaign gets 
into full swing next March. 


look on the postponement as something of 
a blow to Asean prestige. 

Privately, many are understood to be 
disappointed that Marcos did not get 
Reagan off the hook by suggesting that he 
drop Manila from his schedule and go 
ahead with the visits to Indonesia and 
Thailand. As they point out, the US presi- 
dent was finally forced to fall back on what 
to all appearances was a weak excuse. 

Planning for the visit was in full swing. 
Three advance parties of US officials had 
already visited Bangkok to discuss sec- 
urity measures and handle other arrange- 
ments. The Thais had gone ahead refur- 
bishing and painting the Borom Pimarn 
Throne Hall, where, like presidents Lyn- 
don Johnson and Richard Nixon before 
him, Reagan was to have stayed as guest 
of King Bhumibol Adulyadej and the Thai 
Government. Deaver, in fact, had an au- 
dience with Princess Maha Chakri Sirin- 
dhorn, the king’s daughter, to convey 
Reagan’s personal regrets. 

US Ambassador John Gunther Dean, 
who flew across the Pacific with Deaver, 
had been in Washington since mid-Sep- 
tember for consultations, but embassy 
sources said his trip had been planned well 
before the assassination of Philippine op- 
position leader Benigno Aquino and 
could not be directly connected to the sub- 
sequent soul-searching which went on in 
the White House and at the State Depart- 
ment. 





Ver: stepping up the action. 


The military 
card in play 


The army exerts its influence 
over the handling of the crisis, 
but Marcos is still in control 





By Guy Sacerdoti and 


Rodney Tasker 

Manila: As a plainly worried President 
Ferdinand Marcos struggles to revive his 
credibility with an increasingly disen- 
chanted public, the military under armed 
forces chief of staff Gen. Fabian Ver ар- 
pears to be stepping up its influence over 
the government's handling of the current 
political crisis. 

But the military is a long way from 
achieving total dominance. Economie 
realities allowed Marcos to bypass his gen- 
erals, who appear to be urging a more se- 
vere clampdown after the weeks of tur- 
moil following the assassination of former 
senator Benigno Aquino on August 21. 
Some opposition leaders in Manila fear 
that the crackdown might intensify follow- 
ing the decision by United States Presi- 
dent Ronald Reagan to postpone indefi- 
nitely his planned visit to the Philippines, 
Indonesia and Thailand. They believe that 
Marcos has nothing to lose now that 
Reagan has put off a trip which would 
have meant a shot in the arm for Marcos” 
international image. 

But a potentially dangerous financial - 
situation, which could threaten the coun- _ 
try's solvency, forced Marcos to reverse 
his previous vindictive attitude towards 
business executives whom he held respon- 
sible for recent anti-government demon- 
strations in the heart of Manila's Makati 
business centre (page 77). 

Although he has confined himself to his 
palace since Aquino's murder, Marcos has 
made almost daily public statements Or - 
TV broadcasts, most of them angry and - 
threatening. But it became increasingly 
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s disposal was wielding substantiz 

ence behind the scenes. Reliable govern- 
ment sources told the REVIEW that Ver 
was in effect denying cabinet ministers ac- 
cess to the president. “Only those with 
geographical propinquity" were able to 
communicate directly with Marcos, one 
source said. This was a reference to the 
fact that Ver was born in the same district 
of Ilocos Norte province as Marcos and is 
related to the president. 


ther sources said that those able to 

talk to Marcos during the recent diffi- 
cult period of his health problems and in 
the weeks following the Aquino killing 
were a very limited and exclusive group of 
close associates. They included, apart 
from Ver and Marcos' wife Imelda, Am- 
bassador to the US Benjamin Romualdez 
— Mrs Marcos’ brother — presidential 
executive assistant Juan Tuvera and Mar- 
cos’ two most powerful business cronies, 
Roberto Benedicto and Eduardo Co- 
juangco. Marcos has thus been denied the 
usual feedback and advice which his 
ministers have been appointed to provide. 

With Marcos acting as final arbiter and 
ultimate decision-maker on all matters, he 
has traditionally chosen his cabinet and 
advisers with specific briefs or tasks in 
mind. As the number of officials allowed 
to see him has been cut, so has the breadth 
of his knowledge of what is going on 
around him been whittled away during 
this critical time, say the sources. 

While Marcos has been seeing more 
people, such as those in the business com- 
munity, since his health improved re- 
cently, the way in which anti-Marcos ac- 
tivity has been dealt with smacks of the 
military's upper hand in trying to control 
the situation. The temporary arrest and 
detention of Roberto Coloma, a foreign 
newsagency reporter, on September 30 — 
only to be released a few hours later when 
the military claimed he had been arrested 
mistakenly — was carried out by an intelli- 
gence unit of the Philippine Constabul- 
ary's Metro-Manila command. The arrest- 
ing order was the new Preventive Deten- 
tion Action (REVIEW, Aug. 25) under the 
personal authority of Marcos, but was 
signed only by illegible stamped initials. 

A peaceful lunch-time anti-Marcos 
demonstration in Makati the same day, 


— with office workers once again throwing 


huge amounts of confetti and computer 
tape from their windows and more than 
2,000 of them pouring onto the pavements 
to join the noise barrage coming from 
passing cars and buses, only became vio- 
lent when the police arrived after about 
two hours. Then coffee cups, bottles and 
even pieces of wood began to rain down 
on the troops. Military plainclothesmen 
replied with a dozen small tear-gas canis- 
ters, and fire trucks were called in to douse 
the demonstrators on the pavements. 
There were several injuries and 20 arrests. 

Later the police arrested Rogelio Pan- 
taleon, vice-president of the powerful 
Ayala Corp. and executive director of 
Filipinas Foundation Inc., in connection 
with the publication of a magazine about 
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The night before, the military pad- 
locked an opposition newspaper, the 
Philippine Times, which had been carry- 
ing foreign news reports and stories im- 
plicating the military in planning Aquino's 
assassination. Its editor, Rommel Corro, 
was detained. All these incidents point to 
a strictly military approach to the prob- 
lem, and the clumsiness not normally as- 
sociated with Marcos' style suggests that 
the orders did not come from the presi- 
dent. All the arrests have been on charges 
of sedition or inciting to sedition, which 
under draconian presidential decrees 
signed at the close of martial law in 1981 
carry penalties of life imprisonment or 
death. 

Ver has been a longtime and trusted as- 
sociate of Marcos. Apart from being chief 
of staff, he is chief of the presidential sec- 
urity command; his son, Col Irwin Ver, is 
also an officer in thé command. Ver also 
remains head of all special commands 
such as military intelligence and joint 
commands such as the Aviation Security 











rent situation because Marcos needs to en- 
sure Ver's loyalty as a faithful bodyguard, 
while Ver needs to bolster Marcos as a 
powerful president to assure his continued 
special station. It appears that when Mar- 
cos is weakened by illness, Ver takes up 
the slack. 

Two other prominent figures in the se- 
curity establishment who have posed a 
possible threat to Ver's position, Defence 
Minister Juan Ponce Enrile and Philippine 
Constabulary commander and vice-chief 
of staff Lieut-Gen. Fidel Ramos, have had 
their wings clipped in the past three 
months. In a speech on the 82nd anniver- 
sary of the constabulary and eighth an- 
niversary of the Integrated National 
Police on August 1, Marcos defined more 
limited powers for the defence minister 
and Ramos, saying that only Ver had the 
power to initiate troop movements and to 
appoint officers. Marcos himself, as com- 
mander-in-chief, has final authority. 

However, Marcos' once supremely 
powerful grip on the course of events is 
slipping. His sometimes angry statements 
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Students demonstrate on campus in Manila: ‘revolutionary atmosphere.” 


Command, which was assigned to ensure 
Aquino's security at Manila airport, 
where the opposition leader was mur- 
dered. 


О popular scenario is that Mrs Mar- 
cos, who is thought to harbour ambi- 
tions to take over from her husband de- 
spite her recent announcement that she 
would not seek re-election to the National 
Assembly next year, would assume power 
after Marcos leaves the scene, with Ver 
giving her the necessary military backup. 
She is probably the only figure who would 
be able to guarantee Ver's position as head 
of the military as Ver has risen in the ranks 
through his loyalty to the Marcoses. Other 
observers view this partnership as unlikely 
to endure after Marcos, mainly because 
Washington, which has been critical of 
Mrs Marcos’ inability to project a credible 
image, would frown on such an alliance. 
For the time being, Ver is more likely to 
remain the power behind Marcos' threats, 





on national TV appear increasingly inef- 
fective. On September 28 he told the na- 
tion: *Rest assured that the routine of 
government continues even while the rad- 
icals try to create a revolutionary atmos- 
phere with anarchy, terrorism and murder 
and hooliganism or gangsterism. I repeat, 
this government continues to operate nor- 
mally." Yet few Filipinos, from top gov- 
ernment officials down to street vendors, 
believe that it is business as usual in Mala- 
canang Palace. Nor by any means is there 
general acceptance of Marcos' claim that 
the radical Left was responsible for 
Aquino's murder. 

Although there has still been no sub- 
stantial evidence to identify those who 
planned Aquino's death, there is still 
widespread suspicion, both in the Philip- 
pines and outside, that senior military fig- 
ures were involved, with or without Mar- 
cos' knowledge. And while few are pre- 
pared to point fingers of suspicion at 
Ramos, Enrile or other security chiefs, 
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as the re 
assigned to escort Aquino from the flight 
which had brought the exiled leader 
home, has done nothing to shift the spot- 
light from himself as a prime suspect. 
The government has tried to boost the 
official theory that the Communist Party 
of the Philippines (CPP) was behind the 
murder by producing a new witness, who 
received wide publicity through a govern- 
ment hand-out to the compliant local 
press. The man, Rosendo Cawigan, is al- 
leged to have told government inves- 
tigators that the CPP ordered Aquino's 
execution and that the alleged assassin, 
Rolando Galman, who was shot down by 
security men seconds after Aquino was 
killed by a single bullet, was himself a 
communist guerilla. 


Cer said he had been Aquino’s 
bodyguard for 16 years until Aquino’s 
arrest when Marcos declared martial lawin 
1972, and had then become a government 
agent. But he claimed he also kept con- 
tacts with the CPP and its military arm, the 
New People’s Army. He reportedly told 
investigators that this was how he knew 
that Rodolfo Salas, chairman of the CPP, 
ordered Aquino’s assassination. Aquino’s 
widow, Corazon, said she did not believe 
the story and pointed out that Cawigan 
had worked for her husband for only three 
years, in 1969-72. Aquino’s brother, 
Agapito, described the allegation as “a lie 
to cover another lie.” 

All the conflicting claims about the cir- 
cumstances of Aquino’s death, with the 
government claiming it has six witnesses 
to show that Galman was the assassin and 
the opposition saying it has 11 witnesses to 
prove that the military was responsible, 
makes it difficult for the already-buffeted 
official commission of investigation to do 
a credible job. 

Commission chairman Chief Justice 
Enrique Fernando recently resigned be- 
fore the commission had even held its first 
hearing, saying that his position with the 
Supreme Court made it difficult to carry 
out his task. He was replaced by a member 
of the National Assembly, constitutional 
lawyer Arturo Tolentino, who is a 
member of Marcos’ Kilusang Bagong 
Lipunan party. 

All this does little for Marcos’ credibil- 
ity in his hour of need, with rallies continu- 
ing not only in Manila but in other cities 
such as Cebu, Davao and Cagayan de 
Oro, all calling for his resignation and a re- 
turn of democracy, freedom and truth. 

Marcos can be thankful that he has a 
comparatively peace-loving population 
which, however intense their anti-Marcos 
feelings may be, is intent on avoiding vio- 
lence — at least, for the moment. Opposi- 
tion leaders also seem perplexed in their 
search for unity and an effective way of 
dislodging Marcos. The most significant 
activity appears to be within the govern- 
ment itself, where one insider said a state 
of “attritional warfare” exists within the 
cabinet as the military gains more influ- 
ence over the functioning of a weakened 
presidency. 
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Musa warns of attacks on the monarchy — following the 
passing of a bill designed to curb the king’s powers 


By K. Das 

Kuala Lumpur: A former cabinet minis- 
ter and veteran of Malaysia’s major politi- 
cal party, the United Malays National Or- 
ganisation, Datuk Senu Abdul Rahman, 
has taken Prime Minister Datuk Seri 
Mahathir Mohamiad to task for the hasty 
manner in which the federal constitution 
was recently amended. Senu, who was in- 
formation minister in 1964-69, wrote an 
open letter to Mahathir on October 3 
warning: “Any government which allows 
its constitution to be amended and 
changed at will without . . . understanding 
the spirit and objective which motivated 





the founders, must count on a stormy fu- 
ture and deadly sacrifices . . .” 

Such rhetoric might have been ignored 
but for the fact that only the day before 
Deputy Prime Minister (and Home Minis- 
ter) Datuk Musa Hitam had warned that 
radical Muslim republicans in the country 
were gaining support and were planning to 
overthrow the system of government. 
Musa warned that unless they were stop- 
ped the nation's constitutional monarchy 
would be in jeopardy. 

At a meeting in Negri Sembilan state, 
Musa disclosed that seven Malaysian Mus- 
lims, who were arrested recently in Saudi 
Arabia and then deported, were part of a 
small group of people who were working 
towards setting up an Islamic republic in 
Malaysia. He said that the group was in- 
fluenced by leaders of a "foreign repub- 
lic," who said that the monarchy was in- 
compatible with Islam. He did not identify 
the country, but is known to have been 
thinking of Iran. 


He said that among the group of people 
who sought the creation of an Islamic re- 
public were leaders and members of an 
opposition political party, several govern- 
ment officers, people from the privatesec- 














tor, a few academics and former armed _ 


forces officers. 
Senu's spirited defence of the country's 


constitutional monarchy came almost two. _ 


months after parliament passed a bill mak- 


ing royal assent to bills superfluous. — 


Under the new law, if the Yang di Pertuan 
Agung (King) does not sign a bill, it au- 


tomatically becomes a law after 15 days of _ 


its passage through both houses 
of parliament. However, the 


signing the controversial bill, 


moment. 


establishment figures. But the 
thrust of his argument was sur- 
prisingly narrow, because having 
said that the Muslim radical 


munist threat (which in Malaysia 
has often been a convenient 
bogey), he spoke at length on the 


tor of the royal houses. 

The irony of a senior govern- 
ment official taking such a stand 
so soon after the constitutional 
amendments was not lost on any- 
one, and the obvious question to 
arise was why Musa has taken 
such a position. According to Kamarud- 
din Noor, head of the Malaysian Muslim 
youth movement, Abim, which has long 
been seen as a Muslim fundamentalist or- 
ganisation, there were at least three 
reasons for Musa's speech: 


» To give à direct and unmistakable mes- 


sage to Iran that its export of revolution | 
was resented. 

» To give Malaysian radicals and ex- 

tremists a direct warning that if they did 
not change, the government would act. — 
» To indicate to the sultans where their 

salvation lay. 


With the radicals preaching revolution, - 


the message to the sultans was the lesson 
of Iran, especially given the fact that 
Iranians had visited Malaysia preachin 
change. Kamaruddin Noor also роб 


ош that Musa made it absolutely clear that _ 


the anti-monarchists were not just Muslim - 
radicals — and it was obvious that he saw _ 
some members of Pas in this light — but 


came from several other more trusted “es- _ 
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agung has so far refrained from _ 


making it a dead letter for the ` 


M: warning about radi- 

cals, republicans and. re- ~ 
volutionaries came as a shock, - 
particularly since they included _ 


threat could supplant the com- ~ 


role of government as a protec- ~ 
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tablishment” groups. The reference to ex- 


armed forces personnel was particularly 
disturbing since the sultans have close per- 
sonal relationships with armed forces 
commanders. The REVIEW has learned, 
however, that Muslim fanatics have been 
weeded out of the army and navy. A good 
number of military men were demobilised 
— ostensibly on such grounds as poor 
physical fitness, but in fact because of sus- 
Picions about possible religious fanati- 
cism. However, these were men at middle 
and lower command levels. 


Anees view is that Musa is identifying 
himself with the sultans at a time when 
they are deeply disillusioned with the gov- 
ernment of Mahathir. It is pointed out that 
Musa made his speech in the home state of 
the Deputy Yang di Pertuan Agung, at a 
time when the agung was showing no incli- 
nation to sign the controversial amend- 
ment bill. In theory, if the agung does not 
sign any bill for any reason, his deputy 
could be requested to do so. But the de- 
puty was not in the state at that time, and 
the gesture on Musa's part may have been 
symbolic. It has also been noted that 
though Musa had been in office as deputy 
prime minister since July 1981, he has not 
yet called on all the state rulers, but he 
suddenly called on the Sultan of Perak 
only a few days before his speech in Negri 
Sembilan. 

Some analysts believe that Mahathir 
and Musa did not expect the kind of op- 
position to the amendment bill they have 
run into from the sultans. It is also 
suggested that a number of cabinet minis- 
ters whose futures in the Mahathir admin- 
istration look very poor persuaded the sul- 
tans to oppose the bill and that they in turn 
persuaded the agung to withhold royal as- 
sent, at least for the time being. These 
ministers, it is now believed, will be axed 
at the next cabinet change, immediately 
after the constitutional problems are sol- 
ved, or when the agung steps down in 
April. 

Although Senu has said that his decision 
to take action was his own, the common 
belief is that he has considerable support 
not only in the cabinet but also among the 
royal houses. It was also obvious that he 
had taken legal counsel before writing the 
letter. 

Presenting his case just a week before 
the scheduled conference of rulers in Kota 
Kinabalu, Sabah, Senu, obviously aware 
that the recalcitrance of some rulers was 
the reason for the new legislation, said: 
“What should be well understood is that 
the founders of our constitution have em- 
phasised that the conference of rulers it- 
self is given the responsibility to settle 
whatever problems which may arise from 
among the rulers themselves. In this way, 
any individual problems of the ruler could 
be solved by the rulers themselves." 

There is little doubt that Senu's letter 
will cause some ripples if its contents be- 
come well known. But at government re- 
quest, the local press have not reported a 
press conference on the subject by Senu — 
which may succeed in keeping the issue 
under wraps. 
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Weinberger's bouquet 


China-US ties acquire a new lustre while the dispute 
over Taiwan seems to recede — for the time being 


By David Bonavia 

Peking: United States Defence Secretary 
Caspar Weinberger left Peking after his 
talks with Chinese leaders late in Sep- 
tember with the air of someone who has 
been given a rose-garden without having 
previously been promised one. On top of 
successful negotiations on arms sales and 
technology transfer, the US official had 
clinched a presidential visit to China for 
next April following a visit to the US by 
Premier Zhao Ziyang. 

Weinberger was able to give a more up- 
beat account of his negotiations here than 
any of his colleagues over the past couple 
of years. He had much more to show for 
his few days in Peking than Secretary of 
State George Shultz or Commerce Secret- 
ary Malcolm Baldrige, both of whom had 
the unhappy task of trying to explain Pre- 
sident Ronald Reagan's China policy to 
the Peking leadership headed. by elder 
statesman Deng Xiaoping. 

In effect, the Chinese — who a month 
or two ago were saying privately that there 
could be no progress in US-Chinese rela- 
tions while Reagan was president — have 
now thrown him the biggest bouquet they 
have, and may have increased his chances 
of re-election. 

Chinese official photographs showed 
Deng looking exceptionally relaxed and 
amiable in his talks with Weinberger, and 
with good reason: the defence secretary's 
visit had enabled Deng at one stroke to si- 
lence internal criticism of his policy to- 
wards the US, reap the kudos of a forth- 
coming visit by Reagan, and give the polit- 
ically truculent People's Liberation Army 
some pacifiers in the form of new and ad- 
vanced military hardware. 

Nonetheless, the main issue — as China 
professes to see it — remains no closer to a 








solution. Taiwan, Deng told Weinberger, 
would remain the biggest obstacle to 
further improvement of US-China rela- 
tions. But then Peking views Taiwan as a 
problem which may take decades, even 
centuries, to solve. The main thing for any 
Chinese leader is to show that it is close to 
his heart. 

The impression persists that Deng and 
his men are sufficiently pleased with the 
deal they have made over US military, 
non-military and dual-use technology that 
they are prepared to put Taiwan on the 
back burner for the time being. Even with 
the issue over Pan Am's landing rights 
looming — the US airline has opened a 
service to Taipei much more profitable 
than its present flights to Peking — no- 
thing was allowed to get in the way of the 
technology agreement. 

Cynics would say this made nonsense of 
China's insistence that it would never be 
"bought off" over its opposition to US 
arms sales to Taiwan by similar sales to it- 
self. The fact remains that Peking's reac- 
tion to Washington's July announcement 
of plans to sell US$530 million worth of 
arms to Taiwan was surprisingly muted. 
When the chips are down, it seems, US 
technology is the top issue for China, the 
biggest carrot there is, even at a time when 
Peking has been at least ostensibly mend- 
ing fences with the Soviet Union and its 
Warsaw Pact allies. 

Perhaps that was the real meaning of 
the deal. In times of sharp confrontation 
between China arid the Soviet Union, the 
US could be expected to come across with 
some military technology if only to main- 
tain the triangular balance on which the 
peace of the world has depended for the 
past decade. But to get the Americans to 


OCTOBER 13, 1983 e FAR EASTERN ECONOMIC REVIEW 


















í ck — at a time of 
growing Sino-Soviet cordiality, may be ac- 
counted a real and lasting achievement for 
Deng and his diplomats. 

Weinberger understandably would not 
go into details of China's list of require- 
ments now approved or likely to Бе ap- 
proved by the Pentagon. For one who 
originally had been strongly opposed to 
such sales, and overruled by Reagan 
on the insistence of the State Department. 
he looked extremely pleased with the re- 


sults of the talks. 
T: original list of China's requirements 

-presented’in 1981 had changed con- 

siderably in the meantime, he said. The 
main thrust. of the Chinese buying pro- 
gramme, apart from defensive missiles, is 
in.electron guidance systems, com- 
puters, tracking equipment and communi- 
cations gear. These are the areas in which 
the Chinese armed forces can make the 
biggest improvements at the least cost, 
апа with the least training effort. 

Informed sources say about 75% of 
China's present shopping list has been ap- 
proved, and there is hope for some of the 
remaining items, which will be the subject 
of detailed talks between Chinese and US 
military experts in coming months. The 
sources, however, rule out the possibility 
of the US selling one.or just a few models 
of high-technology items for China to 
analyse and perhaps try to copy. 

If there is to be Chinese production of 
US-designed items, it will have to be 
under strict licence, after China has 
bought a sufficient quantity of equipment 
to show its good faith. And it was firmly 
understood, Weinberger said, that there 
would. be no Chinese re-export of US 
arms. 

The forthcoming deals will be China's 
first known arms purchases from a West- 
ern country since the founding of the 
people's republic, but Weinberger was at 


pains to make it clear that they do not indi- 
cate that China is in any sort of military 
alliance with the US. Technology transfer 


and friendly contacts are one thing; 


mutual defence commitments of a binding 1 
nature are another. 

Nor has China changed its "principled 7 rz. НМ IANS 
stand” of the past few years which cites the | 


US as a superpower responsible for a good 
deal of the trouble in the world. By con- 
trast with the mid-1970s, when the US 
seemed to be China's darling and almost 
incapable of doing wrong, the Peking 





By Ted Morello A | 

New York: Vanuatu's Premier Walter | cung with 

Lini is for peace. So are the leaders of | agenda, documentation or prepared 

Sierra Leone, Bulgaria, Hungary, Cape | speeches, that the proceedings would. go 
| \ 
| 






Verde. and others of like rank who went | unrecorded and that there would be 
behind closed doors to say as much during | final declaration, plan of action or sum 
a two-day mini-summit here. | mary statement. And they were at pains! 
But in one respect, Lini was a man | caution against any expectation that.an 
apart. He was the only Asia-Pacific guest | thing substantive would emerge. Event 
at the heavily unattended “get-together.” | official designation of the assemblage as 
which was convened at United Nations | gathering or get-together was intended 
headquarters at the invitation of Indian | indicate its informal character. 
Prime Minister Indira Gandhi, Other- | ‘rationale was that since nothing was 
wise, as near as observers could determine | mised. nothing could be expected., 
from a perpetual round of Indian press | But the exercise was doomed from 
briefings, Lini’s contribution to the treas- | beginning. As Asian diplomats explain 
шту of platitudes was no greater nor less | it, Mrs Gandhi — to exalt her im 
than that of his fellows. | domestically and internationally — in 
From the time Mrs Gandhi, as head of | sisted on including in the March summi 
the non-aligned movement, rammed | declaration and the accompanying “I 
through the New. Delhi summit confer- | Delhi Message,” a call to all heads of: 
ence in March her proposal for a top-level | and government to convene in New Yo 
meeting at the UN during the current UN | during the opening of the general assem 
General Assembly session, there has been Му session. The focus of the get-toge 
scepticism about the rationale, purpose, | was to be the North-South economi 
structure and ultimate value of a mini- | dialogue. disarmament and, of course 
summit. It remained undispelled even | peace. 
after Mrs.Gandhi ended a half-hour sum- 
ming-üp press conference with a tart re- 
sponse to a suggestion that the non- 
aligned nations. and India specifically, 
were perhaps more even-handed towards | visits to Western capitals by compact: 
the East than towards the West. groups of non-aligned national leaders, 
At the outset, Indian diplomats had | could be at least as productive. Neverthe 
spread a safety net under the mini-sum- | less, Mrs Gandhi prevailed k 
mit. They had repeatedly emphasised that | went out to national leaders outside thi 











































































he proposal met a cool reception. F 
example, it was pointed out that as fai 
as economic persuasion was concerned 
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Nor are the large West European coun- 
tries in such favour any тоге: Britain was 
excoriated for its action in the Falklands 
and is again in bad odour over Hongkong, 
while France is criticised for its interven- 
tion in Chad. But when it comes to the 
really big picture in world affairs, the 
party that has the most and best weapons 
on offer must be China’s preferred inter- 
; Jecuter. үг 
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But the call failed to attract even India’s 
closest neighbours — allies in the South 
Asia Regional Cooperation (SARC) 
group. At first, President Zia-ul Haq of 
Pakistan. and, President Junius Jayewar- 
dene of Sri Lanka and the chief martial- 
law administratóf: of Bangladesh; Lieut- 
Сеп. Н. М. хад, ded favoura- 
bly. But one by one they 4 celled, 
perhaps a reflection of the uneasy situa- 
tion on the Subcontinent. Mrs Gandhi has 
come under fire in Pakistan over her appa- 
rent support for the Sindh rioters. There is 
anger in Sri Lanka over Indian reactions 
tO the Tamil-Sinhalese violence. And 
Bangladesh is irritated over the Assam 
fence, intended to seal off the illegal flow 
of Bangladeshi migrants to India. The 
leaders of the other SARC members — 
Nepal, Maldives and Bhutan — suddenly 
developed acute cases of prior commit- 
ments. 

The meetings were set for September 27 
and 29 to catch the maximum number of 
national leaders, some of whom were 
passing through New York quickly. Thus, 
French President François Mitterrand and 
Austrian Chancellor Fred Sinowatz were 
present for the first session but not the sec- 
ond. Canadian Prime Minister Pierre 
Trudeau, Finnish President Майпо 
Koivisto and Prime Minister Olof Palme 
of Sweden were at the second session 
only, and Morocco's King Hassan popped 
in but left after an hour. 

Some of the big ones got away. Al- 
though he was at the UN to address the 
assembly on September 29, Egyptian Pre- 
sident Mohamed Hosni Mubarak pleaded 


|. а more pressing engagement. British 


Prime Minister Margaret Thatcher met 
Mrs Gandhi face to face, but stayed clear 
of the mini-summit. So did United States 
President Ronald Reagan, who adroitly 
arranged his schedule so that he returned 
to Washington the day before the first 
meeting and immediately after a general 


| assembly speech in which he remarked on 


the movement's tilt towards what he 


_ termed "pseudo non-alignment." He said 


then: “Client governments of the Soviet 
Union, who have long since lost their in- 
dependence, have flocked into the non- 
aligned movement, and once inside have 
worked against its true purpose." 
However, according to an Indian 
spokesman, when Mrs Gandhi called on 
Reagan at his Waldorf Towers suite, he 
was "cordial and friendly" during a 15- 


. minute meeting alone with the prime 


minister and a 25-minute meeting in the 
nce of their staffs, headed by Indian 
ernal Affairs Minister P. V. Narasimha 
Rao and US Secretary of State George 


Shultz. Furthermore, the spokesman said, 


the president told Mrs Gandhi that his 
resence at the UN was an expression of 
is support for her mini-summit initiative. 
There were other tributes to Mrs Gan- 
dhi. In his annual report to the general as- 
sembly on September 12, Secretary-Gen- 
eral Javier Perez de Cuellar referred to the 
forthcoming get-together as “а source of 










esh c ecti look a 
problems of the day.” 
A week later, in a speech saluting the 
non-aligned movement's 22nd anniver- 
sary, he praised it as “wise and timely.” At 
the end of the two days of meetings, the 
secretary-general said he was “deeply 
gratified" that the participants had stress- 
ed the need to strengthen the UN. There 
were references in some general assembly 
speeches to the mini-summit. 

Indonesian Foreign Minister Mochtar 
Kusumaatmadja — President Suharto was 
among the many absent — said the infor- 
mal meetings provided “a unique focal 
point where at least the beginnings of a 
concerted global approach to the prob- 
lems of peace and peaceful coexistence, 
disarmanent and development could be 
fashioned." Mubarak predicted they 
would "generate a new momentum for the 
North-South dialogue" but neglected to 
explain why he failed to attend such a 
landmark event. 

But among some Third World delega- 
tions, there were mutterings of resent- 
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Mrs Gandhi at UN: high profile, low turnout. 


ment that Mrs Gandhi's highly visible ac- 
tivities were diverting attention from the 
head-of-delegation speeches being de- 
livered simultaneously by foreign minis- 
ters and ambassadors in the General As- 
sembly Hall, two floors up from the mini- 
summiteers' conference room. For many 
of the speakers, their opening-of-session 
addresses provide the widest exposure 
their government's policies are likely to 
enjoy. 


more serious complaint focused on the 

invitation list. Repeated efforts to pin 
down Indian spokesmen on the criteria for 
inviting heads of state or government 
drew confused and often contradictory re- 
plies. The admission that Prince Norodom 
Sihanouk, president of the UN-recog- 
nised Democratic Kampuchea coalition, 
did not receive an invitation was accom- 
panied by the explanation that the regime 
was not a member of the non-aligned 
movement. Later, an Indian Foreign 
Ministry spokesman said that only na- 
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It was explained that South Korean Pre- 
sident Chun Doo Hwan was not on the list 
because his government has only observer 
status and not full membership in the UN. 
However, it was reported that Switzer- 
land, which has identical UN standing, did 
get a call to attend. And for reasons that 
Indian spokesmen were unable to explain, 
neither Israel nor South Africa was invited 
— almost certainly because of Arab-in- 
spired objections to the former and black 
African objections to the latter. 

The epilogue to the mini-summit came 
the day after the final meeting, when Mrs 
Gandhi was the luncheon guest of the UN 
Correspondents Association. The ques- 
tion-and-answer period started amicably 
enough. Asked by the association's presi- 
dent, Chaudri Iftikhar Ali of the As- 
sociated Press of Pakistan, to assess the 
mini-summit, she replied that it was "a 
worthwhile exercise" and added: "This 
dialogue should continue." 

She disclaimed any expectation that the 
meetings would achieve dramatic break- 
throughs or, indeed, any results at all. But 
of the fiscal aspect of the discussions, she 
said the conferees focused on how to make 
international financial institutions, nota- 
bly the World Bank and the International 
Monetary Fund, “тоге effective in meet- 
ing the challenges of today's world, which 
has changed very much since the institu- 
tions were set up 40 years ago." 

But she grew defensive when asked 
about her remark at the New Delhi sum- 
mit that she had put the non-aligned 
movement ^back on track" after Cuban 
President Fidel Castro, her predecessor as 
chairman, had tilted it towards Moscow. 
She denied she had used the expression 
and attributed it to journalistic misquota- 
tion. 

"I promised I would stay on the rails and 
go fast,” she said. “I think it is unfair to say 
it got off the rails, because the movement 
has a very large membership and we do 
things by consensus.” More pointedly, she 
said that if Cuba is “aligned with one bloc, 
one could argue that other countries are 
close to another bloc.” 

But it was a question about India’s tepid 
public reaction to the Soviet military occu- 
pation of Afghanistan that struck sparks. 
In her speech to the general assembly, she 
had expressed support for the Palestine 
Liberation Organisation’s “valiant efforts 
to secure its legitimate rights” and had 
added: “The occupation of the land of 
others will not guarantee Israel's sec- , 
urity.” Yet without mentioning the Soviet 
Union, she passed over Afghanistan as a 
“complex situation” that must take into 
consideration “the concerns of all the in- 
volved parties.” 

Asked at the lunch why she shied away 
from the words “occupation” and “aggres- 
sion" in relation to Afghanistan, she re- 
plied angrily: "We.don't believe in double 
standards. | refuse to use certain words 
about Afghanistan when the same situa- 
tion or nearly the same situation exists in 
various parts of the world.” [г] 
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The customs and traditions that make Thai culture so unique date back o 





At Thai International we're pleased to say that nothing has changed. ў 
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An important word from ІВМ. 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 

But more important, it’s likely that one of them is a perfect 
fit for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses Петера 
can use them to prosper today and plan 
for tomorrow. Large companies can 
use them to help a key person 
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Small. 


or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
give you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, we've thought a lot about you. 
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"l've put you on Sabena" 


They believe that travel should 
still be a pleasure 






Naturally, pleasant travel means travel with- 
out stress. As well as being at the crossroads 
of Europe, Brussels National Airport is one of 
the most compact and hassle-free you can 
find. And you'll discover that most of Sabena's 
aircraft to their more than 30 destinations in 
Europe have been made roomier. While to 
make your journey even more pleasant, extra 
attention has been paid to food and refresh- 
ments on all flights lasting more than an hour. ; 
Unlike most other airlines, Sabena still offer the details about Sabena's 
First Class within Europe for passengers who worldwide network. 


demand to be cossetted by the airline which 
know what pleasure is about. SABENA 





35 Impact - FCB Belgium 






SMM 1 









..and your travel agent, secre- 
tary or Sabena office has all 
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COVER STORY mes AVIATION 
A simple navigational error may be the key to the Sakhalin shooting 


On course for disaster 


By Michael Westlake 


Hongkong: Further analysis of events 
surrounding the slaughter of 269 people 
aboard the Korean Air Lines Boeing 747 
shot down by a Soviet fighter near Sakha- 
lin Island on September 1 reveals several 
points which have not been addressed — 
at least in public — by either the Soviet 
Union or the United States. Among them 
are that KE 007 was almost certainly off 
course from shortly after it left the coast of 
Alaska, and that its captain probably had 
realised it was off course about 15 minutes 
before it was shot down. And a paucity of 
facts surrounding the presence of a US 
RC135 reconnaissance aircraft near the 
airliner's route not long before the fighter 
attack lends strength to one aspect of Mos- 
cow's arguments: that the airliner may 
well have been mistaken for the RC135, 
becoming а victim of the con- 
tinuing cold war — though as 
an innocent bystander, not an 
active participant in а spying 
mission as the Soviets maintain. 

US presidential spokesman 
Larry Speakes has stated that 
“incontrovertible evidence” 
exists which proves that the 
Soviets knew they were dealing 
with an airliner, though none 
has yet been produced. Others 
have spoken of evidence 
gained by “plumbing the 
depths" of US intelligence- 
gathering capabilities, but do 
not want to compromise these 
capabilities by producing the 
evidence. 

Much of the US case pre- 
sented publicly rests on the 
transcripts of tapes gleaned by 
radio listening posts in Japan of 
Soviet fighter pilots speaking to each 
other and to their ground-based control- 
lers on Sakhalin. However, when re- 
moved from the emotive context in which 
they were used to bolster US arguments 
against the Soviet Union in the United Na- 
tions, these one-sided conversations (the 
controllers' questions, answers and orders 
apparently were not picked up) can be 
read in an entirely different way: without 
too much imagination being applied to the 
controllers’ blank parts of the tape, the 
fighter pilots' statements can be taken as 
indicating that they did indeed try — al- 
beit fleetingly — to attract the 747 cap- 
tain's attention, as the Soviets claimed. 

Previous attempts at explaining how the 
747 came to be off course, such as one 
suggesting that the captain was flying the 
so-called *great circle" course from some 
point along his original path to Seoul 
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(REVIEW, Sept. 22), have all relied on the | longer be systematic and would require a 


pilots in some way misprogramming their 
inertial navigation system (INS) so that it 
took them about 300 miles north of their 
proper track without them knowing it. 
Superficially this is an attractive argument 
because mistakes have been made by 
pilots using an INS, including at least 
twice by other Asian airlines, fortunately 
with only embarrassment as the result. 
The Atlantic has been a particularly bad 
area for gross navigational errors. 

The INS, like any other computer or 
programmable system, will do exactly 
what it is told within the limits of its 
design. Thus, putting їп incorrect 
“waypoint” coordinates — the latitude 
and longitude of points on the route along 
which a pilot wishes to fly — will naturally 


: a smal Д but fatal error. 








result in an aircraft going off its desired 
track. Errors often also stem from misuse 
of the INS, even when correctly program- 
med. 


B: in the KAL case, the programming 
errors required to produce the result 
achieved are not only too many but also 
too different to be credible. It is possible 
to believe that even experienced airmen, 
such as Captain Chun Byong In and his 
first officer, might have fed in consistently 
incorrect latitudes and correct longitudes 
if, for instance, the computer-printed 
flight plan they were given in Anchorage 
(which was correct) had the coordinates of 
points printed misleadingly halfway be- 
tween each waypoint. But this only works 
until about halfway along the route, 
beyond which the errors necessary to put 
KE 007 on the wrong course would no 





type of mistake so different for each 
waypoint as to exceed the bounds of 
reason. 

One is therefore left seeking a single 
and more likely error which could have 
produced a large deviation from the in- 
tended track, yet which would not have 
stopped another indication of progress 
along the desired track from appearing 
normal. One strong candidate exists, not 
within the INS itself, but in positioning 
wrongly a circular, five-position switch 
which sets the automatic pilot into various 
optional modes of operation. From the 
left, and turning clockwise, these are: INS 
(which puts the INS in charge of naviga- 
tion); Heading (to make the aircraft hold a 
constant course, which can then be altered 
by the pilots at will); VOR/ 
LOC (which makes the aircraft 
fly towards a chosen radio 
beacon on a particular bearing 
selected separately by the 
pilots); ILS (coupling the au- 
tomatic pilot with the instru- 
ment-landing system) and 
Land (for automatic landing). 

To understand how this 
error could be made in prac- 
tice, it is necessary to look at 
the 747's route in some detail. 
The aircraft had flown from 
New York to Anchorage, 
Alaska, where the crew went 
off duty after reporting some 
problems with the radio equip- 
ment. Repairs were made, and 
a new crew led by Chun took 
over the aircraft for the trip to 
Seoul. The previous crew were 
aboard as passengers — a com- 
mon practice when there is no need for 
them to rest and then fly again. 

Before leaving Anchorage, the air- 
crafts three independent Litton Indus- 
tries LTN-72R INS units would have been 
programmed with the appropriate 
waypoints for the route assigned, known 
as R20 — the northernmost of the five 
northern Pacific air routes between Japan 
and the US, which runs close to and paral- 
lel with the edge of Soviet airspace for 
much of the last half of its path to Seoul. 
Charts for the route have the boundary 
clearly defined, plus a clear statement: 
“Warning — Aircraft infringing upon 
non-free flying territory may be fired on 
without warning.” 

The INS units can be programmed sepa- 
rately or from one unit's keyboard, ac- 
cording to the captain’s preference. Somz 
like to programme each unit (the third 
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machine js kept as a working and fully- 
informed spare) separately as a program- 
“ming check; others prefer to have the 
_ other pilot and the flight engineer both 
- check the coordinates being put in 
hrough only one machine, which then is 
_ made to programme the others. 

Finally the INS is aligned: its laser gyro- 
Scopes and accelerometers are command- 
— edto prepare for work and the system then 
alerts the pilots when it is ready for use. 
_ When coupled with the autopilot system, 
- the INS will fly the aircraft through a 
— maximum of nine programmable 
— Waypoints, with a warning light automati- 
- Cally switching on just before each 
- Waypoint is reached. However, the 

- waypoint alert light comes on when the 
_ aircraft has flown the appropriate distance 
- calculated by the INS, and if the automatic 

- pilot is not in the “INS” mode this will not 
| necessarily be when the aircraft is actually 
— at the waypoint, though the INS will al- 
— Ways be aware of the real position and will 
_ display it when directed to do so. 

й n leaving Anchorage, the KAL 747 

HU headed approximately west to a very 

- high frequency, omni-bearing range (VOR) 
navigational radio station at Bethel, 
- Alaska, from which it electronically re- 
- ceived magnetic bearing and distance in- 
ation to enable it to stay on the air- 
_ way. Radar coverage for civilian aircraft 
| leaving Anchorage extends for only about 
— 165 nautical miles. US air traffic control- 

- ters are known for being highly alert to air- 
craft wandering off airways, and given 
that they said they noticed nothing un- 
‘usual about flight 007's course it is reason- 

_ able to assume that the aircraft was on 
| track at this stage. 

— Tt was probably also: on course for at 
|. least part of the next segment of the route, 
. to waypoint Nabie, the first of several im- 

- aginary points over the Pacific. In each 
segment so far the pilot would have estab- 
lished the aircraft on its electronic path- 
way to or from the beacon, either in VOR 


. Tor 


mode or, more likely, with the aircraft's 
nose offset to compensate for any drift 
caused by the wind and with the automatic 
pilot in the Heading mode. In either case 
the pilots would monitor VOR indications 
to check their track and position, with the 
option of switching to INS mode at Bethel 
or Nabie. 

The first hint of anything unusual about 
KE 007's flight occurred when it was pass- 
ing Nabie, in the Bering Sea about 280 
nautical miles southwest of Bethel, when 
the radio problem first reported at An- 
chorage seems to have recurred, and con- 
tinued for much of the trip. It is tempting 
to conclude that the radio problem — with 
the short-range, very high frequency 
(VHF) equipment — caused a distraction 
in the cockpit as the crew tried vainly to re- 
port their passage over Nabie to Anchor- 
age, and thus possibly the automatic pilot 
was never put into the INS mode. Perhaps 
the crew failed to turn the switch. far 
enough or more likely they failed to turn it 
at all. 

It is important to remember at this stage 
that the course shown on the 747’s com- 
passes would not in itself have alarmed the 
pilots for two reasons: first, the wind 
(exact details of which have not been pub- 
licised, probably because other aircraft 
flying on or near R20 reported nothing un- 
usual about it), and secondly (and more 
importantly), magnetic variation, which 
changes from about 18 degrees east at 
Bethel through zero to about 9 degrees 
west near Sakhalin. This means that, ig- 
noring the wind for the moment, flying a 
compass course of 239 degrees produces a 
track over the ground of 257 degrees near 
Bethel and of 230 degrees near Sakhalin. 

The nominal compass course, after tak- 
ing variation into account but ignoring the 
wind, from Bethel to Nabic is given as 239 
degrees on the navigational chart issued 
by the US Federal Aviation Administra- 
tion, very close to the 240 degrees said to 
be the 747's course by the Soviet pilot who 
shot it down. This would mean that the 











| | it Ww $ Ü | ging 
slowly to take a more southerly direction 
as the variation changed from east to west. 
Bear in mind that the traekfrom Nabie to 
t Variation being applied, 
пр a constant course. 
hile, would be measur- ر‎ 
own and calculating. 
present position, an efficient electronic 
clerk which пате респ given the respon- 
sibility of navigation, but which continues 
to tell the pilot when certain distances re- 
quested of it have in fact been flown. The 
pilots would haye;taken the waypoint alert 
lights as indicating’, waypoints dutifully 
passed on the @ofrect track, and appa- 
rently found no reason to think that any- 
thing was amiss. 
“ГҮ, 
B: this time, if-not well before, the 
pilots might have been expected to 
notice at the very least the unchanged 
course on their compasses. The courses, 
taking variation into account as marked on 
their charts, change a few degrees at each 
waypoint. But the changes are small: for 
instance, from Nabie to Nukks the nomi- 
nal course marked is 237 degrees, and 
from Nukks to the next waypoint, Neeva, 
it is 236. With the wind from the northwest 
(which KE 007 later reported it to be), the 
few degrees offset into the wind would 
seem to make sense, or at least would not 
be so outrageous as to demand instant 
examination. 

Even so, the possibility that this or any 
other error could, undetected, lead KE 
007 so far off course for so long is unusual, 
to say the least. One possible mitigating 
factor is that the radio problems, at least 
with the VHF equipment, were continu- 
ing. KE 007 twice had to relay position re- 
ports to Anchorage via another KAL air- 
craft. nearby but heading the other way, 
once more on its high-frequency radio via 
a flight service centre at Anchorage and 
again via a United Airlines flight. 

Other factors which might help to ex- 
plain, but not excuse, any such oversight 
by the pilots include working through a 
long night, when alertness is at its lowest 
ebb, and that long over-water flights are 
boring — even for the technical crew. It is 
odd that their weather radar picture did 
not alert them of their predicament — 
there are islands along the route which can 
provide a useful position check. But with 
apparently no bad weather to worry about - 
except perhaps some lower-level clouds, 
and with nothing outside the windshield 
except blackness, fatigue and boredom 
could have become even more dangerous 
adversaries than usual. 

At Neeva came the final chance to use a 
VOR navigational station as a position 
check, some four hours after leaving An- 
chorage. The station, formerly regarded 
as unreliable but upgraded relatively re- 
cently, is on Shemya Island, on which 
there is also a US Air Force base, and is di- 
rectly under the centre of the five Pacific 
air routes. This should have given bearing 
and distance information to KE 007, 
which dutifully reported via another air- - 







is 244 degrees, 
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Hongkong Land 
does a truly 
excellent job of 
managing 
and maintaining 
the building.” 


Е. Toal. Senior Vice President. 


Chase Manhattan Bank. 


Founded in 1799. the Chase Manhettan Bank has assets of over US$79 bilion and operationg in 
more than 130 counties. Chase Manhattan provides а comprehensive range of financial services 
ta corporations, individuals, financial institutions and governments around the world. Chase's 
leadership as a fender and as a provider of a full complement of deposit, merchant banking, 
information, formgn exehange, cash management and money transfer pre ts and services has 
earned the Bank its teputavon as a word class Financial institutor 


Hongkong Land is possibly the world’s biggest landlord. it got there by offenng the 
best possible addresses and the highest standards of property management to в highly 
select clientele — among them 78 of the world's leading banks in Hong Kong. Some 
recent research into why some of Hong Kong's most successful companies chose, 
and sti choose to tent from Hongkong Land revealed some highly persuasive motives. 


Q.: Why is building management add maintenance so important to you? 


A.: Because we have our credit and marketing people here — and our treasury 
Operation — so we receive customers, and therefore the location of the building, 
its appearance and prestige are important to us 


О.: Why do you have to be in Central? 


A.: We felt it was necessary for the Bank to be in Central, close to many of out 
Customer locations and convenient for people to get to. Many of our customers 
are in Kowloon, and it's important that they, too, feel they can get here easily. 
Aiso, it's the feeling that you're part of Central, and you're visibly here. 


Q.* How would you describe Hongkong Land property 10 someone considering 
setting up an office in Hong Kong? 


А. Uwould say that if it is а Hongkong Land building it would be a good building, 
very well maintained, weli managed, with excellent security and a flexible and 
compatible landlord. In Hong Kong you pay for value, and we think we get 


excellent Value and prestige. 


Hongkong Land 


It pays to address yourself properly. 


The et aai Tower /Edinburgh Tower . Alexandra House, Prince's Building, Connaught Centre, Swin House. Windsor House, The Work Trade Centre, 
Bank of Canton Building, 9 ice House Street. in development. Exchange Square, The Hong рл AES SARR 
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ET that it had passed Neeva. It is possi- 


ble that if a bearing was obtained it was re- 

garded as being approximately correct, 

but that the distance information was dis- 
believed and discarded in favour of the 

INS waypoint alert light. There is no civi- 

lian radar station at Neeva to check on air- 

line traffic passing by. 

Nothing unusual was reported or 
noticed by anyone as KE 007, as far as 
anyone knew, flew from Neeva to Ninno 
and then on to waypoint Nippi, at which 
point it came under Japanese controllers’ 
authority. Although it was by this time 
over, or very close to, the eastern side of 
the Kamchatka peninsula, KE 007 re- 
Ee that it was at Nippi and expected to 

at Nokka, a waypoint east of Hok- 
kaido, at 1826 Greenwich Mean Time 

(GMT). It also reported a northwesterly 

wind of 45 knots and that the aircraft had 

132,000 Ib of fuel remaining, plus a few 

other details. 

It is near this point of the flight that the 
E of the RC135, heading back to 

emya, comes into play. Its presence 
near KE 007 was reluctantly admitted by 
the US several days after 
ee disaster, and the 

viet military has made 
much of its own alleged 
confusion about which 
aircraft eventually 
headed towards Shemya 
- as the other — which, ac- 
cording to the Soviets, 
they had been watching 
with interest for some time — headed to- 
wards Kamchatka. 

The Soviets said later that the RC135 
had performed various manoeuvres 
around the 747, and had accompanied it 
| for part of the way. The US said that the 
— RC135 had never been closer than about 
_ 75 miles to the 747 — possibly true, be- 

= Cause the RC135 must have been well 
- Within Soviet airspace at that time, and if it 
—— saw the 747 as an unidentified blip on its 
. own radar it might not have wanted to go 
_ too close to what its crew might well have 
assumed was a large Soviet aircraft on a 
- perfectly reasonable course to Kamchatka 
- or Sakhalin. It is hard to understand how 
—— the RC135 crew could have been expected 

- to realise that what they were watching on 

r was in fact a KAL 747 off course. 
The initial reaction of the Soviets — 
- watching their radar screens on Kam- 

- chatka while a large, unidentified and ob- 
viously non-Soviet aircraft headed to- 
wards and then not just into Soviet 
| airspace but into and through airspace 
- over territorial waters and then land — 
_ must have been one of disbelief. Military 
probes on the fringes of radar range are 
old hat — the Soviets are used to those — 

_and other than registering mild annoyance 
І ‘at diplomatic level there is not much prac- 
| tical action that can be taken against such 
у E But a lone aircraft heading over 








































viet territory? It is easy to assume that 
the reason for the then botched attempts 
. at interception by fighters based in Kam- 
chatka was much passing of the problem 
up the line due to initial bewilderment. 
Such a theory might also lead one to 






verage of its Г 

East Asia, and even more so in fighter 
coverage. It also leads one to suspect that 
the final tragedy was almost inevitable, 
because to allow the intruder to pass 
through Soviet airspace without intercept- 
ing it and forcing it to land would invite se- 
vere disciplinary action against those di- 
rectly involved, as was reported to have 
happened after another KAL intrusion 
into Soviet airspace near Murmansk in 
1978. To allow an intruder to escape after 
ignoring signals from interceptors would 
have been unthinkable — if signals were 
indeed given. / 

This leads to another grey area, that of 
identification of the 747 by the Soviets. It 
is possible but hard to believe that Soviet 
ground-based air-defence radar systems 
are so deficient in signal-processing that 
they cannot identify an individual type of 
aircraft's radar "signature." It is also hard 
to believe that Soviet fighter pilots do not 
know the difference between a 747 and an 
RCI35. Daylight interceptions along the 
northern Pacific routes must surely have 
been practised, just as 
they are in Europe along 
Soviet bloc borders and 


Chinese fighters near airways passing 
Hainan island. Also, the Soviet pilot who 
appeared on Soviet TV, purported to be 
the man who shot down the 747, looked to 
be in his 40s, which is old by fighter-pilot 
standards, but would mean he was experi- 
enced. 

The conclusion from all these factors is 
that after Kamchatka it was irrelevant to 
the Soviets whether the intruder was a 747 
or not, and that its nationality was also not 
an issue. If it could not be stopped peace- 
fully, it had to be shot down, not because it 
might be a military threat, but because it 
would represent a totally unacceptable 
slap in the face to the entire Soviet air- 
defence system if it got away. 


Ti: final stage of the flight brings to 
light definite factual anomalies be- 
tween the US and Soviet versions of what 
happened. Taking the US version, namely 
the transcript of what the Soviet intercep- 
tor pilots are alleged to have said to their 
ground controllers, it is clear that the type 
of aircraft was in question. Throughout, 
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Warning to aircraft on chart; the SUT5 pilot: it had to be done. 


monly to describe the object of one's 
search or the blip on a radar screen. 

The transcript runs from about 30 
minutes before the 747 was shot down 
until about 20 minutes after, and deals 
with radio chatter from four fighters being 
directed by ground radar towards the air- 
liner. Chatter is the appropriate word: by 
Western standards, the Soviet pilots 
seemed incredibly talkative, giving vent to 
constant worries about fuel and distance 
to their bases. The aircraft which allegedly 
fired the missiles is designated No. 805 
which, according to the US, was a Sukhoi 
5015, but which some Japanese officials 
still argue was a MiG23. 

Fairly consistently Fighter 805, located 
behind the 747, gave the airliner's course 
as 240 degrees. On two distinct occasions, 
one 17 minutes and the other about six 
minutes before launching missiles, 805 de- 
liberately broke off his missiles’ radar 
"lock-on" to the 747 and manoeuvred 
closer to it, both times after unspecified 
commands from the ground. The second 
Occasion was in order to fire "cannon 
bursts," either past it or at it, while the 
first time could well have been to try — 
racing against time and distance — to at- 
tract the 747 pilots’ atten- 
s tion by flashing the fighter's 
own navigation lights. The 
Soviet pilot quite clearly 
stated that KE 007's naviga- 
tion and strobe lights were 
clearly visible. 

Leaving that aside, ear- 
lier in the transcript there is 
a definite statement that *it 
has turned." This brings to 
mind something in the So- 
viet military portrayal of 
events, in which a map 
showed the 747 as having 
turned right before reaching 
the coast of Sakhalin and 
then turning left again in a 
slow curve. It also showed 
the course from Kamchatka as a gentle 
curve towards the south. This is a matter 
which has not yet been publicly addressed 
by US experts. Allowing for a little artistic 
and dramatic licence on the part of the 
Soviet artists who prepared the map, a 
scenario in which the KAL pilots were 
very much "heads down" in the cockpit is 
easy to visualise. 

The turn could have been made for sev- 
eral reasons. First, if the Heading mode 
theory is correct, then the INS should 
have been close to giving a waypoint alert 
light for Nokka, east of Hokkaido, based 
on distance flown — albeit earlier than ex- 
pected, but without an accurate check of 
the wind this cannot be ruled out. When 
the light flashed, the next navigational 
move was to select VOR or Heading mode 
for a right turn towards a radio naviga- 
tional station such as that at Chitose, from 
where the 747 was due to make its way via 
various Japanese airways, using radio 
beacons, to Seoul. But the indications re- 
ceived by the pilots would be that the 
beacon was not to the right and moving to 
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the ahead position as the 747 turned; in- 
stead it would have been to the left — and 
the mode switch's wrong position should 
also have caused instant consternation. 

Secondly, and less likely, if the INS 
reached what was supposed to be Nokka, 
its ninth waypoint, without being disen- 
gaged or receiving further instructions, it 
would have turned the 747 back towards 
its first waypoint, Anchorage. It is doubt- 
ful that the pilots would have allowed this 
to happen, but it is just possible that they 
caught it in the turn and would have then 
selected VOR or Heading mode to head 
for the beacon, with the same consterna- 
tion applying when the switch and the sta- 
tion were found to be in the wrong posi- 
tions. 

Thirdly, one of the 747 pilots may have 
noticed Sakhalin's coast on the weather 
radar and assumed it to be Hokkaido, 
meaning a northerly error but less gross 
than the one they actually achieved. In 
this case a slight right turn to the beacon 
also would have been necessary. 


he first version is the most inviting. On 

finding things were not as they thought, 
both pilots would have been devoting 
their entire attention to the INS and other 
items in the cockpit, so that any attempts 
at signalling to them with lights or with 
cannon shells might have gone unnotic- 
ed. The natural instinct would be to re- 
turn to the original course rather than pos- 
sibly worsen the situation, while trying to 
establish where the aircraft was. And until 
the position is known or circumstances 
compelled a request for help, there was no 
reason to tell the outside world about what 
at that point was only an embarrassing 
problem. 

About 11 minutes before being hit, the 
747 requested the usual late-cruise al- 
titude change. As fuel is burned off, 
higher and more efficient altitudes can be 
flown to save fuel. Clearance came five 
minutes later. During the climb, Fighter 
805 noticed his target losing speed, which 
he at first mistook for his own aircraft 
gaining speed. It took him by surprise, and 
he overshot to one side of the 747. It was 
this manoeuvre in particular by KE 007 
which the Soviets later claimed was an 
evasive action, even claiming that the 747 
had put its wing flaps down to lose speed 
suddenly — an impossible feat because at 
cruising speed the flaps would have been 
torn off the wings while being extended. 

The last apparently normal communica- 
tion from the 747 came about three 
minutes before the missiles hit, in which 
the new altitude was confirmed as 
achieved. At about 1826 GMT Fighter 805 
launched what US officials have said were 
two AA3 Anab missiles, each with a 
warhead of 70 Ib of high explosive, of 
which one hit. 

The result of a missile hitting the 747 
can only be imagined, but the impact of 
the explosion, whether in an engine or in 
the fuselage, would have been devastat- 
ing. A missile burst would scatter frag- 
ments in all directions, possibly punctur- 
ing fuel tanks, shorting out bundles of 
electrical wiring and punching large holes 
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‘Se. с 747% pilots and flight engineer 

would have had no idea what had hap- 

. pened — first the blast, severe motion of 

— the aircraft, decompression of the cabin 

and some or all systems failing. leaving 

only battery power to illuminate many 

warning lights. Apparently still trying to 

cope with a navigation problem, trying to 

fly the aircraft or control its descent and 

—  donning an oxygen mask to be able to 

breathe, one of the pilots made a last des- 

| perate radio call to Tokyo about one min- 

| — ute after the blast. The call was described 

by Japanese officials as weak and incohe- 

rent, and it has taken considerable efforts 

` by Japanese experts using electronic-en- 

| hancement techniques and voice-pattern 

|. analysis to salvage a few parts of the mes- 

— sage: “KE 007 all engines . . . rapid de- 

E compression . . . one zero one . . . two 
E celta...” 

E The first parts are obvious — all engines 


+ 








L— no longer working and cabin pressure 
— - going or all gone. The rest continues to 
= puzzle the pundits, particularly those who 


| suspect that the 747 was; as the Soviets 
| claim, on or at least helping with a US in- 


ens x =. 
Since the tragedy, the arguments put 
forward by Moscow in favour of the “spy 
mission" theory have become increasingly 
convoluted and bizarre. The 747 had been 
owned by KAL for four years, having pre- 
viously been owned by the West German 
charter airline Condor. 

It was the 186th 747 built, and was a 
200B model. There is no provision in a 747 
for hidden cameras — which would re- 
quire easily detectable hatches or win- 
dows in the belly — or for radar-monitor- 
ing devices. Such gear in an aircraft which 
visits a large number of civilian airports in 
its normal commercial work, and which is 
liable to have the ground crews of many 
different nations wandering through it 
during turn-around checks, would be 
quickly detected, thus breaching security. 
Sheer practicality rules out this aspect of 
the Soviet arguments. 

The Soviet charge that if not on a spy 
mission, the 747 was at least being used as 
a "ferret" by the RC135 and possibly other 
US military aircraft it now says were 
around the area, is more interesting — 





Delta-wing 5015: giving meaning to a mysterious message. 





Er . telligence mission. The answer is probably 
— а more mundane one — 101 could have 
— been his fuel remaining (101,000 Ib). He 
— may have been making the point that he 
L— knew he was not out of fuel. “Two delta" 
— Could well have meant that he had finally 
А : 

—— Seen two of the Soviet fighters. 


ccording to Japanese radar analysts the 
5: wreck of KE 007 took 11-12 minutes to 
~ reach the sea, a descent rate of around 
| 3,000 ft a minute or 50 ft a second, thus 
е роо the awful wait the passengers 
- —had to endure before their deaths. 
— — Onthe transcript, there is no mention of 
— апу fighter pilot having difficulty seeing 
the 747 or his colleagues — one even men- 
tions seeing one aircraft at 15 kms. After 
shooting the 747 down, there is some chat- 
ter about clouds below them hindering 
them in their attempts to follow the wreck 
down, but otherwise clouds seem to have 
been absent. 
With the moon around a quarter- to 
half-illuminated to the southeast, how dif- 
| ficult would it have been to identify the 
747 as an airliner instead of an RCI35? 
Two groups of pilots presented this corres- 
|... pondent with totally opposing views; one 
E group (military, but not fighter pilots) say- 
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particularly the accusation that KE 007's 
departure from Anchorage was delayed 
40 minutes so that its passage over some 
Soviet bases would coincide with a US in- 
telligence-gathering satellite passing over 
the area. What the satellite was supposed 
to see which it does not already observe 
during Soviet readiness exercises and reg- 
ular Soviet flights was not mentioned. 
This last accusation is interesting not so 
much in itself but because it seems to indi- 
cate that, if the Soviets were so sensitive 


| about such a possibility and if the US was 


hard at work monitoring and ferreting in 
the area, the Soviets may have been in- 
volved in something very sensitive such as 
à missile test. 

To look at it from the Soviet point or 
view: close to a known US military aircraft 
under observation appears a larger, un- 
identified blip. Obviously not Soviet and 
apparently heading towards sensitive mili- 
tary areas, its behaviour is decidedly 
alarming. It is on its own, with no appa- 
rent fighter cover. Soviet airliners are 
sometimes equipped with camera equip- 
ment and frequently "stray" over military 
bases in foreign countries, so it is not un- 
reasonable to assume that downstream 
Soviet military commanders believe other 
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ence, a good Soviet air-defence of- 
ficer may have believed that at best he was 
watching an airliner on a covert “ассїйеп- 
tal” off-course spy mission, and at worst a 
deliberate, blatant military test of his 
country’s defences. Attempts — ineffi- 
cient ones at first over Kamchatka — to 
meet the intruder and force it down fail, 
and the Soviet interceptors only just catch 
up with the KAL airliner over Sakhalin. It 
must be stopped in one way or another be- 
fore it leaves Soviet airspace, otherwise 
the Soviet air-defence system will become 
a joke to the officer's own men, as well as 
to the outside world. This is still a 
paranoid point of view, but it is perhaps 
more understandable, though still not ex- 
cusable, to outsiders. 





M general points which have emerg- 
ed since the tragedy include ques- 
tions about the wisdom of flying on a route 
which passes only 17 miles from “un- 
friendly" airspace at its closest point. This 
overlooks the fact that the airways are 50 
miles wide to allow for some error and for 
small diversions around bad weather. In 
this particular case, R20 has now been 
closed while possible new procedures and 
waypoints are discussed. 

It also ignores that fact that other parts 
of the world have “shooting warnings” on 
charts covering Eastern Europe, sections 
of the Middle East and South Korea itself, 
partly because of adjacent North Korean 
airspace, but also because flying over the 
presidential Blue House in Seoul is forbid- 
den. One US airline's 747 was fired on by 
anti-aircraft guns when it strayed on its ap- 
proach to Seoul's Kimpo airport a few 
years ago. The shots missed, but whether 
they were fired at or merely near to the 
aircraft was not reported. 

It is to be hoped that, should the 747's 
black box flight recorder and cockpit voice 
recorder be recovered, they may shed 
some light on at least the last portion of 
the 747’s trip. But even if it is found, it is to 
be feared that, whether US or Soviet sear- 
chers recover it, there will then be a battle 
to prove that analysis of the recorders' 
contents is genuine. 

Japanese efforts to supply investigators 
with evidence have been prodigious , from 
copies of radio intercepts and radar re- 
cordings to voice analysis of the pilot's last 
message. Various accusations have been 
most unfairly levelled at their military 
radar-monitoring staff for not warning the 
747 that it was off course. There was no 
way they could have known: on their 
screens appeared a large blip attended by 
smaller blips, probably interpreted as a 
Soviet transport with a fighter escort. No 
one knew that a lost 747 was in the area be- 
cause no one knew it was lost at all. 

It is an interesting thought that, had the 
747 made good its exit from the Sakhalin 
area on its way southwards, it would have 
entered the Japanese air-defence identifi- 
cation zone, apparently a Soviet aircraft 
heading for Hokkaido. This would have 
given Japan's Self-Defence Forces the 
problem of what to do about it. 
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How to get 
3 or 4 planes for the 
price of one. 


More than 50 nations and 
airlines know that the Lockheed 
Hercules is unmatched as a 
cargo plane or military airlifter. 

But cargo is only one of its 
many capabilities. With the 
addition of photo systems, 
Hercules becomes a photo 


mapper/surveyor. Add other 
systems, and the Hercules cargo 
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search and rescue plane. Or a 
maritime patrol plane. 


It can become a Combi, carry- 
ing people and equipment. Add 
skis and frozen regions are 
home to Hercules. It also can 
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troop dropper. Or fire fighter. 
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When you choose Hercules 
you get a plane of many mis- 
sions. Getting more for your 
money is the way to keep bud. 
gets under control. Giving you 
more for your money is what 
Hercules does best. Contact - 
Director of International Sales 
Lockheed-Georgia Company, 
Zone 1, Marietta GA 30063, - 
U.S.A. Telex: 542642. 
Lockheed Mara. 
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A politician comes under fire from several directions 
for his remark that the nation is not a religious state 


By Susumu Awanohara 


Jakarta: A political leader's contention 
that Indonesia is a secular state has 
touched off a controversy which has raged 
for more than a month. Most commen- 
tators have criticised the claim made by 
the general chairman of the Indonesian 
Democratic Party (PDI), Sunawar 
Sukowati, but Sunawar and his political 
party — a product of a 1973 merger of sev- 
eral nationalist and Christian parties — 
have been surprisingly adamant in up- 
holding their position. The controversy 
reflects а heightened political tempera- 
ture here, resulting from the govern- 
ment's efforts to have all social organisa- 
tions, including religious ones, accept 
Pancasila, the state ideology, as their sole 
organising principle. 

Sunawar made his comments to PDI of- 
ficials shortly after President Suharto's In- 
dependence Day speech in mid-August. 
As had been expected, Pancasila — with 
its five tenets of belief in God, 
humanitarianism, national unity, democ- 
racy based on consensus and social justice 
— was among Suharto's major themes. In 
а passage which aroused rare applause, 
Suharto stressed: “Pancasila is not a reli- 
gion. Pancasila will not and cannot possi- 
bly replace religion. Pancasila will not be 
made into a religion. Nor can religion pos- 
sibly be made into Pancasila." 

Interpreting this and other passages 
from Suharto's speech, Sunawar told 
party officials that there was clearly a sep- 
aration of state and political power from 
religious authority and hence “PDI should 
have the courage to contend that In- 
donesia is a secular state." 

Reliable PDI sources told the REVIEW 
that Sunawar was stating his and his 
party's conviction. The sources denied 


- speculation that the contention was a slip 


of the tongue by Sunawar. The PDI leader 
was also mindful of the "historically back- 
ward-looking" opposition to Suharto's 
Pancasila as the single-principle policy 


mounted by some Muslims (REVIEW, | 


Aug. 11). He wanted to counter this by 


presenting a more forward-looking view- | 


point, the sources said. Although there 
may have been an element of defiance at 
the radical Muslims who still clamour for 
the emergence of an Islamic state, 
Sunawar was not flying a trial balloon to 
gauge the mood of the Muslim communi- 
ty, much less provoke it, the sources in- 
sisted. They added that their party leader 
was not aware that journalists were pre- 
sent at the PDI meeting. 

Whatever Sunawar's motive, his com- 
ment drew quick reactions from various 
quarters. Coordinating Minister for Social 
Welfare Alamsjah Ratu Perwiranegara, 
who was religious minister until March, 





was among the first to counter Sunawar, 
pointing out that the very existence of the 
Religious Ministry proved Sunawar's mis- 
take. 

The Muslim United Development Party 
(PPP) reacted too, stressing that In- 
donesia was a Pancasila state, not a secu- 
lar state. According to sources, the PPP 
was restrained in its response because it 
saw provocation in Sunawar's contention. 
An old nationalist and now adviser to 
Suharto on Pancasila, Ruslan Abdulgani, 
commented that he failed to see secularist 
tendencies in Suharto's speech, and the 
dominant government-backed political or- 
ganisation, Golkar, stressed the differ- 








ment. Otherwise, he 
troneous and dangerous 
statement would invite negative reactions 
from other political groups. The armed 
forces representatives in parliament sup- 
ported Amir Machmud, saying that the 
secular-state debate was confusing and 
could erode national unity and threaten 
security. They called for an immediate 
halt to the discussions. 

The speaker's demand also opened a 
new dimension in the debate. Many con- 
cerned, including members of the PDI and 
the PPPandeven Golkar, questioned whe- 
ther Amir Machmud had the authority to 
try to force a political party to withdraw a 
statement. 

After a meeting between Amir 
Machmud and PDI officials, including 
Sunawar, it was widely reported in the 
local press that Amir Machmud now 
understood and supported the PDI posi- 
tion. Several days later he read out a long, 
written statement denying such reports 
and presenting a more carefully worded 


Sunawar; Amir Machmud; a new dimension in the debate. 





ence between a secular state and the coun- 
try's Pancasila state. 


Fe a while it looked as though the debate 
might die down when Suharto inter- 
vened masterfully, criticising the use of 
foreign concepts and semantics in analys- 
ing principles of the Indonesian state. 
Suharto's dictum made sense to many In- 
donesians, who feel that the Pancasila- 
state concept is more than just a concoc- 
tion to placate or ward off the Muslims, 
who could see Pancasila as bringing Islam 
and the state closer together. Although 
Western constitutional law may classify 
Indonesia as a secular state, many Indone- 
sians believe that their Pancasila state falls 
somewhere between a theocratic state and 
a secular state, just as they are convinced 
that their army falls between the profes- 
sional and non-political armies of the 
West, and the politically ubiquitous and 
dominant armies of Latin America. 

But Speaker of Parliament . Amir 





position on why Indonesia was a non-secu- 
lar state. 

Recently, Yoga Sugama, head of the 
state intelligence agency, Bakin, told a 
parliamentary commission that the secu- 
lar-state controversy must be stopped so 
that it will not be exploited by extremist 
groups. On the same occasion Yoga men- 
tioned "some annoying reports of disag- 
reement" over the policy of Pancasila as 
the single principle. It is not clear whether 
the intelligence chief elaborated on these 
but the REVIEW understands that there 
was at least one incident in Jakarta re- 
cently in which a crowd attending a mos- 
que skirmished with police who tried to 
prevent the sale and distribution of docu- 
ments opposing the Pancasila policy. 
There are also reports that Muslims in 
another part of the country forced the can- 
cellation of a Buddhist ceremony. Yoga 
expressed his belief that the Pancasila po- 
licy will remain an issue for some time to 
come. 
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It's a fact of life that a re- 
finery designed for sweet crude 
cannot stomach sour. 

Your crude distillation units 
must accommodate high sulfur- 
bearing crude. Over the years, 
Foster Wheeler has designed and 
built 8 million bpsd of crude 
capacity, an amount almost equal 
to today’s total U.S. output. 

Desulfurization units must 
also be installed. Since completing 
our first residual desulfurization 
unit in 1962, we've built more 
than 30 high pressure (2,000 psi 
and above) HDS units and hydro- 
crackers. Our bottom-of-the-barrel 
experience is second to none. 


In addition, more hydrogen 
must be generated to feed the de- 
sulfurization units. Foster Wheeler 
has built more than 80 hydrogen 
installations, involving the full 
range of feedstock, hydrogen gen- 
eration and gas purification alter- 
natives. No one has installed more 
steam reforming capacity or has 
built more partial oxidation units. 

And to assure you optimum 
refinery performance with your 
sour crude, our unit pilot process- 
ing plants can verify designs, 
yields and product quality. On- 
going pilot units include distillation, 
visbreaking, thermal cracking 
delayed coking and deasphalting. 


The point is, with this wealth 
of experience available to you, a 
refinery designed for sweet crude . 
doesn't have to be a liability. It 
can be made to handle sour. 

In other words, we know how 
to turn a lemon into lemonade. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tix: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 Tlx: RS39292 


FOSTER f] WHEELER 


We can squeeze the sour out of 
the sourest crude. 
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First Class? 
No, Economy. 


It's simple. Book yourself on SAS 
First Business Class. 

We seat you in a spacious, restful 
cabin instead of behind a curtain. 

You can relax in a next-to-First 
Class chair instead of a Tourist Class 
seat. 

In our 747s, there are only 8 seats 
abreast. In our DC-10s, just 7. 

You get 38 inches of legroom in- 
stead of 34. 

You dine on china instead of plastic. 

You drink from a real glass instead 
of a plastic cup. 

You’re provided with electronic 
headphones instead of those old 
accoustic ones. 

You get everything except a sur- 
charge. The fare is normal economy. 
Period. 

According to an article in FORTUNE 
Magazine: “Surely the best business 
class service is provided by Scandina- 
vian Airlines? 

Try us the next time you fly to 
Europe. We offer you four weekly 
connections from Tokyo and three 
non-stops from Singapore/Bangkok. 
And friendly Copenhagen Airport 
gives you excellent connections to all 
of Europe. 


MII$AS$ 


The Businessman's Airline 
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NP300*NP400 





Place your originals on the marks. 
Pick up your completed sets. And 
go. That's the Canon full-system 
high-speed copying approach. 

Our options make our high- 
speed desktop copiers even faster. 
Connect an automatic document feeder 


rate of 30 per minute*, while the NP 
400 produces an astounding 40 per 
minute* more than many bulky con- 
soles. If you add our paper deck you can 
make 2,000 copies nonstop without refilling. 

Both the NP300 and NP400 do well what 
they do fast. The NP300 features reduction to 


and you can load in a stack of originals for auto- save on filing and mailing costs, while the NP400 
matic alignment on the copyboard. Then let the sorter gives you two reduction ratios and even enlargement. 
collate your copies into multi-page sets, ready for dis- Both are loaded with the kind of electronic sophisti- 
tribution. And all of this happens fast, because our cation that will get you across the finish line first with 
copiers are fast. The NP300 can turn out copies at a great-looking copies. -a4 size 


CANON INC “TOKYO, JAPAN For further information, please contact Tia 


Hong Kong Jardine Marketing Services Ltd. P.O, Box 30748 Tel. 5-8373888 India Chowgule Industries Pte., Ltd. Bombay Tel. 231182 Indonesia PT SAMAFITRO Jakarta Tel 356621 
Malaysia Guthrie Sendirian Bhd. (Guthrie Trading) Selangor Tel. 572115 Nepal Commercial Enterprise (P) Ltd. Р.О. Box 148 Kathmandu Tel. 21072 Pakistan Paramount Business Machines 
Ltd. Karachi Tel. 513830 Phillippines Datagraphics Inc. Р.О. Вох 1524 MCC Metro Manila Tel. 85-50-11 Singapore Canon Marketing Services Pte., Ltd Tel 273-5311 Sri Lanka 
Metropolitan Agencies Lid. Colombo Tel. 598706 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366, Ability Business Machines Co., Ltd. Taipei Tel. 5314335 Thailand FMA Corp., Ltd 
Bangkok Tel. 235-0156 American Samoa Micropac Systems Inc. P.O. Box 176 Pago Pago Tel. 633-4908 Australia Canon Copier Australia Pty.. Ltd. Melbourne Tel. 201331 Fiji Islands 
Pacific Mercantile Co., Ltd. P.O. Box 240 Suva Tel. 312-722 Guam The Town House P.O. Box 7 Agana Tel. 477-9721 Мем Caledonia Menard Freres Noumea Tel. 275222 New Zealand 
ORG Business Equipment, Р.О. Box 5409 Auckland Tel. 790-800 P О. Вох 6130 Wellington Tel. 845-724 P.O. Box 22-513 Christchurch Tel. 60-869 Papua New Guinea Burns Philp (PNG) LTD 
Р.О. Box 75 Port Moresby Tel. 229322 Solomon Harvest Pacific Ltd. Р.О. Box 517 Honiara Те! 131 Tahiti Morgan-Vernex Р.О. Box 449 Papeete Те! 2-03-09 Vanuatu Norman Bros 
(Overseas) Lid. P.O. Box 557 Port Vila Tel. 2232 
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SUPERIOR DE LUXE SCOTCH WHISKY 


John Haig & Co [td 


MARKINCH-SCOTLAND 


“Hong Kong тау never be seen 
from a more magnificent 


point of view.” Pa 
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Only one hotel rises from the very 
edge ofthe world's most spectacular 
harbour. 

The Regent. 

Inside, shimmering glass from floor 
to ceiling presents an unforgettable 
panoramic outlook. 

Truly an impressive location for 
Hong Kong's finest hotel. 


the 


A REGENT ®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. FIJI. COLOMBO. SYDNEY. MELBOURNE 
HAWAIL PUERTO RICO. ALBUQUERQUE 
NEW YORK. CHICAGO. WASHINGTON D.C 


HONG KONG 3-7211211, TELEX HX37134; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 


TRAVELLER'S TALES 


e THE American establishment has 
been giving voice recently to its frustra- 
tion with the United Nations. United 
States delegate Charles Lichtenstein 
suggested that the headquarters should 
move out of the US, and his boss, Am- 
bassador Jeane Kirkpatrick, added that 
the UN might meet for six months of the 
year in the US and the other six months 
in the Soviet Union. President Ronald 
Reagan denied that anyone was asking 
the UN to move, but confirmed that 
most people in the country would be 
quite happy to wave goodbye if the UN 
chose to leave. 

Back in the days of the Cultural Revo- 
lution, on July 20, 1967, when the mind- 
less violence and political extremism had 
spilled over into the normally apolitical 
streets of Hongkong and several years 
before Peking took over China's seat at 
the UN, this Traveller penned an edito- 
rial which began: 


Transfer the UN to Hongkong. At 
first, this may seem a crack-pot idea; 
certainly at the present moment in his- 
tory it is completely impracticable. But 
the benefits which would accrue . 
make it worth more than a peremptory 
dismissal. _ 

Obviously, the transfer of the United 
Nations headquarters to Hongkong 
would benefit the colony, solving the 
problems of its uncertain future at one 
stroke, and guaranteeing both an inter- 
national status and increased revenues. 
It would end what is likely to be a con- 
tinuing problem for Britain, painlessly 
removing another colonial territory 
from the books . . . 

President [Lyndon] Johnson's latest 
message to Peking expressing hopes 
that China will play a peaceful role in 
Asian development at least indicates a 
slight тоуе оп Washington's part to- 
wards a policy designed to bring China 
into the community of nations. The 
transfer of the UN to Hongkong might 
help Washington to get off the horns of 
its China dilemma, by making Peking's 
admission to the UN more palatable to 
the American electorate . . . As well as 
offering the US and China ап escape 
from their deadlock over the "China 
question," the transfer would indefi- 
nitely postpone an enormous political 
problem for Peking: the absorption of 
the free-booting four million [today 
more than five million] people of Hong- 
kong. 

It is not true that China is seeking iso- 
lation deliberately. Once she has got 
over the convulsion of the Cultural Re- 
volution which has lost her so many 
friends, she might find membership of a 
body in which nations frankly work to 
further their international influence 
and interests more attractive than be- 
fore — if, that is, she still retains her 
ambitions to lead the Third- World.* 
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The editorial was entitled “А Pipe- 

dream," but many of the forecasts and 
possibilities mentioned in it have since 
come true — while the problem of what 
happens.to Hongkong has become 
rather more intense. New Yorkers lash 
themselves into a fury about the 70,000- 
odd driving and parking violations which 
go unpunished because offenders can 
claim diplomatic immunity. Hongkong 
could bear that prospect with equanim- 
ity: the arrival of 158 delegations com- 
plete with their cars couldn't possibly 
worsen Hongkong's already chaotic, 
traffic-jammed streets. 
© MANY foreign diplomats in Peking 
are fed up with the present dean of the 
corps, the Vietnamese ambassador, 
especially those from countries having 
no relations with Vietnam. They comp- 
lain that he will do nothing to help them 
with their various representations to the 
Chinese authorities on matters of hous- 
ing and other common problems. To 
make it worse, the deputy dean is the 
Cuban ambassador, who is equally un- 
helpful to his colleagues outside the 
Soviet-dominated socialist countries. 
The disgruntled diplomats are hoping 
for the day when both the Vietnamese 
and the Cuban will be out of town, and 
the next in line, the Moroccan ambas- 
sador, will be acting dean. But the two 
socialist ambassadors seem to arrange 
things so that one of them is in Peking 
when the other is absent. Lawrence Dur- 
rell would surely love it. 
e THE extortion practised by China In- 
ternational Travel Service (CITS) on 
foreign visitors and tourists has long 
been a matter of comment, but the re- 
cent experience of a Western diplomat 
in Hongkong and China is hard to 
match. 

Trying to bóok hotel rooms in Shang- 
hai at the CITS Hongkong branch, he 
was told the booking fee was HK$105 
(US$12.80) *per head," and was asked 
how many heads there were in his fami- 
ly who were travelling with him. He told 
them: *Two adults, three children and 
two babies." Thereupon he was told it 
would cost him HK$735 to book airport- 
to-hotel taxis and hotel rooms in Shang- 
hai (of course not including the room 
rent) — though he only wanted two 
rooms, and could have managed with 
one or at the most two taxis. 

"Will you," he asked, *give me seven 
taxis at Shanghai Airport, since you 
charge me full fare per head?" Of 
course, the answer was no. He refused to 
рау, and in the end managed to get one 
taxi to take him and his family from the 
airport to a hotel in Shanghai. But CITS 
will try it on every time — claiming that 
this is “опе of our regulations." 

Of course, the Chinese travel agency 
might have been trying to penalise him 
for violating the one-child-only policy, 
but, if so, there are more tactful ways of 
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Derek Davies 


doing it, and it only applies to Chinese 
citizens anyway. 

e UP in the dark kingdom ruled by the 
Great Dictator, otherwise known as the 
“Great Leader President Kim Il Sung,” 
the Pyongyang Times continues to paint 
a picture of a socialist paradise. A recent 
photograph of the Mangyongdai chicken 
plant showed that in North Korea even 
battery hens are overcome with joy: 


The faces of egg ене эз. with joy. 


e A VISITOR to China was particularly 
attracted by the Oian Ling Arts and 
Crafts shop in Xian, which bore a sign 
promising "for the meet here you are 
with memory significance and win enjou 
long historic arts and crafts composition 
of the China." 
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e MY comments on the Sing May Ex- 


tort (sic) Garment Co. (Traveller's 


Tales, REVIEW, Sept. 8) and its "SM" 
logo struck a chord with reader Michael 
Haas of the University 
of Hawaii who recom- 
„ | mends that connoiseurs 
e S of such matters visit 
Manila, where Shoe- 
iyi mart has for quite some 
time had an SM logo on 

S tee-shirts. 
Furthermore, the sexual preference of 
the SM Men's Club is conveniently 
stitched below the logo as *S" for the do- 
minant types, "M" for the submissives. I 
expect that the “L” is for leather types, 
but Shoemart has уе! to go into leather 
garments. They also have “XL” for 
leather types whose practices are X- 
rated. 
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First, we give you the bad 





tis assumed by those who call for a “new 
information order” that it is the Third 
/orld. which has been maligned by un- 
r coverage in the Western media and 
it events in developed countries such as 
he United States are reported with fair- 
ss in developing countries. 

This. assumption is made because the 
$: dominates the world communications 
d entertainment industry, being home 
oO major wire agencies, news magazines 
‘апа of course, Hollywood, Since these 
$-controlled institutions distribute news 
and views not just inside the US but also to 
most of the Third World, it has been as- 
sumed that Third World viewers get an ac- 
curate picture of life in the US. 

Even the attitude of the US media and 
government towards the Third World's 
demand for a "new information order" 
as basically been a defensive one, con- 
ceding the point that US coverage of these 
countries may be faulty, but arguing that 
imposing government controls on jour- 
nalists will not cure the problem. But no- 
body, as far as this writer knows, has 
looked at the problem from the other side: 
namely to find out whether Third World 
media coverage of events and life in the 
CUS has been fair. 

It is my belief that the image of the US 
resented by most media in the develop- 
ing countries is highly distorted — almost 
vas distorted as the picture US media pre- 
sent of the Third World. However, two 
‘wrongs do not make a right, and the US 
media are not to be excused for their 
shortcomings. It is time though that Third 
World journalists engaged in some intro- 
spection-and took a critical look at how 
they cover the “enemy” instead of being 
so quick to cast the first stone. 

Itis not uncommon to find unemployed 
people living in temporary structures in a 
"developing country — one can hardly 
hink of a developing country without 
uch. people. Nevertheless journalists 
from developing countries would be justi- 
fiably angry if a reporter from the US 
started drawing macro-economic conclu- 
sions about. a developing country on the 
basis of a few hundred people living in 
tents outside a Third World city. 

But when 250 unemployed people con- 
-structed a Tent City along the banks of the 
бап Jacinto river, in Texas, the tent city 
residents were, according to one news- 
paper report, "besieged by the media 
rom every corner of the world, including 
. South. America, Germany," Britain and 
“Japan. The three [US] national television 
networks have- carried several stories. 
Magazines ranging from Newsweek to the 
National Enquirer have covered it, and 
book publishers and television talk-show 
hosts have stopped in. And Hollywood is 
already preparing a movie based on Tent 
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City called The Good Life." Major news- 


papers and magazines of Asia also pub- 

lished sensational stories on Tent City. 
The article quotes Bill Collins, Tent 

City’s informal mayor, as saying: “It’s like 


we're professional poor people starring in 
. The script has al- | 
ready been written, We're just playing the. 


our own melodrama . 


parts.” And all this fuss about the fate.of 
250 people in a country of 230 million: tn- 


cidents like these make one wonder.whe- ^ 


ther it really is true that events in the 
receive fair coverage, no matter how 
many wire-agency headquarters may be 


located in that country. In fact if one were. 


to use the same criteria to evaluate news 

about the US appearing in Third World 
media and. the. news about the Third 
World appearing in the US, it is likely that 
the US would emerge as the more injured 
party. Third World government represen- 
tatives and journalists (тоте often the 
former) have complained that the West- 
ern media tend to harp on negátive aspects 


‘Third World editors who depict 
the US as a series of unrelated 
events — each crazier than the last 
— have no moral right to demand 
that their American counterparts 
present a rounded view of the 
Third World.* 
аы а аа а а аа ааа д 
in their coverage, such as poverty, corrup- 
tion and natural disasters at the expense of 
positive achievements such as hydroelec- 
tric dams and increasing literacy. They 
have also charged that the Western media 
are not sensitive to the Third World’s 
"unique cultural traditions" and report 

them in a disparaging manner. 


he US can make similar complaints. The 
elegant houses along New York City's 
Park Avenue or the modest but clean mid- 
dle-class homes of outlying Queens rarely 
feature editorially in the Third World 
media, but the city’s South Bronx district 
and its slums seem to be an essential stop- 
ping point for every visiting ‘foreign TV 
crew, New York is.a city maligned at least 
as much as Calcutta in the world media. 
Moreover, the US Government can 
complain about the coverage it gets from 
its own national media. Most Third World 
governments calling for the “new informa- 
tion order" have mastered the art of mak- 
ing sure they get "balanced" coverage 
within their own territories. But a few 
months ago, like the president of many a 
Third World nation anxious for foreign in- 
vestment, US President Ronald Reagan 
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| was reduced to appealing to the American 


media to carry more good news, The re- 
sponse was critical editorials and a field 
day for the cartoonists. 

As for the distortion of a country's 
unique cultural traditions, it may be 
thought the US is better served in this re- 
spect than the poorer countries. After all, 
the world’s airwaves are filled with Ameri- 
càn-made TV programmes, and Holly- 


.wood movies pull in more money than 


local productions in most countries. But 
foreigners relying on such shows for infor- 
mation about the US might well end up 
believing that there are too many police 
and nurses there, when in fact there is a 
shortage in both professions. 

The view of American society por- 
trayed in popular TV programmes, as 
being one that consists of psychopathic 
killers wallowing in poverty while the rich 
conduct intrigues on Dallas ranches or kill 
time on the Love Boat, is surely an unba- 
lanced one, even if it is the American cor- 
porations that- perpetrate this outrage. 
Neither is this way of viewing American 
society any different from viewing Asiatic 
ones as consisting of wealthy and treacher- 
ous maharajas ruling over violent masses. 

The American middle classes, ordinary 
working taxpayers —~ the people who are 
supposed to be.the stuff of the.good news 
— seldom. appear in movies or TV pro- 
grammes shown in the Third World. On 
the rare occasions when they do they seem 
to be singularly free of the need to work 
for a living. Their time is taken up either 
waiting for a rendezvous with space crea- 
tures or paying psychiatrists to find ways 
to get in touch with their true feelings. 
And if all else fails, they sit around the liv- 
ing room telling one-line jokes. The US, 
like the Pacific islands, seems to be inha- 
bited by carefree and superstitious natives 
who are frequently prone to violence. It 
may be argued that since most of the criti- 
cal news about the US originates in the US 
itself, one should ‘not blame the, Third 
World. media for printing it. But the 
editors of the Third World cannot abdi- 
cate their responsibility to print balanced 
news. 

The US media present news about their 
own country for American readers — 
readers who can look around themselves 
and put the bad news into perspective. A 
foreign editor presenting the same news to 
his readers should try to explain it and put 
it into perspective. An editor should be 
more of a filter than a conveyor belt. One 
who does not compensate for the blind 
spots-of his readers is пої doing his job — 
after all this is precisely what the Third 
World representatives: аге asking US 


: editors fó.do. 


, The government-owned. TV corpora- 
tions. of ће developing. countries can 
choose toscreen performances of the New 





York Metropolitan Opera pro- 
duced by the Public Broadcasting 
System of the US rather than 
soap operas produced by the 
commercial networks. Likewise, 
Third World newspaper editors, 
if they are a little more enterpris- 
ing, can choose American cover- 
age froma plethora ofalternative 
news sources originating in the 
US rather than relying on 
mainstream news sources which 
tailor their reporting to fit the 
lowest common denominator. 
Third World editors who de- 
pict the US as a series of unre- 
lated events — each crazier than 
the last — have no moral right to 
demand that their American 
counterparts present a rounded 
view of the Third World. The dis- 
torted view of the US presented 
by Third World editors is proba- 
bly not intentional, but then no 
one has accused journalists from 








the US of conspiracy either. The 
editors, since they choose what to print and 
what not to print, are ultimately responsi- 
ble for the impressions formed by their 
readers and they cannot escape this 
responsibility. 


f Western media do not present the suc- 

cess of the revolution in Third World 
agriculture, or the determination of tech- 
nicians bringing electricity to Indonesian 
or Indian villages, the Third World media 
also fail to cover the fearless resolve of 
Iowa farmers in braving the elements, or 
the desperate struggle of New York City's 
public-school teachers. 

In fact, the Third World's portrayal of 
the US follows a fairly simple pattern. 
Leftwing regimes tend to depict 
Washington as the source of all the world's 
evil, specialising in financing reactionary 
forces around the globe. Curiously, this 
outwardly omnipotent power is also invar- 
iably depicted as weak and filled with suf- 
fering minorities and working masses on 
the verge of open revolt. 

The press in the Third World's right- 
wing regimes, by contrast, depicts the US 
as being paralysed by allegedly trivial con- 
cerns such as human rights and women's 
rights and lacking the moral fibre to stand 
up more firmly to communists or guerillas 
waging perpetual wars to overthrow 
“democratic” regimes. Many of these do 
not tolerate a free press but you will be 
told that this is due to their “unique cul- 
tural traditions" that seek to avoid public 
confrontation. 

When it comes to writing about minor- 
ity cultural oddities in the US such as he- 
roin addiction or the Hell's Angels motor- 
cycle gangs, media leaning to both the 
Left and Right in the Third World have no 
trouble in unifying their voices and point- 
ing them out as examples of decadent 
Western behaviour — a racist interpreta- 
tion of news if ever there was one. 
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Countries which take the trouble to air- 
brush the moles off the faces of their 
helmsmen have no trouble at all in depict- 
ing the US president as a fumbling fool. 

Empirical studies indicate that even the 
basic problem presumed by advocates of 
the *new information order" may not exist 





— that is, the US media do not show Third 
World countries as being filled with pov- 
erty, ruled by despots and often struck by 
natural calamities. Studies also show that 
when it comes to reporting on develop- 
ment efforts of other Third World coun- 
tries, the Third World media do no better 
than the media from the developed coun- 
tries. A veteran foreign newsagency cor- 
respondent based in Bangkok once told a 
conference that his articles about agrarian 
problems in Thailand were picked up al- 
most exclusively by the major Western 
newspapers while the Asean papers 
mostly ignored them. 

Perhaps the US must go one step 
further and conduct a study of how the US 
is depicted in the media of the Third 
World countries that protest so much. The 
results may hold some surprises and reveal 
the unfair way in which this culturally and 
materially rich country is seen by the press 
in other countries. I am sure that the re- 
sults of such a study would provide enough 
ammunition for the US to feel comforta- 
ble in joining the chorus for a “new infor- 
mation order." Turning the tables, the 
Americans can perhaps ask the foreign 
press and governments to reduce the 
stereotypes, lies and plain nonsense that 
are highlighted in their coverage of the 
US. As always, the rule is: if you cannot 
beat them, join them. Uu 
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A harvest of 


Anti-government guerilla activity has intensified, but 
Phnom Penh worries more about feeding the people 


By Paul Quinn-Judge 

Bangkok: As Cambodia’s much-delayed 
rainy season draws to a close, peasants are 
out in the fields trying to make the best 
they can of the rain — а serious matter be- 
cause in New York Asean countries are 
working to have United Nations aid to the 
Hanoi-backed Heng Samrin government 
in Phnom Penh terminated. Meanwhile, 
on the battlefield, the forces of the anti- 
Vietnamese Democratic Kampuchea co- 
alition are trying to prove their effective- 
mess before the dry season returns the 
strategic advantage to their enemy. 

So far another rainy season seems to 
have passed without a major opposition 
military breakthrough. Earlier this year 
Khmer Rouge military commanders in- 
side the country told a visiting journalist 
that they would attempt to cut access to 
the Buddhist temples of Angkor Wat from 
the city of Siem Reap. Then they were to 
have harassed Siem Reap and the Viet- 
namese headquarters for the western pro- 
vinces at Kralanh, 50 kms northwest. The 
Khmer Rouge, led by Khieu Samphan, is 
one of three factions comprising the 
Democratic Kampuchea coalition. The 
other two are the Khmer People's Na- 
tional Liberation Front (KPNLF), led by 
Son Sann, and the Moulinaka faction led 
Ьу Prince Norodom Sihanouk. 

The Khmer Rouge plan does not seem 
to have materialised. Instead they have 
engaged in their now-traditional low-level 
-guerilla operations. They have attacked 


bridges along the main highways and have 
apparently made Highway 4, the Phnom 
Penh-Kompong Som road, so uncomfort- 
able that Soviet technicians now travel to 
Kompong Som by helicopter. 

At the end of August the guerillas am- 
bushed 10 Soviet cotton experts in the up- 
land district of Chamcar Loeu, in Kom- 
pong Cham province, not far from the 
spot where a Cambodian vice-minister of 
agriculture was killed last year. Nine of 
the Soviets are said to have been killed. 
Late in September the Khmer Rouge 
again attacked the Phnom Penh-Battam- 
bang train in Kompong Chhnang pro- 
vince. The number of casualties from the 
attack are not known, but the train is usu- 
ally packed with civilians and the death 
toll in earlier ambushes has been high. 

For its part the KPNLF planned a 
sophisticated series of forays into central 
Cambodia. The forays were designed to 
draw Vietnamese troops from other parts 
of the country, thereby allowing KPNLF 
guerillas to infiltrate areas in the northern 
and southern provinces. The campaign 
was then to have culminated in the estab- 
lishment of permanent KPNLF guerilla 
bases in the area around Tonle Sap, 
known as Prey Roniam — the inundated 
forest. The bases do not seem to have 
been set up, however. KPNLF comman- 
ders in the central zone are said to have 
had doubts about the plan all along. Basi- 
cally they felt that they did not have 
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‘Cambodian ricefield: harvest worries. fo 


enough men to carry it out successfully. 

A plan to train new guerillas also ran 
into embarrassing problems. A new 
KPNLF guerilla training school had been 
set up at O Bok, opposite the Thai pro- 
vince of Surin, near the end of May. The 
school had approximately 1,200 trainees 
‘and security personnel, and approxi- 
mately 50 instructors. The recruits came 
mainly from the refugee camps at Prey 
Chan and Nong Chan in Thailand. Sixteen 
‘of the school's principal instructors had 
been trained in Malaysia as had the 
school's commander, Panthai, a former 
United States-based refugee. 


he school ran into problems almost im- 
mediately. Food was scarce, living con- 
.ditions spartan and malaria rife. Within a 
few weeks, a reliable source said, several 
hundred recruits had deserted. Eventually 
about half the students left. Panthai also 
-left. He is said to have gone back to the US 
“to visit his wife” but returned later. 

Deserters who were picked up by 
KPNLF authorities are said to have re- 
-ceived fairly tough treatment. An order 
posted in some KPNLF camps later re- 
portedly said the heads of recaptured de- 
serters had been shaved and marked. The 
‘deserters had also been banished from 
KPNLF camps, the order said. 

Finally, a new commander, Ea Chour 
Kimheng, took over the school. By the 
end of August about 1,000 recruits were 
receiving training there. The school’s 
teething troubles had, however, seriously 
disrupted KPNLF plans to infiltrate more 
guerillas into the country. 

Asean sources do not seem too per- 
turbed by these problems. One source 
said the coalition had generally done well 
this year. The time had come for the 
KPNLF and Sihanouk's faction to consoli- 
date their forces, the source continued, 
adding that the negotiations were under 
way between the two non-communist fac- 
tions for a joint radio station. 

For the Samrin government, how- 
‘ever, the prospect of a poor harvest is 
probably of greater concern at the mo- 
ment than resistance activities. The 
drought that had affected most of the 
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founding members, who included (be- 
lieve it or:not) elder statesman Count 
Makino, the then prime minister Shigeru 
Yoshida and his son, two foreign ambas- 
sadors and two top Tokyo detectives — 
agreed to name the club the Baritsu 
Chapter. Count Makino was responsible 
for the appropriate christening. He 
pointed out that the only Japanese word 
¿which Holmes ever used — and which 
. must have been garbled by Dr Watson — 
was "bujitsu.".(Holmes, in The Adven- 








country since the beginning of the mon- 

soon season finally began to lift in mid- 
July, foreign-aid workers in Phnom Penh 
report. In some areas the rains came in 
time to allow ploughing and planting to go 
ahead. Peasants in Battambang, an im- 
portant rice-growing province, are opti- 
mistic that this year will be another good 
one. Aid workers say that peasants in 
some parts of the province still have sub- 
stantial surpluses from last year. 

: The situation is not so happy in the east. 
Prey Veng, another important rice-grow- 
ing, province, appears to have fared par- 

_ ticularly badly, The province usually relies 
on-a small harvest of short-season rice, 
which ripens by August, to tide its inhabit- 
ants over until the main harvest is in at the 
end of the year. But this year, aid workers 
say the short-season rice was completely 
destroyed by the drought. Province au- 
thorities had. planned to plant 23,000 ha., 
but were only able to plant 500 ha. Even 
these were lost through lack of water. 

Other eastern. provinces may be in a 
similarly bad. state. Takeo, Kompong 
Speu and parts of Kandal were said by aid 
workers who visited them in July to be in 
severe difficulties. The rain may, how- 
ever, have come just in time to allow the 
asants to save some of the harvest. 
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ture of the Empty House, credited his 
escape from the evil Professor Moriarty 
to his knowledge of "baritsu, or the Ja- 
panese system of wrestling," which en- 
abled him to hurl the master criminal to 
death in the Reichenbach Falls.) 

"The word baritsu does not exist inthe 
Japanese language," Count Makirio told 
us. “Its confusion with jujitsu is of course 
obvious. What Holmes actually said — 
or should have said — was: ‘I have some 
knowledge of bujitsu,' which includes 
the Japanese system of wrestling. 

*Bujitsu," Count Makino explained, 
"is the generic Japanese word for the 
martial arts, which, in addition to jujitsu, 
embrace the study of archery, fencing, 
spearmanship, pike-thrusting, long and 
short swordsmanship, military fortifica- 
tions, and the firing of cannon, muskets 
and small arms." Count Makino stressed 
that “only in Japan do we find one com- 
prehensive science: which includes all 
those sciences, and only in Sherlock 
Hoimes do we find a Westerner who 
combines a notable skill in all of them." 
So we all agreed that the name of the first 
Sherlock Holmes society in the Far East 
should be his misuse — or Watson's 
misidentification — of the Japanese 
word. 

Now I learn that the Tokyo heir to 
the Baritsu Chapter calls itself the Japan 
‘Sherlock Holmes Club. It has an ex- 
panding membership of 600 politicians, 





professors and policemen, and publishes 
a four-page monthly, The Baker Street 


Agriculturalists say, however, that the 
lack of rain will in any case have taken its 
toll, Monsoon rains, they say, usually 
flood land that will lie fallow until the dry- 
season harvest of the following year. 
Without this flooding, the land will proba- 
bly be unusable the next year. Given the 
low output of Cambodian rice land in re- 
cent years, the dry-season harvest has 
taken on increased significance and its loss 
will be all the more keenly felt. 


he provinces most liable to be affected 
by food shortages this year are fairly 
close to the capital. This does not mean, 
however, that.a major government relief 
programme will be easy tolaunch. Cambo- 
dian provinces seem to rely largely on the 


food they grow themselves. The govern- 


ment has not developed either the skill or 
the resources to transport large amounts of 
rice. 

In all likelihood peasants in affected 
areas will head for the capital in the hope 
of finding temporary employment there, 
until conditions in the countryside im- 
prove. Peasants in'Prey Veng are already 
reported to be making plans to move to 
Phnom Penh.. The capital can ill afford 
another influx of people. Unofficial esti- 
mates. now put the population at close to 
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rary Japan.” Holmes, ; t 
the Far East, though he: spent г a couple of 
years in Tibet during the post-Moriarty 
hiatus of 1891-94 and was the guest of the 
Head Lama (not the Dalai Lama). 

The Chinese communists never bai 
ned English-language copies of the Sher- 
lock Holmes adventures in Peking or 
Shanghai. I sighted them there not only 
in 1940 but also in 1956-57. Maybe their 
sales will increase as the Holmes storie 
persist and the Holmes societies e 
in Asian cities, all well able to. 
dence of Soviet ene 
of course. 










































600,000, and its services are alread: 
stretched thin. 

And if Asean has its way, UN aid t 
Samrin government will dry up this: 
Asean diplomats in New York are lob 
ing actively for the cut-off of aid to the 
terior of Cambodia. Asean has suggeste 
two changes to last year's UN Genera 
sembly resolution. i 

It wants to include an expression. of« 
cern at the alleged Vietnamese coloni 
tion of Cambodia and, in a revised vers 
of Article 10 of last year's resoluti 
Cambodia, they argue that UN assist 
should henceforth only be given tot 
der programme. The emergency ii 
Cambodia, has ended, Asean, feels, 
further assistance channelled t 
Phnom Penh would simply be i 
economic aid to a government whic 
UN does not recognise. 

‘The proposal is likely to meet resista 
both from Vietnam's allies in the soci 
bloc countries and some Western 
tries. Even without an aid cut-off, 
ever, the UN programmie insi 
bodia is in serious financial stra 
‘ous UN missions have calculated 
internal programme needs ар 
US$16 million. this yeat 
,US$4 million 
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Ato touch of class 


` The graduation dates of Thai military officers from an 
influential academy give clues to their present standing 


— By John McBeth 
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| lustration of the phenomenon of class ès- 
_ prit de corps. This class cohesion has be- 


Bangkok: The links and relationships 
formed at school occupy a special place in 
Thai society. Graduation from the same 
institution, and especially from the same 
class, often carries life-long implications 
in terms of career promotions, reciprocal 
exchanges of economic and social benefits 
and moral obligations that go far beyond 


— what may be the case in other societies. 


Chulachomkhlao Military Academy — 


— known as the Royal Military Academy 
| when it was founded by King Chula- 


longkhorn in 1887 — provides no better il- 


соте particularly apparent since the in- 
troduction in 1949 of the so-called West 
Point curriculum, an expanded five-year 
university-level graduate course which 
follows an initial two years at the Army 
Preparatory School. 

*Chulachomkhlao classes [since 1949] 
are different because the ties are very 
strong," one academy alumnus told the 
REVIEW. “They help each other in many 
ways and this is natural because we lived 








Bangkok: While army commander and 
concurrent supreme commander Gen. 
Arthit Kamlang-ek is now firmly in con- 
trol, the pillars of support represented by 
deputy chief of staff Lieut-Gen. Chaovalit 
Yongchaiyut and 1st Division commander 
Maj.-Gen. Pichit Kullavanich are clearly 
a pointer to the future shape of the Thai 
army hierarchy. 

Although they trace their initial con- 
tacts back to the time in the late 1960s 
when Thailand had thousands of **volun- 
teers" in Laos, the two are poles apart in 
many respects. Chaovalit is the core of the 
army's brains trust, a highly regarded staff 
officer whose expertise straddles the often 
thin line between military and political 
strategy. Pichit is a soldier's soldier, a no- 
nonsense combat veteran who commands 
the army's most politically important 
force and has little time for politicians. 

Both were active supporters of the ill- 
fated army-backed constitutional amend- 
ments (REVIEW, Mar. 31), which among 
other things would have allowed serving 
military and civilian officials to hold 
cabinet posts. And neither is due to retire 
until 1992, 

Chaovalit, a graduate of Chulachom- 








Arthit's pillars of support 


The men under the supreme commander point to 
the new directions of the Thai army 


with each other for seven years. We slept 
together, we ate together." 

The new curriculum superseded a sys- 
tem which prescribed two years as a pre- 
cadet and only three years at the academy. 
The old system is one explanation why 
senior officers who graduated in the im- 
mediate post- World War II years, such as 
current. army commander Gen. Arthit 
Kamlang-ek, are better known for their 
class affiliation at the Army Preparatory 
School than at Chulachomkhlao. 

Twenty-nine classes have now 
graduated from the academy under the 
West Point system, but it is the first 12 — 
and more specifically classes 5,7 and 8 — 
which have received the most promi- 
nence. This is because of the positions 
their members held, or still hold, at an im- 
portant command level and because of 
what transpired before and after the abor- 
tive 1981 April Fool's Day coup (REVIEW, 
Apr. 10, '81). Comprising roughly 130 
graduates each, the three classes entered 
into active service in the Thai army be- 
tween 1958 (Class 5) and 1961 (Class 8). 


khlao Military Academy Class 1 (1954) 
and the United States Army's Command 
and General Staff College, is probably the 
most intriguing figure because of his early 
background in communications, the staff 
positions he has occupied for much of his 
career — and his lack of an obvious power 
base or palace connections. 

These drawbacks are not reflected in his 
rapid rise through the ranks or in his ready 
access to both Arthit and Prime Minister 
Prem Tinsulanond. Indeed, the stoutly 
built strategist appears to command re- 
spect and even admiration in all quarters 
of the army, and his hand is seen virtually 
everywhere. 

Chaovalit is widely regarded as one of 
the architects of prime ministerial Order 
66/2523, which placed political action 
ahead of military action in combating the 
Communist Party of Thailand (CPT). At 
the time the order was issued in 1980 the 
CPT was already falling apart under the 
impact of the China- Vietnam conflict and 
internal ideological rifts. 

Since then, with thousands of guerillas 
emerging from the jungle, the document 
has been turned into a blueprint for wider 
political and social development — a con- 





an 

commanders — as the most unified force 
in the army was perhaps a natural conse- 
quence of the power vacuum left by the 
October 1973 uprising which overthrew 
the Thanom Kittikachorn—Prapas Charu- 
sathien regime and brought an effective 
end to the era of the military strongman. 
The sudden death in 1976 of Gen. Kris 
Sivara, whose break with Thanom and 
Prapas had precipityated their downfall, 
only served to deepen the void as the na- 
tion lurched towards the end of three 
years of confusion and disorder known as 
the democratic period. 

Class 7 was among the first generation 
of officers blooded in the armed struggle 
against Communist Party of Thailand 
guerillas. It gave them a deep insight into 
the plight of the rural population, kindled 
their resentment against the lifestyle of 
the Bangkok power elite and heightened 
their concern over the lack of profes- 
sionalism in the army. 

The experience many of them gained 
from service in Vietnam and Laos, plus 
the domestic turmoil at home, convinced 
them that the nation’s security was at 
stake and prompted their direct interven- 











































cept that does not sit well with civilian 
politicians who see it as a move by the mili- 
tary to consolidate its hold on power. 

Other leading members of Chaovalit's 
Chulachomkhlao class — the first to 
graduate under the West Point curriculum 
— are: new assistant chief of staff (opera- 
tions) Lieut-Gen. Wanchai Ruangtrakul, 
deputy 4th Army Region commander 
Maj.-Gen. Panya Singsakda, deputy 3rd 
Army Region commander Maj.-Gen. 
Chaichana Tharichat, Special Forces 
Headquarters deputy commanders Maj.- 
Gen. Charuay Wongsayan and Maj.-Gen. 
Sunthorn Khongsomphong, 9th Division 
commander Maj.-Gen. Somkid 
Chongphrutsa and army intelligence de- 
partment director Maj.-Gen. Ngamphon 
Nutsathat. Sixteen of the 23 class mem- 
bers still on active duty are generals, in- 
cluding six who have attended staff college 
in the US. 

Now concurrently deputy commander 
of the Ist Army Region, Pichit has spent 

much of his career with the 3rd Army, 
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Chaovalit: intriguing figure. 


commanding the 4th Regiment of the 4th 
Division before rising to deputy divisional 
commander — the position he held when 
he masterminded the capture of the CPT's 
Khao Khor stronghold in northern Petch- 
abun province just prior to the abortive 
1981 coup (REVIEW, May 8, '81). 

A West Point academy graduate, Pichit 
is one of 11 two-star generals in the 
33-strong Chulachomkhlao Class 2. De- 
spite his eight years in the US, he regards 
himself as a fully fledged member of the 
Class 2 fraternity on the strength of 12 
months he spent with the group at the 
Army Preparatory School. 

Another West Pointer, Maj.-Gen. Vic- 
hit Sukmak, is now commandant of the 
Chulachomkhlao academy and a third 
member of the class, Maj.-Gen. Somkid 
Charoenkham, heads the Thai army's 
Command and General Staff College — 
an institution for selected officers at cap- 
tain and major's rank which can leave its 
imprint in forging personal ties outside 

class lines. — JOHN McBETH 
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Issarapong Noonpakdi, now Бае 
of the Surin-based 6th Division and clearly 
headed for bigger things, is the son of a 
police lieutenant-general — himself a 
Chulachomkhlao graduate in the years be- 
fore the police and air force had their own 
academies. The father of Ist Army Region 
deputy chief of staff Col Chamlaeng 
Uchukoman was an army lieutenant-gen- 
eral, and the father of another cadet, 
Santhat Sutthisanronnakon, was a former 
army chief of staff and adviser to the late 
strongman Field Marshal Sarit Thanarat, 

Thanom’s headstrong son, Narong, 
whose name appears fourth from the bot- 
tom in the list of 138 Class 5 graduates, is 
now a sitting member of the opposition 
Chart Thai party. 

Classmates recall Narong had to make 
three attempts before he was accepted 
into the Army Preparatory School in the 
early 1950s, though as they fairly point 
out, only about 20 of the teenage entrants 
made it at their first try. Predictably, he 


was the first member of the class to get a 
regimental command — the 11th Regi- 
ment of the Ist Division — and would 
have probably been quickly elevated to 
commanding general of the strategically 
important division itself if the 1973 upris- 
ing had not intervened and forced his tem- 
porary flight from the country. 

Narong’s position in the national power 
equation apparently did not benefit his 
colleagues, even though he was president 
of the class. “Personally, he was a very 
good friend and would help you, but not in 
terms of promotions for the rest of the 
class,” said one insider. In the post-1973 
period, according to some published ac- 
counts, the class did fall in behind then 
army commander Kris — reportedly 
through the good offices of another well- 
connected Class 5 graduate, Suthep Siv- 
ara, Kris’ younger brother and one of the 
nine members so far to have been pro- 
moted to major-general. 

The same accounts say that when Kris 
died in mid-1976, Class 5 forged links with 
a faction led by the new army commander 
Gen. Serm na Nakhon and Ist Army Re- 
gion boss and later assistant army com- 
mander Gen. Amnart Damrikarn, who 
sought to contain the emerging influence 









iene: after the Young Turks replayed 
their hand and were crushed in the 1981 
rebellion. But by then there were already 
signs that Class 5 officers had hitched their 
fortunes to newly promoted Ist Army Re- 
gion commander Maj.-Gen. Arthit, who 
in early 1980 had presented himself as an 
active opponent of the Class 7 colonels. 
The differing roles of the two rival 
classes in the power equation make an in- 
teresting comparison. With first 
Kriangsak and then Prem relying heavily 
on their support, the position of influence 
the Young Turks occupied was unpre- 
cedented and allowed politically minded 
leader Col Manoon Rupekachorn and his 
cohorts to push for fundamental change. 
Class 5, however, is much more of a power 
base in the traditional mould, now that 
Arthit has been invested with a variety of 
crucial posts which make him a force in his 
own right. In essence, the lines of author- 


ity have been restored, with Arthit not so 
much a strongman in the accepted sense, 
but a royalist anointed with unmistaka- 
ble legitimacy whose supporters have 
been irresistibly drawn to him. 


t is for this reason that analysts gener- 

ally dismiss speculation that classes 5 and 
8, which between them have such an ac- 
cumulation of units under their command, 
may be tempted to “step out of liné” — the 
expression they themselves used to criti- 
cise the Young Turks only a fortnight be- 
fore the abortive coup. 

Four Class 5 officers hold divisional 
commands and Class 8 graduates are in 
charge of 13 out of Thailand's 20 fully 
fledged infantry regiments, giving the two 
groups more firepower than the Young 
Turks ever had at their disposal. 

Classes 5 and 8 regard their promotions 
as normal and in accordance with their 
number of years in service. “Those who 
see us as being similar to Class 7 are 
dreamers," one Class 5 officer said in a re- 
cent interview with the Thai-language Su 
Anukote weekly. *We have never used 
our power to bargain with our command- 
ers or the government. We have discip- 
line and we have stayed within our profes- 
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used тау 
power to get into рош = 

He pointed out that unlike the Class 7 
leaders, only a handful of Class 5 officers 
are members of the appointed Senate. 
Others, it is claimed, have refused to ac- 
cept seats in the upper house. 

“In our class,” recalled one member, 
“we accepted each other and we accepted 
leadership. We never had anyone who 
monopolised the class.” 

Army operations director Maj.-Gen. 
Suchinda Khraprayoon, 52, the son of a 
railway stationmaster and a close asso- 
ciate of influential deputy army chief of 
staff Lieut-Gen. Chaovalit Yongchaiyut, 
is clearly the recognised leader of Class 5 
apart from simply being its president. 
“Suchinda is a very special person,” said 
an admiring classmate. “His leadership is 
strong and he is highly intelligent." He is 
also married to Issarapong's sister, an il- 
lustration of the way class ties are often 
cemented and a measure of the depth of 
the relationship between the two generals. 

Class 5 graduates to rise to two-star 
rank in last month's military reshuffle in- 
clude: 2nd Special Forces Division com- 
mander Kachorn Ramanwong, Bangkok- 
based Artillery Division commander 
Viroj Saengsanit, Territorial Defence De- 
partment chief of staff Suthep, Special 
Forces Headquarters chief of staff Som- 
porn Termthongchai, Arthit's senior aide 
Prasert Sararit, who was promoted to di- 
rector of army personnel and Weapons 
Production Centre assistant commander 
Paiboon Emphan. 

Prasert, Viroj, Issarapong, deputy Ist 
division commander Col San Sripen and 
deputy Anti-Aircraft Division comman- 
der Col Puchong Ninkham are all re- 
ported to have played key roles in drawing 
the lines of communication between Class 
5 and Arthit; though San graduated in 
Class 6 he is recognised as a member of 
Class 5 because he was in the original 
group at the Army Preparatory School. 

Eight Class 5 members are deputy com- 
manders of infantry, artillery and cavalry 
divisions, and an additional three are de- 
puty army region chiefs of staff — posi- 
tions which do not give them direct au- 
thority over troops, but which leave them 
poiséd tò‘ take command when they ad- 


'vande.to general's rank. Only three mem- 


bers remain in control of regiments at a 
command level dominated by Class 8 of- 
ficers. 

Most infantry regiments are under Class 
8 stewardship, and the bulk of the equiva- 
lent artillery and cavalry units are in the 
hands of officers from classes 6, 7, 9 and 
10. But it could never be called a balance. 

Only three Class 7 combat officers ap- 
pear to have survived the stigma of the 
1981 rebellion, among them 9th Division 
chief of staff Col Preecha lamsuphan who, 
informed sources say, has been ostracised 
by his classmates for what are alleged to 
have been disloyal acts. It probably says a 
lot for the spirit of Chulachomkhlao that 
he is apparently the only one who has been 
so treated. Class 7 members still defend 
what were felt to be the good intentions of 
those sacked after the abortive coup. 
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For many photographers all over the world, the 
Hasselblad is the obvious choice. 

Its design makes it easy to recognize, difficult to 
imitate. 

Its reputation for quality has put it 

in high demand the world over — 

even in Japan. 

In space it has shown its 

versatility and reliability. 

American astronauts 

have used it to take 


thousands of pictures, many of which are 
already classics. 
Hasselblad systems are used to register vital 
processes in areas such as 
medicine and industry. 
Hasselblad represents its 
native country —a combina- 
tion of top quality and 
superb design. 
Modern technology based 
on tradition. 


HASSELBLAD 


te for free litterature: Victor Hasselblad Aktiebolag, Dept. FE, Box 220, S-401 23 Göteborg, Sweden. WHEN YOU SHOOT FOR PERFECTION 
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eal Business Class. Not cosmetic economy 
class. And now it’s available on all 

Cathay Pacific 747 and Super TriStar flights 

|| worldwide. 

For this sort of comfort, Marco Polo had to 
wait until he reached his destination. But you, 
the merchant traveller of today, can now fly real 
Business Class more often to more cities in 
greater comfort than ever before. 

Comfort and convenience. It’s a combi- 
nation of which Marco Polo himself would have 
approved. 
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Peking opera troupe on tour in Tokyo: back in favour 








Tales of past myths now serve 
a proletarian purpose in Peking 


By Anna Slawinska 


e old rented buildings in the | anti-rightist 


northwest of Peking provide the rather 
unsalubrious setting for the Chinese capi- 
tal's school of Peking opera. The chipped 
whitewash walls of its halls and the bare- 
ness of its one rehearsal room are a faint 
echo of a more opulent and colourful past. 


Founded in 1952 by an informal group | 


of actors — among them the capital's most 
famous opera star of the day, Mei Lanfang 
— this spartan academy is now the only 
school to train students solely in Peking 
opera. The old Peking opera schools col- 
lapsed around 1932 after the Japanese in- 
vasion. The founders of the present school 
set out to offer young people a more 
humane training for the stage than they 
had had themselves, stressing education 
rather than the birch. 

Nearly all the students who came to the 
school at that time were the sons and 


daughters of Peking opera actors, but the | 


profession held such a reputation for loose 
morality and had such low social standing 
that only established opera families were 
willing to send their children there. The 
actors provided props and costumes and 
after only two months of intense training 
some of the students gave their first per- 
formance. 

These performances were attended by 
members of the Peking municipality, in- 
cluding Peng Zhen, mayor of Peking, who 
was a strong supporter of the traditional 
arts. As a result he was one of the first 
people to be purged in Jiang Oing's 
onslaught against traditional Peking opera 
in 1965. But already in 1957, as part of the 
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campaign, many Peking 
opera companies that had remained inde- 
pendent until then were taken over by the 
state, and there were party discussions 
about the effectiveness of Peking opera as 
an ideological weapon. There were pro- 


| blems about how to play traditional vil- 


lains and heroes in plays that were all 
based on stories from pre-communist or 
“feudal” China. 

All the major political movements in 
China in the past 20 years have profoundly 
affected the traditional arts. In the Great 
Leap Forward of 1958 they experienced 
something of a revival as being intrinsi- 
cally Chinese. This was thought to encour- 
age the development of Chinese socialism 
along a different path from that. of 
socialism in the Soviet Union. 

Mao Zedong’s slogan at the time was 
that China was “walking on two legs.” 
This was interpreted variously as meaning 
that China had “stood up” and was walk- 
ing оп its own without help, and as mean- 
ing that it was walking on one traditional 
leg and one modern one. Mao himself was 
in favour of modern drama, with a strong 
ideological message, but the economic 
disaster of the Great Leap Forward 
pushed him into temporary political 
abeyance, and the sheer popularity of Pe- 
king opera brought it back to the stage. 

It was not until 1965 that traditional 
drama was attacked with the full fury of 
the revolutionary Left. Peking opera was 
the first traditional art to fall in the Cul- 
tural Revolution. All traditional Peking 
operas were proscribed, to be replaced by 





OPERA 


revolutionary “model” operas: The writ- 
ing of these model operas was closely 
supervised by Jiang. The ideological de- 
mands were such that there were never 
more than eight of them. For more than 10 
years they were required viewing 
everywhere in China. 

The Peking opera school was closed 
down, the students were sent to work in 
the countryside and the leading teachers 
and actors were subjected to “re-educa- 
tion,” a combination of continuous prop- 
aganda and hard labour. 

The school was reopened in 1972, but 
only to train students in model operas. 
The teachers and students of the tradi- 
tional opera remained in disgrace until 
after 1976. The school was finally allowed 
to recruit and train students for traditional 
operas in 1979 and the model operas were 
consequently dropped from the cur- 
riculum. The influence of this chopping 
and changing on the quality of the art has 
been profound. 

Today the school has 300 students. The 
youngest is 13, the eldest 17. Six days a 
week, their day begins with the arduous 
routine of leg exercises, in preparation for 
the acrobatic skills which are one of the 
main features of the Peking opera style. 
The exercises last for about an hour. A 
slight, 17-year-old boy, who represents the 
fifth generation of Peking opera actors in 
his family, admits that he used to cry from 
the pain of the leg exercises when he first 
came to the school. 

When the leg exercises are over, the stu- 
dents are coached in acrobatic leaps and 
somersaults, One of the coaches is à 
former student of the school, but he was 
taught to play only model operas, and is 
not qualified to play traditional operas. 
The other coach is a former gymnastics 
teacher who hopes to strengthen the ac- 
robatics by adding techniques from gym- 
nastics to traditional opera techniques. 
All this works against the fluidity of move- 
ment, so important to Oriental dramatic 
arts. It is also significant that most stu- 
dents say they were prompted to apply to 
the school by the attraction of acrobatics 
and kung fu, which they had seen in the 
model operas. 


Or of the changes made in the Pe- 
king opera of the people’s republic has 
been to phase out the performance of 
female roles by men. Male performance of 
female roles was a high art in Chinese 
theatre and some of the most famous ac- 
tors, such as Mei Lanfang, were specialists 
in these roles. Their demise meant that the 
Peking opera lost one of its most important 
characteristics. All the same there are 
fewer girl students in the school than boys, 
since most traditional operas call for more 
men than women. Of the three girls study- 
ing for the qing yi, or graceful woman, role 
in the second-year class, two are the 
daughters of Peking worker parents, and 
one comes from a family of Peking opera 
performers. Their teacher has never per- 








olution, — . 
The plots ofthe operas that the students 
training to perform have, for the most 
- part, been stripped of their associations 
- with the old society. In the heyday of Pe- 
- king opera, in the late 19th and early 20th 
— centuries, the plots were often used to 
. make critical comment on a contemporary 
- Situation, With the clowns throwing in 
some off-the-cuff satire. Today that kind 
_ of political comment has disappeared in 
| favour of a simpler kind of entertainment. 
К The most common moral message to come 
_ out of historical plays is the triumph of loy- 
alty to the state and incorruptibility. 
— [n this way it has been possible to over- 
‘come the paradox of performing stories 
om а society that communist China has 
- €riticised and rejected as being feudal. It 
also supports the present government po- 
licy of using examples from the past to 
“Support the politics of the present. While 
the schoo! authorities and the leaders in 
Peking opera circles are careful with their 
ice of plot, leaving out some which are 
0 exclusively concerned with love affairs 
een emperors and their concubines, 
| this does not make it any easier for stu- 
dents today to perform a historical anac- 
hronism. 
___ The students are taught some classical 
_ Chinese and history. Beside these cultural 
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William Wetherall 
_ “Hey, Jap! Don't move!" 
. "Don't shoot! I'm an American! My parents are Japanese, but 
I'm а nisei. I was born in America and I have American citizen- 





x That may be true, but until you bleach yourself white, a Jap's 
à Jap!" 


T: place is a desert prison in the United States, defender of 
-. M freedom, champion of liberty, enemy of tyranny. The time is 
a few days after Pearl Harbour, but more than a year before the 
_ phrase "a Jap's a Jap" was uttered before the US Congress by 
| Lieut-Gen. John L. DeWitt, commander of the Western De- 
- fence Command and the man most responsible for the mass in- 
- carceration of Japanese immigrants and their American descen- 
- dants on the US West Coast in 1942. Ironically, at the time of 
this scene De Witt was fighting California's yellow-peril lobby. 
-.— But whatever the facts of the case, this is the scene with which 
"Toyoko Yamasaki begins her latest bestseller, Futatsu no 
_ Sokoku (Two Homelands), just released in three hardcover vol- 
pane after more than three years of serialisation in a major Ja- 


weekly magazine. A popular novelist with a knack for 
ео controversial issues such as the Lockheed scandal, 
Yamazaki has caught the wave of local interest in overseas Ja- 
ese and their descendants, and is set to ride it through а 50- 
ur TV version to be shown next year every Sunday night on 
“МНК, Japan's national network. 

. Until recently, the Japanese public has shown little interest in 
so-called Nikkeijin, or "persons of Japanese descent" in other 
countries. Some publicity was generated in the late 1960s by the 
minority-group movements on US campuses, and in the early 
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classes, they have regular tuition in poli- 
tics, a required course for all students in 
China above primary school level. These 
political classes concentrate mostly on the 
history of the Chinese Communist Party 
and explanation of the current party posi- 
tion. This means that, though the students 
are involved in an art which by its nature 
belongs to old China, they are told how to | old. 
interpret old plays in a currently accept- 


In the traditional method of training Pe- 
king opera students, a young boy would be 
indentured to a senior actor. For seven 
years the boy would be both student and 
servant of his master. He would start his 
exercises early in the morning, and as soon 
as he reached a certain level of profi- 


Japan's pop Roots fails to cast 
W light on minority problems 






ц { 
noons and evenings. Everything he 
earned from performances would go to his 
master for the seven years of his inden- 
tureship, in return for which he would be 
fed and housed and allowed to learn by 
imitation of the older man. Discipline was 
extremely strict and any failure in perfor- 
mance or minor breach of discipline would 
be punished by the birch. 

Students today do not get beaten and 
they are more-or-less literate. They are 
nevertheless unlikely ever to command 
the рфршаг support that Peking opera 
perfofmers have had in the past. The 
politicisation of society and the upheaval 
of the Cultural Revolution have had a de- 
vastating effect on artistic standards and 
have made Peking opera an anachronism. 
Young people are no longer interested in 
the art. The fashionable young intelligent- 
sia vie for tickets for a performance of 
Western music or ballet. The audience for 
the opera is mostly more than 50 years 





If Peking opera is to survivé, it will do so 
as a kind of museum theatre. The forms 
are too entrenched in the past to change 
without doing serious damage to an art 
which depends almost entirely on form. 
Perfection of this form is vital to its con- 
tinuing survival. But artistic perfection is 
one thing the present Peking opera school 
is not able to impart. 


1970s by comparative "national character" studies 
that viewed Nikkeijin communities as fossils of Ja- 
panese social values in the early 1900s. But the pre- 
sent Nikkeijin boom was given its biggest impetus 
by the Japanese translation of Alex Haley's best- 
seller Roots, and the showing in 1977 — repeated in 
1979 — of a fully dubbed version of the ABC-TV 
dramatisation of this story of an American Black's 
search for his ancestors. Few of the dozens of arti- 
cles which reviewed the series, or interviewed 
Haley when he went to Japan to promote his book, failed to con- 
nect the experiences of blacks with those of yellow Nikkeijin in 
the white US. 

A good candidate for the first emulation of Roots would have 
been the story of Japanese potter Chin Jukan (Sim Sugwan), 
who traces his Korean ancestry 14 generations back to 1604 
when the first of his line migrated to Japan in the wake of a Ja- 
panese retreat from war-torn Korea. But instead the “ruutsu 
buumu" gave birth to tear-jerkers such as Taichi Yamada's 
Amerika Monogatari (Tales of America), an NHK melodrama 
which followed the lives of three generations of a Japanese- 
American family in southern California. Poorly written, cast 
and produced, the 1979 series irritated Nikkeijin who saw it tele- 
vised in Los Angeles. The final segment, which portrayed the 
courtship and marriage of a Japanese-American woman and a 
black man who overcame the objections of both families but par- 
ticularly hers was criticised. Yoshimi Ishikawa, a Japanese ex- 
pert on immigration history, thinks that the showing of such a 
mixed marriage as an ideal typifies Japanese ignorance about 
US racial problems. 

Futatsu no Sokoku, which took Yamasaki five years to re- 
search and write, draws heavily on many original and translated 
Japanese sources, but also reflects her study of English-language 
materials in US archives and interviews with Japanese Ameri- 
cans who experienced World War II in the concentration camps 
(officially called "relocation centres") and in the Pacific, 
Hiroshima, and later in occupied Japan. But the story, which 
centres on the life of a Japanese-American journalist in the 
period 1941-49 is told through the eyes of a writer who in her 
own words “laments the manner in which the kokoro [heart, 
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sensitivity, feeling] of Japanese people is becoming desolate and 
is being lost.” 

The story unfolds as though Yamasaki had listed all the mis- 
fortunes that could possibly have struck Japanese-Americans, 
and heaped every one on the proud but fatigable back of the 
morally outraged protagonist, Kenji Amoh, born in the US, 
educated for 10 years in Japan, and graduated from a California 
college. Kenji's troubles begin with Pearl Harbour, when he is 
arrested in Los Angeles on suspicion of being a spy. When 
cleared of charges that should never have been made, he joins 
his family in a concentration camp where he finds himself on 
both sides of the pro-Japan/pro-US fence 

Kenji marries Ету, an “Americanised” compatriot, but he 
really loves Nagiko, who like his wife has never been to Japan 
but somehow possesses the “Japanese sensitivities” he ap- 
preciates. Nagiko marries his best friend, Charlie. The expected 
conflict between Charlie’s crass “American” personality and 
Nagiko’s refined “Japanese” character results in divorce, and 
when she “repatriates” to Japan with her parents, they are killed 
at Hiroshima and she later dies of leukaemia 

Isamu, one of Kenji's brothers, swears loyalty to the US and is 
killed in Europe. Kenji, who enlists for duty in the Pacific, 
wounds Tadashi, a brother who was in Japan at the start of the 
war and was forced to fight in the imperial army. Although as- 
sured after the war that he could regain the American citizenship 
he had lost because he had fought for Japan, Tadashi feels an 
obligation towards his dead comrades to live as a Japanese 


nknown to Kenji, Emy is raped by a white beast with golden 

hair on his chest, and becomes an alcoholic. She joins him in 
Japan, but old jealousies towards Nagiko and her new self- 
hatred merely add to his burdens as a monitor (corrector of mis- 
interpretations) at the international military tribunal in Tokyo 
When the war-crimes trials end, Kenji is interrogated by 
counter-intelligence agents because he publicly called the tribu- 
nal “unfair.” Paranoid hallucinations now complicate a sleepless 
and drunken depression; and feeling betrayed by the country he 
had fought for and by Charlie, who had collaborated with 
counter-intelligence he shoots himself while apologising to 
his parents for “being unable to find my own country.” 

The third novel by Yamasaki to draw plagiarism charges, 
Futatsu no Sokoku is flawed by errors which suggest her lack of 
intimacy with the subject matter. Many of the “Hey, Jap” 
episodes that punctuate her story appear to serve no purpose but 
to ensure that the reader gets her obtrusive message: the white 
world is hostile towards Japan and misunderstands the “superior 
talents of the Japanese people.” 

But while one cannot belittle the uncomfortable roles that Ja- 
panese-Americans chose or were forced by circumstances to 
play in the defeat, occupation and reconstruction of Japan, the 
theme of brothers and loyalties divided by war is too ancient and 
too universal to earn Yamasaki much critical acclaim. To evoke 
tears simply because some ethnic cousins have suffered racial 
discrimination and have anguished over their national identity 
fails to advance our understanding of human nature, or to re- 
duce the possibility of another world war. Nor does a work that 
exploits Nikkeijin so that Japanese can vicariously suffer their 
sorrows, and narcissistically re-examine the Pacific war, im- 
prove our understanding 

Japanese today are increasingly prone to shed tears in self-pity 
and forget their own contributions to the miseries of imperialism 
and war. But the inclination of Yamato Japanese to view the US 
concentration camps, the atom bombs, and the postwar Occupa- 
tion as ethnic affronts is a measure of their capacity to excuse 
their own national violence, to forget that no matter what the 
motives, discrimination is discrimination, death is death 

The experiences of Japanese immigrants and their American 
descendants are more poignantly and convincingly portrayed by 
Japanese-American and other writers in a number of more reli- 
able accounts in English and also Japanese. But as an entertain- 
ment novel written for rush-hour commuters through the lens of 
a TV camera, Futatsu no Sokoku is bound to stimulate more Ja- 
panese interest їп Nikkeijin. And greater Japanese concern 
about overseas cousins may hasten the day that pluralistic ideals 
take root in Japan, where ethnic problems are officially swept 
under the threadbare rug of homogeneity 19 
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Тһе Кеу institutions’ latest annual meetings take a backward step 





By Richard Nations 

Washington: The World Bank/ Interna- 
tional Monetary Fund annual meetings 
held on September 27-30 proved to be lit- 
tle more than a sideshow. While the 
world’s financial statesmen gathered to 
deliberate at the Sheraton-Washington 
Hotel, the real drama occured at the other 
end of town on Capitol Hill, where the 
United States Congress remained steeped 


_ in acrimonious debate over a bill to au- 


thorise US$8.4 billion for the IMF. 

This fractionalism lent the annual meet- 
ings an air of unreality. In his opening ad- 
dress, US President Ronald Reagan ex- 
coriated congress for shilly-shallying while 


_ reassuring delegates that he has “an un- 


shakeable commitment" to secure passage 
of the IMF bill. This was well tailored to 
suit the occasion. But it set a bad example 
of posturing on basic issues of global fi- 
nance. 

Meanwhile, most of the progress made 
at the World Bank/IMF annual meetings 
in Toronto last year was lost, at least from 
the developing countries' point of view — 
and much of the politicisation that has 
brought about the decline of the Interna- 
tional Development Association (IDA), 
the World Bank's soft-loan window, was 
injected into debate over the IMF itself. 

Doubts about Washington's resolve 
provoked a confrontation over “burden 
sharing” among the IMF's rich-nation 
backers. Technically, the 47.596 increase 
in IMF quotas agreed to earlier this year, 
as well as the trebling of the General 


_ Agreement to Borrow (GAB) to create an 


emergency fund of 17 billion special draw- 
ing rights, or SDRs (US$18 billion) can go 
into effect without the US paying up its 
2296 share. 

But the issue which dominated behind- 
the-scenes negotiations in Washington be- 
tween the IMF and its major contributors 
was whether any bloc of countries was pre- 
pared to fill the vacuum if congress failed 
to come through with its quota. No coun- 
try wants to offer the IMF a subvention 
which might in effect serve only to “bail 
out” the US. “Last year Mexico gal- 
vanised the fund's backers to forestall a 
global financial crisis," an IMF official 
said. "This year the crisis is one of political 
will among the fund's supporters." 

The first casualty could well be the 
fund's Enlarged Access Policy (EAP), to 
which most developing countries in ba- 
lance-of-payments distress look for liquid- 
ity and adjustment programmes to attack 
chronic deficits. The EAP relies on bor- 
rowed resources, since only half of the 
SDRs 30 billion of “ordinary resources" 
raised by the new quotas is in usable 


(hard) currencies, and this is earmarked 
for the IMF's non-conditional facilities 
and members’ calls on reserve tranches. 
The IMF has borrowed SDRs 6-7 billion a 
year to finance the EAP since it was first 
established in 1981 to ease the non-oil pro- 
ducing less-developed countries (LDCs) 
through the second oil shock. 

This year, however, US Treasury Sec- 
retary Donald Regan made it clear that 
the US would not participate in any 
further official loans to the IMF, since US 
law requires congressional approval which 
is highly problematical in the current cli- 





mate. Moreover, Washington insists that 
the enlarged GAB emergency fund only 
be used for crises which threaten global 
stability. 


A" this has provided a focus for a major 
display of financial brinkmanship 


"among the world’s key financial powers. 


The Bank for International Settlements 
(BIS) has tied an SDRs 3 billion official 


.loan it promised the IMF to Washington. 


fulfilling its quota pledge; and Saudi 
Arabia in turn tied its promise of a loan of 
a similar amount to that of the BIS. No- 
body wants to press this test of wills to the 
end, since it would force the IMF to ration 
credit and short-list countries already in 
urgent straits. The Philippines, Zaire, 
Nigeria and Portugal are all now in the 
queue for substantial standbys. 

The struggle over the IMF's borrowing 
programme fuelled an assault by the con- 
servative industrial powers on the EAP it- 
self. Regan insisted that annual access 
levels for extended arrangements under 
conditional facilities should be reduced 


New economic disorder 


from thé current 150% of quota to 102% 
— the figure which on average yields the 
same amount of resources in absolute 
terms after the quota increase as do the 
ceilings now in effect: 

Most poorer LDCs — and those there- 
fore in greatest need of larger fund ar- 
rangements — raised their quotas by less 
than the average since 60% of the increase 
was on а "selective" basis to realign a 
country’s standing in the fund with 
changes in the world economy. Under 
pressure from the developing countries, 
the Interim Committee — the IMF's 
policymaking body — agreed to set new 
access limits between 10296 (where most 
LDCs lose access in absolute terms) to 
125% (none loses but only a few gain). 

This compromise, however, did little to 
assuage the sense of dismay and betrayal 
among most developing-country dele- 
gates, since the lower ceilings in effect 
cancelled the benefit of the larger quotas 
for those countries most likely to turn to 
the fund for support. But the mood of fi- 
nancial stringency in Washington, the 
IMF's own effectiveness in containing 
Latin American debt problems and con- 
viction that the US recovery is now 
spreading abroad combined to transform 
last year's crisis of global liquidity into a 
liquidity crisis in the fund itself. 

Indeed, the politics of the quota in- 
crease has twisted the exercise from one 
initially designed to save overborrowed 
LDCs from default, into a defence of the 
IMF itself against what are now deemed 
(not only by the US) as excessive claims 
from the debt-ridden Third World. 

"We've got a raw deal," the governor of 
the Reserve Bank of India, Monmohan 
Singh, said flatly when asked whether the 
LDCs are actually worse off than if the 
whole quota exercise had not been under- 
taken. Meanwhile, the Group of 24 — the 
IMF's Third World bloc — is bracing itself 
for further assaults on the developing 
countries' position in the fund. The EAP, 
the Interim Committee communique 
warned, would be reviewed annually “in- 
cluding the possibility of its termination" 
in the light of the fund's liquidity position. 

Moreover, the conservative industrial 
powers — the US, Britain, West Germany 
and Japan — are also pressing to reduce 
the access ceilings to the Compensatory 
Finance Facility (CFF) from the current 
100% of quota to 68-85%. The trend is 
also towards tightening up conditionality 
of the CFF and other facilities which up to 
now has been automatically triggered by 
conditions deemed beyond a country's 
control. 
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For the first time; this year’s Interim 
Committee deliberations drew a formal 
protest from four developing-country de- 
legations — India, China, Algeria and 
Zaire. *We shall simply have to fight year 
after year to prevent a further deteriora- 
tion of the LDC position in the fund," 
Singh said. 

The World Bank's agenda in 
Washington also suffered from the mood 
of austerity and financial gamesmanship 
among the major donor countries. The 
IDA deputies' meeting made no progress 
on agreement for the overall size of the 
seventh replenishment (IDA 7) due to 
begin in January 1984, (The soft-loan win- 
dow lends to the world's poorest countries 
in Sub-Saharan Africa and South Asia as 
well as China). 

Nonetheless, one obstacle towards con- 
tinuing a large Japanese donation to the 
IDA was apparently cleared away when 
France, Britain and West Germany — all 
of which rank higher than 
Japan in terms of sharehold- 
ings in the main arm of the 
World Bank, the Internation- 
al Bank for Reconstruction 
and Development (IBRD) — 
agreed to a selective capital 
increase which would rank 
Japan in second place, com- 
mensurate with its standing in 
the global economy. The im- 
portance of harmonising the 
ranking of Japan's share in 
IDA with that in the IBRD 
was a main theme at the 
Washington meetings, Bank 
of Japan governor Haruo 
Maekawa said. 

The overall size of IDA 7, 
however, is still constrained 
by Washington's insistence 
that it will not pay more than 
US$750 million a year, and 
the equally adamant position of other 
major donors that the US share of IDA 
should not be allowed to fall below 25%. 
Together, these two conditions imply а 
US$9 billion IDA 7, well below the US$16 
billion which World Bank president Tom 
Clausen continues to insist is essential to 
provide real growth in IDA lending and to 
accommodate the needs of China. Bank 
sources hope the US will be more flexible 
after the IMF quota gets through con- 
gress. But even the most optimistic recog- 
nise that there is probably an unbreacha- 
ble political and psychological barrier to a 
significantly higher US contribution. 

Nor was the bank given a green light to 
expand its lending programme, despite 
Clausen's appeal that the IBRD should be 
fortified to restore at least some of the 
capital lost to developing countries by the 
contraction of commercial credit. IBRD 
lending commitments for fiscal 1983 
and 1984 have stagnated, bank sources 
said, requiring an immediate selective 
capital increase of US$20 billion plus a 
general capital increase of the order of 
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US$70 billion by the end of 1986 if a 5% 
annual growth rate in lending is to be 
achieved over the rest of the decade. 

Most donors agreed on a US$8 billion 
selective capital increase, with the US 
holding out for US$3 billion — the mini- 
mum necessary to achieve the selective 
capital increase's primary function of 
realigning members' shareholdings in the 
IBRD to preserve traditional symmetry 
with the IMF quota allocations. The bank 
staff was charged with presenting its case 
for a general capital increase at next year's 
annual meeting. 


he World Bank staff sees this as an 

opportunity to reassess basic develop- 
ment strategy to see if there is a larger role 
for the bank to play in resolving the LDCs' 
medium-term balance-of-payments pro- 
blems by strengthening its structural ad- 
justment loans and quick-disbursing "spe- 
cial action" loans. Hard-up countries such 


Clausen: US$16 billion is essential for growth. 





as the Philippines have applauded the 
bank's special action programme and 
would welcome bank loans which in effect 
would stretch out the maturities of its 
commercial debt. 

Last year the Mexican debt crisis in- 


jected a shot of political adrenalin into the 


IMF. This year, however, it was the morn- 
ing after and the two Bretton Woods in- 
stitutions are suffering from a massive 
hangover. The IMF quota increases, origi- 
nally designed to reassure international fi- 
nancial markets, have in fact served only 
to impose serious political restraints on 


-the system. Last year most, including the 


Reagan administration, assumed congress 
would come round once the solvency of 
US banks hung in the balance. Now, how- 
ever, it is distressingly plain that old argu- 
ments of enlightened self-interest cut little 
ice in the US House of Representatives. 
More than anyone else it was Clausen 
who took an authoritative stand and, in his 
opening address, pinpointed the basic 
issue facing the Bretton Woods institu- 
tions: not a lack of resources, nor a failure 


at both Bretton Woods institutions. 


of strategy, but a weakening of political 
will. *Do we vigorously support [the 
bank's and fund's] further evolution?" he 
asked. “Ог do we leave these unique in- 
struments inadequately armed in the face 
of tomorrow's challenges?" Reagan, for 
example, told the press he could get con- 
gress to back IDA if he really wanted to, 
said Clausen. 

There was no unequivocal reply to 
Clausen's question, certainly not from the 
American delegation, nor from Europe or 
Japan which continue to urge strong sup- 
port for the Bretton Woods sisters only if 
Washington takes primary responsibility 
for them. Meanwhile, the growing con- 
gressional disenchantment with the bur- 
dens of global defence spending and open 
world markets has crystallised into an av- 
ersion towards multilateralism in general 
and the IMF in particular. 

Reagan probably will secure the IMF 
quota legislation, but only at the cost of 
politically purchasing every 
individual vote. The tradi- 
tional congressional coalition 
for the liberal post-war inter- 
national order has irretrieva- 
bly collapsed, and the first 
reaction in Europe is to duck. 
The rancour that marked the 
struggle between IDA’s prin- 
cipal donors last year has 
moved into the heart of IDA, 
a development which in the 
long run could prove a great- 
er threat to the well-being of 
the LDCs than the Mexican 
crisis. 


» Mike Tharp writes from 
Tokyo: World Bank sources 
here said there is *no doubt" 
Japan wants to play a larger 
role — and enjoy more clout 
— in the IBRD. They pointed 
out that the bank already looks to Japan 
as a heavy contributor to the IDA. Ja- 
panese officials generally favour a greater 
role in both the World Bank and the IMF. 
But they want some of the diplomatic and 
political prestige that would accompany 
shouldering a larger share of those organi- 
sations' funding. 

Tokyo is prepared to . contribute 
amounts deemed "appropriate" to a sec- 
ond-place ranking in the capital standings. 
The Ministry of Finance has lobbied for 
years to maintain an annual doubling of 
Japan's overseas development assistance, 
or foreign aid, and though that rate of in- 
crease is likely to slow, Japanese diplo- 
mats continue to see the World Bank and 
the IMF as useful forums for trying to en- 
hance their country's international status. 

There have been only two World Bank 
senior vice-presidents from Japan, and 
one is scheduled to retire in November. 
Officials have the backing of the diet, or 
parliament, in their efforts to despatch 
more Japanese to serve as senior officers 
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Aftermath of revolution 


The economic crisis has bottomed out, but future growth 
depends on continuing reforms and good weather 


By Nayan Chanda 

hree successive years of good harvests 

and an upturn in exports seem to have 
pulled Vietnam out of its worst economic 
crisis, But galloping population growth, 
lack of investment and a growing debt bur- 
den will render full recovery a long and ar- 
duous task. Coming on the heels of a re- 
cord grain harvest of 16.2 million tonnes in 
1982, Vietnam has reaped a bumper har- 
vest this summer. If there is no natural 
calamity before the main winter harvest 
the country may well achieve its target of 
17 million tonnes this year. Data, though 
incomplete, on Vietnam's exports to its 
principal non-communist trading partners 
also show healthy growth. 

Agriculture, a bright spot in Vietnam's 
economy, looks brighter than it should 
considering the deep crisis it faced barely 
three years ago. A combination of bad 
management, the low level of investment 
and natural disasters since the 1975 com- 
munist victory brought about a decline in 
the country's food production, which 
reached an all-time low of 12.9 million 
tonnes in 1978. Hunger, among other fac- 
tors, drove a large number of Vietnamese 
to make the perilous boat journey across 
the South China Sea, and for the first time 
in two decades there were food riots and 
organised defiance of authority in north- 
ern Vietnam. 

During the height of the war and Ame- 
rican bombing, Vietnamese in the north 
ate and lived considerably better than in 
the post-war years. What was grown in 
North Vietnam itself in 1965-73 provided 
312 kgs of foodgrains per person each 
year. An average of 500,000 tonnes of rice 
was given by Peking to North Vietnam 
every year, making 324 kgs of foodgrains 
per person. But in 1978, an average of 
only 251 kgs of foodgrains were available 
— а 22% drop from the war years. 

However, these figures do not take into 
account the amount of foodgrains set 
aside from the national output for seed, 
livestock feed and industrial use. The ac- 
tual ration of staples in cities and towns av- 
eraged only 13 kgs a month, of which only 
6-7 kgs were rice — а below-sub- 
sistence ration. 

Vietnam's food situation today looks 
much better. In 1982, thetotal production of 
16.2 million tonnes of foodgrain (up 8% 
from 1981 and 13% from 1980) not only 
represented an all-time record, it also sur- 
passed — for the first time — its plan 
target, by some 260,000 tonnes. 

А more important achievement for the 
Hanoi government was its success in col- 
lecting 2.9 million tonnes of foodgrains 
from the farmers in 1982 — a significant 
increase from 1979 when the total pro- 
curement of grain amounted to only 


600,000 tonnes. The higher collection, 
achieved primarily by offering attractive, 
often free-market, prices to the peasants, 
means that the government can feed its 
officials and soldiers from government 
stocks. The need to import food was also 
significantly reduced. Vietnam now hopes 
to stop imports of foodgrains altogether in 
1984. 

But the level of consumption is still well 
below the level of the war years. The race 
between Vietnam's galloping population 
growth (the average rate of 2.6% adds 
about 1 million people a year) and slowly 
rising food production is far from being 
won. In 1982, the per capita production of 
milled rice was 12.5 kgs a month. This is 
not only below the minimum requirement 





of 15 kgs a month (to give 2,400 calories a 
day) but also below the level of 1976. 

If Vietnam can maintain the planned 
growth rate in agriculture and in popula- 
tion control — a very big if in view of the 
country’s heavy dependence on good wea- 
ther and the difficulty of mobilising a 
largely rural population to practise birth 
control — it may achieve real self-suffi- 
ciency by 1987. The kind of self-suffi- 
ciency officials see for 1984 essentially 
means an end to food imports, but not a 
level of consumption that even the Viet- 
namese Government could consider 
adequate. 


Meses has also recorded a sizable in- 
crease in its industrial production. Com- 
pared to an annual rate of growth of 0.6% 
in 1976-80, Vietnam's gross industrial out- 
put value in 1981 and 1982 increased at a 
rate of 12.7%. In the first eight months of 
this year industrial output went up by 
8.2% over the same period last year. The 


i 
Crushing scrap iron in steel plant: power shortages hit hard. 





increase is largely explained by the growth 
of small industries and handicraft makers 
following liberalisation of capitalist enter- 
prises which began in 1979. 

Although the government has not pro- 
vided any hard data on’industrial produc- 
tion, judging by the increased share of 
handicrafts in Vietnam's exports plus the 
greater availability of consumer items in 
Vietnamese towns, the claim of higher in- 
dustrial production seems believable. But 
again, the progress is noticeable only in re- 
lation to the darkest years of 1978 and 
1979, when all sorts of consumer goods 
virtually disappeared. Although there 
seems to be an increased supply of clothes, 
soap, medicines and household goods 
today, the supply is far short of needs. 
And because of high prices, only a small 
urban minority can afford them. 

Much of the increased supply of con- 
sumer goods came from gift parcels (esti- 
mated to be worth more than US$150 mil- 
lion) sent by Vietnamese abroad to their 
relatives and from smuggling from Thai- 
land and Singapore. Domestic production 
of textiles is reported to have risen from 
the all-time low of 175 million sq. ms in 
1980. But even if Vietnam achieves the 
1983 target of 260 million sq. 
ms, it would still mean only 
4.5 sq. ms per person, or 
about 0,5 sq. m. less than in 
1976. The 1983 target for 
paper production is also con- 
siderably lower than the 
amount Vietnam produced in 
1976. Only sugar production 
seems to indicate a sizable in- 
crease over past years. 

There has been no notice- 
able improvement in the seri- 
ous power shortage that has 
stunted industry's growth. 
Only when the thermal and 
hydropower stations, now 
under construction, come 
into operation in two to five 
years will factories have 
enough electricity to run at 
full capacity. After a precipit- 
ous drop in 1980, production 
of coal — Vietnam's major export item 
and main fuel for power generation — has 
now reached the level of 1977. If the target 
of 6.5 million tonnes of coal in 1983 is 
achieved, that will be the first net advance 
in recent years. 

But judging from Vice-Premier To 
Huu's recent remarks on the coal industry 
"facing many difficulties regarding equip- 
ment, supplies, transportation and daily 
life," that goal is unlikely to be achieved. 
Announced targets for steel and chemical- 
fertiliser production in 1983 remain lower 
than amounts produced in 1976. Only ce- 
ment production seems to have surpassed 
past levels, but in per capita terms growth 
is marginal. 

Thanks to export bonuses to producers 
and decentralisation of effort, Vietnam- 
ese exports reached a record US$595 mil- 
lion in 1982 — a 42% increase over 1979 
when the liberalisation measures were 
first introduced. Some 75% of Vietnam's 
exports of handicrafts and light-industrial 


OCTOBER 13, 1883 e FAR EASTERN ECONOMIC REVIEW 


i 
i 
















idi According 
s of the Interna- 


‚ lion! re- 
eted" and its ex- 
stood at US$247 






dthe Chinese punitive ex- 
ietnam La 1979, it has be- 









economy in recent years coin- 
ietnam's invasion of Cam- 
er. war with China, the de- 
terioration of the economy started long 
before the first shot was fired. Even with- 
out a conflict with its neighbours, Viet- 
nam's economy would not have been in 
vastly better shape. This is not to say, 
however, that economic losses incurred 
from the war and diversion of resources 
have not affected the economy. But they 
have brought additional complications to 
an economy which had been suffering 
from a host of basic problems. 

When the US bombing of the North 
ended in 1973, production in major sec- 
tors of the northern economy stood at 
1965 levels, though the population con- 
tinued to grow, Massive grant aid from the 
socialist bloc ~~ in particular foodgrains 
and consumer goods from China — kept 
the North's economy moving. In the 
South, too, a fall in food production was 
made up by US-supplied rice. Light indus- 
try in the South was quite developed, but 
it was crippled soon after 1975 because it 
was totally dependent on imported raw 
materials and spare parts. In 1975, China 
ended its free rice supply to the North and 
the South lost its American supply. 

Hanoi took over the management of a 
chronically food-deficient and industrially 
crippled Vietnam — a task rendered more 
difficult by three successive years of 
drought, floods and typhoons. The inher- 
ited material difficulties and problems 
posed by inclement weather were com- 
pounded by.zealous Vietnamese attempts 
to reunify the country, unrealistic 
economic planning and unimaginative 
bureaucracy. The leaders not only under- 
estimated the strength of social and 
economic differences between the south 
and the north, they also had too much 
confidence in the revolutionary zeal of the 
northern peasantry as à moving develop- 
ment force. 

The 1976-80 five-vear plan foresaw a 
“leaping development" in agriculture and 
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large-se 
heavy industries in the north only brought 
about passive resistance, stagnation and, 
in many sectors, an actual production de- 
cline. Official Hanoi statistics show that at 
the end of 1980, production of virtually 
every important industrial and agricul- 
tural item had dropped below the 1976 
level, and per capita production had fallen 
drastically across the board. ^ 

Conflict with Cambodia and China only 
added more problems. In 1977 and 1978, 
Khmer Rouge border raids had adversely 
affected agriculture. Quarrels with China 
in 1978 led to the cancellation of Chinese 
aid, estimated at US$900 million, that 
could have improved Vietnam's transport 
and light industry. The massive exodus of 
ethnic Chinese from northern Vietnam 
dealt a heavy blow to coal mining, fishing, 
ceramics and the textile industry as well as 
to port operations, as a high percentage of 
these workers were of Chinese origin. The 
February 1979 Chinese invasion of Viet- 
nam's border region resulted in the de- 
struction of several cities, a power station, 
railway line and bridges, and also a major 
apatite mine which provided an important 
source of fertiliser. 

Since 1979, Vietnam has maintained 
up to 180,000 troops in Cambodia and 
seven army corps have been deployed 
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salaries are so low that the annual bill is es- 
timated to be only US$9.3 million even at 
the unrealistically low official rate of ex- 
change. With an average ration of 20 k 
of rice a month, Hanoi needs only 38,400 
tonnes to keep them in Cambodia (costing 
only US$1,500 to the Vietnamese treasury 
at the official price of 4 US cents a kg). 
Adding another US$15 per person a year 
for clothes and medicines, the total esti- 
mated bill for the Vietnamese military 
presence would be US$11.7 million a year 
— а burden that would not make much 
difference to Vietnam's overall economic 
situation. Maintaining a large army also 
means keeping away from the jobs market 
several hundred thousand youths who 
would otherwise be unemployed. Given 
the depressed state of Vietnam's industry 
and the lack of investment, demobilisa- 
tion could pose serious socio-economic 
problems for Vietnam, 

While the recurrent expenditures for 
Vietnam's involvement in Cambodia and 
its conflict with China are not very high, 
the conflicts have proved costly in other 
ways. Because of the invasion of Cam- 
bodia, Vietnam lost US$78.5 million in 
bilateral aid and US$99 million in 
multilateral aid which had been pledged 
earlier. Had these been available, agricul- 
tural production might have increased 
somewhat and the consumer-goods indus- 
try would have functioned at a higher ca- 
pacity with imported raw materials. More- 
over, Vietnam has been deprived of all 
major sources of non-communist aid — a 
serious loss for a country so short of funds. 

However, Vietnam has been extremely 
slow in absorbing any aid other than cash 
Brants or commodities, Because of the 
lack of infrastructure and qualified per- 
sonnel, as well as low productivity and red 
tape, foreign-aided projects have been 
slow in taking shape, and an enormous 
quantity of aid has been lost because of 
negligence and bureaucracy. 

Vietnam managed to halt its downhill 
journey in 1982 thanks mainly to the third 
successive year of good weather and the 
liberalisation of the economy. Measures 
adopted during the sixth plenum of the 
central committee in August 1979, giving 
wider scope for private farming and piece- 
rate wages in industry, were applied 
throughout the country in 1981 and 1982. 
Giving up its previous emphasis on exhor- 
tation and emulation as the principle moti- 
vations for higher production, the govern- 
ment began talking of respecting "three 
interests" — those of the state, the collec- 
tive and the individual. Since individual 
interests had previously been ignored, the 
new policy amounted to giving individual 
peasants and workers a chance to improve 
their lot while working for the collective. 

Peasant families in the north were 
allowed to till fallow land or unused 
cooperative land without paying taxes. In 
cooperatives, a contract system was intro- 
duced under which families could retain 
any amount grown above the contracted 
quota and could sell the produce on the 
{тее market. A similar principle was 
applied in wages to industrial workers and 
cooperative fishermen. The purchasing 
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price of grain as well as cash crops was 
raised, often to the free market level. 
Small-scale industry and handicraft pro- 
duction under private ownership were en- 
couraged, as was private retail trade. The 
new management policy, however, has 
had very little impact on the heavy indus- 
trial sector, which remains depressed 
owing to shortages of energy, raw mate- 
rials and spare parts. 

Agriculture's minor upturn in 1982 was 
not due to any success in solving basic prob- 
lems facing the war-ravaged and under- 
developed country but because the peas- 
ants worked their best under a new policy 
and because the weather has been favour- 
able. Whether this growth rate in agricul- 
ture will be maintained in the next five 
years and self-sufficiency achieved de- 
pends on improving irrlgation and the sup- 
ply of fertiliser and insecticide required 
for intensive cultivation. Any change from 
the present liberal policy of family-based 
contracts and the slow pace of collectivisa- 
tion in the south could have a serious 
negative impact. 


Qi the beginning of 1983 the Viet- 
namese authorities have introduced 
measures aimed at curbing private trade and 
controlling production of state enterprises 
outside plan norms. There has been criti- 
cism in the party newspaper about the 
slow pace of collectivisation in the south 
and about the resurgence of capitalism in 
both north and south. If the measures 
aimed at better state control of market 
and prices are applied in a hamfisted man- 
ner it could undo the progress achieved 
since 1979. 

The success of the Vietnamese plan to 
relocate 1.5 million people to currently 
uninhabited mountainous zones to engage 
in farming, stock-breeding, forestry and 
other occupations will depend on the gov- 
ernment's ability to provide adequate in- 
vestment and make resettlement: attrac- 
tive. Even if the plan succeeds, there will 
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still be a large number — perhaps 15% of 
the workforce — unemployed. 

If the Bim Son and Hoang Thach ce- 
ment mills now under construction come 
on stream by the end of this year, produc- 
tion of cement should increase by 77%. 
Completion of the Soviet-built Pha Lai 
thermal power station in 1985 will increase 
the power supply by 110,000 kwhs, but 
Vietnam's energy needs will not’ be 
adequately met until the completion of the 
Black River project and the Dong Nai 
project in the south some time in the late 
1980s. 

In his speech to the fifth congress of the 
communist party in March 1982, Prime 
Minister Pham Van Dong said oil would 
start flowing from offshore sites in the 
south by 1985. This optimism was based 
on an agreement signed with the Soviet 
Union the previous year for its help in 
exploring for and exploiting offshore oil. 
In more recent statements, Vietnamese 
leaders have avoided mentioning that 
prospect. In view of the limited Soviet ex- 
perience and lack of developed technol- 
ogy in this field, the prospects for finding 
oil and making commercial use of it in the 
near future do not appear very bright. 

In the light-industry sector, paper, 
cigarette and sugar production is likely to 
increase, but the prospects for any im- 
provement in textiles and plastics are slim. 
Consumer goods are going to be in short 
supply for the foreseeable future. Al- 
though handicrafts and small-scale indus- 
try using domestic raw materials have 
made a remarkable comeback in 1982, 
they are unlikely to maintain such a high 
growth rate after the initial spurt. In- 
creased output in this sector is also likely 
to be soaked up by exports, leaving smail 
amounts for the domestic market. 

If the present policy of encouraging ex- 
ports — by giving production units a share 
of the foreign exchange they earn — con- 
tinues, and plans for expansion of rubber, 
coffee and tea plantations are realised, 
Vietnamese exports are likely to grow at a 
moderate pace. But as Vietnam's hard- 
currency loans start maturing, an increas- 
ing amount of export earnings will have to 
be spent on repayment and debt servicing. 

Vietnam will also have to make availa- 
ble an increasing amount of fruit, vegeta- 
bles and consumer goods such as clothes, 
shoes and cigarettes for export to the 
socialist bloc — and Vietnam's trade de- 
ficit with that bloc has already grown 
enormously. Increased production in 
coming years will not necessarily mean in- 
creased consumption by the Vietnamese 
people, 

Vietnam has come back from the brink 
of an economic collapse by relying on pri- 
vate initiative and material incentives and 
by giving ideology a back seat. In the 
months and years ahead the Vietnamese 
economy can crawl towards progress if the 
budding liberal reforms are protected 
from the buffeting of bad weather and 
ideological blows. But real growth in the 
economy will have to wait until the coun- 
try makes peace with its neighbours and 
the Western aid and investment door 
reopens. 
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It's a style to which you will fast become accustomed. And 
our Top Class is the only place you can find it 


Like any exclusive private club, it's restricted to a small group 
of people. Twelve to be exact. So there's plenty of room to 
move around or stretch out on one of our "Dreamerette?" 
seats. 


But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
So you'll never have to wait to be served. Even better is 
what they serve you. Vintage wines from our "cellar in the 


. sky” and the exquisite Italian and continental specialities 


which our chefs prepare every day. 


NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST C 
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There's even an "Alitalia Boutique" where you can 5 
fashion from the great Italian designers: Battistoni, Ferr: 
Gianni Versace, Trussardi and Valentino, at unbeata 
prices. | 
And once you arrive in Rome or Milan, one of our great 
luxuries awaits you. Youll get a prestigious car 
unlimited mileage and free insurance for two days, offer 
by Alfa Romeo in cooperation with Avis. Just as 
when you book your Top Class flight. For more details 


us or your travel Agent 


If you usually fly First Class, you 
owe it to yourself to move a 
step up. Alitalia's Top Class. 
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In фе world of = 
international peii 
our name 

makes a difference. 


For over one hundred years, ihe name 
American Express has meant exc ellence 
personal service. 

Today, with the added strength of affil 
iated Trade Development Banks, American 
Express Bank continues this tradition of. 
excellence. We offer an unparalleled array ` 
of financial services, through our offices in 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need. 

As an American Express company, we 
offer a broad spectrum of personal and. 
investment services no other bank can 


with everything from asset management _ 
and securities transfers to international Gold 
Card® privileges. 5 
Through our far-reaching global net- 
work, our services are available not only in 
the major financial centers, but through 85. 
Offices in 38 countries as well. ; 
American Express Bank. Our name 
really does make a world of difference. ` 
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Мете the new AT&T. A new company with a new symbol. But we're not exactly a 
newcomer. As the company that built the United States telephone system, we have more than 
. one hundred years experience and a worldwide reputation. _ | | 
With the breakup of the Bell System, however, we know we must earn our customers’ 
confidence all over again, all over the world. — | 


5 we compete for your business, we'll stand out from the crowd by giving you better 









_ service than anyone. That's a commitment. — | 
- And we'll bring you the most advanced technology from our world-renowned Bell 
Laboratories. That’s a guarantee. | | | 

_ The best information systems for your business. And long distance expertise to reach out and 

.. touch anyone, any time—anywhere in the world. E 

2 ere going to use our research, development and marketing talents to bring the benefits 
. of жо age technology home to you. | А 
" he new AT&T. Our new outlook is also our goal. To give you every reason, every day, 

- to choose us. а | "NND : 





We'll be the brand name to count on. For dependable, state-of-the-art phones for your home. xn 








The арры of growth in the 
r East is no secret. 

Н constantly discussed and analysed 
rom the universities to the public media to 
orporate boardrooms throughout the world. 
Yet, it often goes unnoticed that 
Asia’s economic miracle would have been 
impossible without remarkable leadership. 

Not just political 
ship. But leader- | 
level of each ¢ 

SA region. The people . the 
) are shaping the future in the countries 
ASEAN, in Japan and Hong Kong are 
iessmen, bankers and community leaders 
e quality. 

Yet leadership in the oriental world is 

he strident, high-profile performance we 

re used to in the West. 

These are subtle, sophisticated men who 
ften prefer to know rather than be known. 

: In order to talk to Asia's powerful 
ision-makers, you first have to find them. 
Fortunately, your task is a lot easier 
han i it may seem. 

Because there is one publication, and 
only one, that consistently reaches the 
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‘Talk to them through 
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largest concentration of top people in Asia. 

The Far Eastern Economic Review. 

You can compare circulations with _ 
other magazines but that would be misleading. 
Because while some of those publications may 
be reaching Asians at all levels, only the Review 
goes straight to the top, and only to the top. 

The Review forms a vital bond of shared 
knowledge in a region 
that is geographically 
and socially fragmented. 

So naturally, it is indispensable for 















anyone needing a consistent, reliable source of. 


in-depth information on Asia. 
The Review is the cornerstone of Asian 


. campaigns, placed by serious-minded 


advertisers marketing quality products and 
services. They know that in the Review their _ 
messages are well received throughout the ii 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia's growth. 
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For Advertisers who take Asia seriously. 








..9696 of Review subscribers are in business, the professions or government. 
61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 


68% of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles Ш available on request. 


: For further information, please contact 
The Far Eastern Economic к 181- 185 Gloucester Road, 7 7th Bon, ‚Сеше Pon Р.О. Вох 160, ср Kong. Tel: 5. 1724801, Teer: 52497. кїл; 



































For instance, manufacturers 
need it on the shop floor. 


With the pass of the hand, shop floor personnel turn clerical 
transaction time into productive labour. Traditionally paperwork 
chores have been obstacles to real production. But that’s no 
longer the case. The NCR optical wand scans coded data so 
up-to-the-minute job and inventory information is instantly 
available to the need-to-know people. 


NCR automated transaction processing makes it possible. 
When a shop document is scanned the data is electron- 
ically transmitted to the main processor where it becomes 
vital information. NCR source data equipment handles 
the digital details so shop floor personnel don't have 

to become computer experts. 


That means better service for customers. Less paper- 
work and fewer errors for manufacturers. It adds up to 
increased productivity. And everybody benefits. 


Today electronic transaction processing systems 
are making the job easier for the people who 
enter data for the people who need to know 

now. It's not only happening worldwide in 

the manufacturing area but also in other 

areas of business. And behind these systems are 16,000 
trained field engineers to ensure trouble-free operation. 


For first-hand information 
about NCR automated NCR 
transaction processing, 

99 Years Experience: 


NCR puts 
computer power. 
where you needit. ® ай 


xxu qu А. with NCR Computer Power 
€ in your hands, too. 













special advantages for Companies dealing in 

Saudi Riyals, KD's and other Arab currencies 
GIB's dealing network, operating round the 

clock from offices in Bahrain, London, New York 


As fluctuating exchange rates put new 
pressure on corporate profitability, changing 
patterns of trade are underlining the need for 
specialist expertise in the currencies of the Arab 
countries and Singapore, is just one of a comprehensive 

This is the situation behind the emergence of 
GIB as a major dealing force in the world-wide 


foreign exchange markets -with some very Gulf International Bank asc whatever the problem 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, Р.О, Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


078- The Cnternationál Bank of | the Seven Gulf States 


range of commercial and merchant banking 





services through which GIB provides solutions 
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Virata; violence in Makati business district: Marcos changes his tune. 





ECONOMIES/PHILIPPINES 


Sounding the alarm 


Anti-government demonstrations, capital flight and bankers' 
jitters result in urgent official moves to raise money 


By Guy Sacerdoti 

Manila: The recent spate of anti-govern- 
ment demonstrations — some of the most 
prominent in the main financial district of 
Makati — has done much more than 
arouse fears over the Philippines' political 
future. The rallies, and President Fer- 
dinand Marcos' threats against participat- 
ing businessmen, have coupled with the 
already difficult balance-of-payments pic- 
ture to create an increasingly serious situa- 
tion of capital flight and a slowdown in re- 





newals of some of Manila's US$4.5 billion | 


in short-term revolving credits. 

This could place the Philippines in an 
extremely difficult financial condition un- 
less the International Monetary Fund 
steps up its standby assistance and the 
larger traditional-lender banks from the 
United States can be talked into picking 
up the slack in short-term commitments. 

The IMF and senior Philippine officials, 
led by Prime Minister (and Finance Minis- 
ter) Cesar Virata, are finalising revised 
economic-performance criteria accom- 
panying a one-year standby credit of 315 
million special drawing rights, or SDRs 
(US$334 million), signed in February. 
The disbursal of the funds is spread over 
the year and the next release can be made 
only after approval of a mid-term review 
of the country's economic performance. 
Virata was scheduled to meet IMF manag- 
ing director Jacques de Larosiére on Oc- 
tober 5, the deadline set by the IMF. 
On that day, the office of deputy cen- 
tral bank governor Juan Quintos confirm- 
ed to the REVIEW that a parity shift 
for the peso had been agreed — from 
P11:US$1 to P14 — in effect, a devalua- 
tion of 21%. This realigns the official 
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rate with the recent street exchange rate. 

Most critical is the balance-of-payments 
deficit which, despite strict measures de- 
signed to dampen imports, quicken export 
receipts and boost overseas-worker remit- 
tances, has drifted well above the original 
1983 target of US$598 million. As of Au- 


| gust 31, the deficit already was about 


US$820 million, even though the current- 
account deficit has shown some improve- 
ment. The 1982 balance-of-payments de- 
ficit was US$1.13 billion. 

Part of the problem behind the political 
jitters is the surge of pesos being con- 
verted into other currencies, particularly 
into US dollars. Reports from 
Washington say Virata estimates the out- 
flow of capital since the August 21 assassi- 
nation of opposition leader Benigno 
Aquino at about US$200 million. The 
military has clamped down on some of the 


| black marketeering in Manila, bringing 


the street exchange rate down. 


B: pressure on the peso has continued 
to mount; in the last week of Sep- 


| tember, rumours were rampant in the fi- 





nancial community that another devalua- 
tion was in the offing. On June 23, the 
monetary authorities devalued the peso 
7.3%. The Central Bank of the Philip- 
pines said, however, that the peso would 
be defended even if international reserves 
had to be used. But here too, options are 
limited. Out of the country's US$18 bil- 
lion in foreign debt, US$4.5 billion is in 
short-term revolving credits, and skittish 
foreign bankers are trying to determine 
whether the loans should be renewed. Al- 
though exact amounts are difficult to con- 








firm, some banks are known to have re- 
fused to roll over short-term facilities on 
schedule. Government officials say some 
US$300 million will need to be raised 
within the next few months to cover short- 
term facilities not being renewed. 

The smaller US-based regional banks, 
which dived heavily into Asian and other 
Third World portfolios, were stung by the 
rescheduling of Latin American debt and 
have by and large left the Philippine 
scene. Bankers say Wells Fargo Bank 
went to market shortly before the Aquino 
murder with a US$100 million short-term 
facility, but after the turmoil following the 
shooting, withdrew the offer after receiv- 
ing commitments for only US$35 million. 
But this worries Manila-based offshore 
banking units — which do a lot of short- 
term business here — less than the possi- 
bility that some of the Japanese banks, 
particularly Bank of Tokyo, might stop 
their lending because of political uncer- 
tainty. 

The Japanese banks have been more re- 
luctant than other lenders since the Philip- 
pines began to experience its recessionary 
slump during 1981, and with interest in 
Tokyo about the assassination and ensu- 
ing political turbulence high, bankers in 
Manila are worried that an increased 
delay in short-term renewals could send 
other banks scrambling. 

The government is beginning to react to 
these ominous signs and is doing some 
scrambling of its own. A week after Mar- 
cos accused some business tycoons of in- 
stigating, organising and promoting the 
Makati rallies and threatened to track 
them down and arrest them, he met 
several business leaders on October 2 
and asked them to try to persuade their 
foreign bankers to continue lending. Say- 
ing the businessmen should tell their em- 
ployees not to participate in future de- 
monstrations, he said such actions were 
the main reason for the international loss 
of confidence. Most executives, however, 
reported that not only were the demonst- 
rations spontaneous in nature, but the 
presidential attacks on these respected fig- 
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Г 
nks о ‘political instability finally 
ought the seriousness of the financial 
situation to Marcos’ ear. On Octoóber:3 
arcos sounded conciliatory and clearly 
orried about his country’s solvency: Re- 
versing his tough stance against the Maka- 
ti demonstrations, he said the military 
ould stay out of the district entirely and 













siness executives who have often 













he area to ensure any actions remain non- 
iolent. He said any differences should be 
emporarily put aside to tackle the com- 
mon financial problem, which would hurt 
veryone if not addressed. Government 





hat the Makati Business Club, a group of 


spoken out against government policies |: 
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in Treasury not 
viduals ард: Marcos: asked 
businessmen “suman, 


us the IMF for both | 
greater leniency.and further help (prelimi- 
nary talks abou 
proceeding in V 
ment is asking 

lease of economic.assist 
1979 accord for use of the two US military 















bases in the Philippines. About US$100 


million remains to be disbursed during the 
first half of 1984 through Imelda Marcos? 
Ministry of Human Settlements. The gov- 











|i бап bê averted, 


the government it- 
Ё if these measures go 
‘ling of sovereign debt 
"inalising revised targets 
forthe IMF stafidby and some positive re- 
sults during the preliminary 1984 standby 


rallies т 





| talks may encourage bankers somewhat. 
by dre also. 
on), the govern-- 
US to s гей up the re~: 
ance set out in the | 


But-the onus remains on the government 
to revive confidence sufficiently to stop 
{һе surge in capital flight. That could re- 
lieve some of the pressure on the peso, av- 
oiding an additional devaluation which 
the authorities said would not be neces- 
sary at least until the end of the year, when 
a more flexible exchangesrate policy may 
be allowed to return. ü 
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Sydney: Exchange-rate policy has suf- 
егей some contradictory swings this year. 
The Australian dollar was devalued by 


pid outflows of capital from Australia 
iround that time. Since then, however, 
e authorities have been slowly raising 
value of the local currency in order to 
oderate sustained high levels of capital 
flow. Now there is a dilemma. Capital 
flows must be maintained at a level 
which they will help cover the federal 
dget deficit (via bond purchases) which 
xpected to reach A$8.36 billion 
$$7.5 billion) in the 1983-84 fiscal year 
Which began on July 1. The other side of 
his balancing act is to ensure at the same 
ime that Australia does not come to rely 
оо heavily on foreign capital to finance its 
dget deficits and that as much of it as 
possible is financed locally. 
"The government is: moving quickly 
while there is depressed corporate de- 
mand for funds to raise a major portion of 
ts projected deficit, and has recently an- 
ounced another A$1.2 billion tender of 
'Overnment securities which, when com- 
leted, will take the total raised this fiscal 
fear to A$3.7 billion. At least one similar 
ender is expected before December 31, 
nd possibly two. 
o Reduced demand for funds has resulted 
n domestic interest rates falling sharply in 


ected to rise again. However, this is not 
«pected until the second half of the fiscal 
» by which time the government will 
funded the bulk of its projected de- 


In addition, while interest rates are ex- 
pected to remain low for the time being, 
hich will give the economy a boost, wage 
-pressures are expected to continue to re- 
main low, enhancing the prospect for a 
subdued rate of inflation this fiscal year. 


[0% against the US dollar in March to halt | 


ecent months, though once the pace of | 
conomic recovery quickens, rates are ex- | 





Policy ebbs and flows 


The Arbitration “Commission recently 
awarded a 4.3% general wage rise and no 
further increase is expected until early 
1984. Thanks to the lengthy wages pause, 
the rate of inflation (as measured by the 
consumer price index) could be held to 
around 3% in total for the September and 
December quarters. 

If this is achieved for the first half of the 
fiscal year, it will have a spillover effect 
into the second half, and could easily ease 
the high inflationary pressure of recent 
years. Consumer demand is expected to 
remain depressed, since the. unemploy- 
ment level is still. a high 10: 295. with little 
likelihood of a sharp reduction; especially 


with a large number of schóólleavers ex- 4° 
pected to be looking for work-from De- 


cember. While some new capital-works 
programmes have been initiated in an at- 
tempt to help alleviate unemployment, 
the overall impact on unemployment will 
be minimal. Also, the high savings ratio 
evident in recent times is expected to con- 
tinue. 

But while wages pressure may not be a 
major factor in inflation. the recent deci- | 
sion to index a number of excise charges 
will see inflation pressures mount in the 
first half of the year. 


hê sustained high rate of capital inflow 

resulted in the balance of payments 
staying firmly in surplus during July and 
August, with an overall А$117 million 
surplus and a A$392 million surplus in Au- 
gust. In July there was a net apparent capi- 
tal inflow of A$487 million. At the same 
time, there was a current-account deficit 
of A$370 million. 

It was a similar situation in. August 
when the net apparent capital inflow rose 
to a sizable A$956 million, though this was 
bolstered by ег government bor- 
rowings of A$452 million. 
_ The net current-account deficit rose to 








A$565 million. But during Живой: ех- 
ports edged ahead 2%, giving a total of 
A$3.9 billion for July and August, an 8% 
lift on the previous year. In contrast, im- 


| ports during July and August slipped 5% 
| to A$3.8 billion. Exports are likely to re- 


ceive a fillip from the'anticipated record 
wheat crop now that the drought has 
ended. But while rural commodity exports 
may well rise, the continued appreciation 
of the Australian dollar may keep exports 
of some minerals and also manufacturing 
output under pressure, though there is lit- 
tle evidence of this to date in official 
figures. 

It is clear that the Australian economy 
bottomed earlier this year; what is not 
clear is whether it has moved off the bot- 
tom, In the three months.to August, pro- 
duction in 20 out-of 26 major industries 
Tose when compared. with the previous 
three months. 

But the question at this stage is whether 
the improvement represents, simply re- 
stocking by the manufacturing | sector 
(stocks were run down sharply in late 1982 
and early this year) or whether it under- 
scores a tangible improvement іп 


` economic fortunes. For example, produc- 
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| tion of raw steel and pig iron rose by 15% 
and 10% respectively, but the sole steél 
producer here, Broken’ Hill Proprietary. 
has reported that much of the increased 
demand came only from distr Pun re- 
building stocks. 

The two key areas of growth are in fu- 
ture exports of wheat, and the home- 
building sector, where much government 
incentive is being provided to. boost the 
number of housing starts. The. flow-on ef- 
fects of the big wheat harvest will provide 
an enormous boost to the rural sector, but 
only limited benefits to the, manufacturing 
sector. 

Nonetheless, the second half of the year 
is traditionally the more buoyant in terms 
of consümer spending, though consumer 
confidence remains fragile. An expected 
boost from rising consumer spending could 
| be short-lived. 


















































We can put you 
n touch. 


uyers all over the world 

recognize that Hong Kong 

manufactures a wide variety 
of high quality, competitively priced 
products. To most buyers however, 
time means money, and to travel 
thousands of miles on a buying 
trip to Hong Kong can mean 
weeks away from their business. 

The Hong Kong Trade Devel- 
opment Council brings together 
the manufacturers and exporters 
of Hong Kong goods with the 
people who want to buy them. 

At the same time, the HKTDC 
sponsors special Made in Hong 
Kong displays and exhibitions at 
important international trade fairs. 
These shows give overseas busi- 
nessmen the chance to see what 
Hong Kong has to offer. In addi- 
tion, the HKTDC organizes specific 
business group visits to many major 
cities worldwide, 

So, whether you are doing 
business in Hong Kong or would 
like to do business with Hong 
Kong, the HKTDC can put you 
in touch with all the right people. 

There are now twenty-nine 
international HKTDC offices ready 
to assist you. 

Our service is free - your 
business opportunities unlimited. 


DIC Hong Kong Trade 
Development Council 


Connaught Centre, 
| Connaught Place, Hong Kong 
Telephone: 5-2679222 

Cable: CONOTRAD HONGKONG 
Telex: 73595 CONHK HX 







Offices in: Amsterdam • Frankfurt • Hamburg • London • Manchester • Paris • Marseille • Milan • Stoc kholm * Vienna 
Zurich • Chicago • Dallas «Los Angeles • New York « Miami e Toronto • Mexico City «Panama • Sydney • Tokyo • Osaka • Hong Kong * Nairobi. 
Also consultant representatives in: Athens • Barcelona • Dubai • Abidjan. 


FAR EASTERN ECONOMIC REVIEW ө OCTOBER 13, 1983 79 


тага з => 





INDUSTRY 


ingapore oil refineries: a leap downstream. 


Betting on a loser 


Japan raises its stake in a joint petrochemical project 
with Singapore — despite doubts about its prospects 


By Hikaru Kerns 
Tokyo: Reluctantly, the Japanese Соу- 
ernment has agreed to increase its equity 
investment in a joint Japan-Singapore 
petrochemical project that will probably 
lose money for at least the next two years. 
The Ministry of International Trade and 
Industry (Miti) and the Ministry of Fi- 
nance (MoF) decided to raise the Japan- 
ese Government's holding in the Singa- 
pore project by ¥4.58 billion (US$19.2 
million), or 20% of the total. Private Ja- 
panese companies led by Sumitomo 
Chemical will also probably agree to con- 
vert about ¥23.3 billion in shareholders’ 
loans to equity capital, thereby sparing the 
project from high interest costs. 

Full-scale operation of the project by 
the Petrochemical Corp. of Singapore is 
expected to begin next year, but because 
of the depressed market for ethylene-de- 
rived products the corporation is expected 
to lose as much as #10 billion in its first 
year of operation. An independent con- 
sulting company retained by private com- 
panies, Chem-System Co., further pre- 
dicts that accumulated deficits of the pro- 
ject will not be amortised for five years. 

In the long run, however, the Chem- 
System study says, the project may be pro- 
fitable because in 1985-88 demand for 
ethylene products in Southeast Asia will 
outstrip production capacity two- or 
threefold. 

Yet there is still some scepticism among 
Tokyo specialists dealing with this pro- 
ject. There had been doubts, said one 


‚ analyst, well before the second oil shock 


of 1979 which depressed the world market 
for petrochemical products. One assump- 
tion underlying eventual profitability is 
that a recovery in the North American 
economies will absorb the products now 
available for export to Asia and hence re- 
duce the supply competing with Singa- 








pore's products. But there is also consi- 
derable worry that Saudi Arabia, the most 
formidable competitor for the Asean, Ja- 
panese and Chinese markets, will be able 
to improve its market position owing to its 
control over crude-oil prices. 

Moreover, the Saudis are constructing a 
petrochemical complex that will begin 
producing 500,000 tonnes of ethylene in 
1985. This, it is thought, will adversely af- 
fect the Singapore project because both 
will be producing similar end-products. 
Equipment-procurement for and con- 
struction on the project, wholly owned by 
the Saudi Basic Industries Corp. (Sabic), 
have started following the signing of an 
engineering-services contract on October 
2 between the Arabian Petrochemical 
Co., a Sabic unit, and Chiyoda Chemical 
Engineering and Construction Co. of 
Japan. 


Te additional equity investment by the 
Japanese Government and private com- 
panies in the Singapore project came at 
the request of Singapore. The request met 
with more favour at Miti than at MoF — 
which had been trying to cut the balloon- 
ing budget deficit. Apparently difficult 
negotiations between the two ministries 
resulted in a compromise. Singapore had 
also asked for a moratorium on interest 
payments to the ¥41.6 billion worth of 
suppliers’ credit provided by the Exim 
Bank of Japan, but this request was flatly 
refused. 

The Japanese private companies. must 
now decide on an allocation of the new 
equity participation. Sumitomo Chemi- 
cal, the largest investor among the 32 com- 
panies holding a stake in the project, has a 
12.96% share; the others have shares of 
4% or less, many of them with only 1%. 
The additional investment will bring 





n's total holdings in the project to 


in ota 


| | Japan's total holdings 
3637.9 billion. It is said that Japanese com- 


panies are not enthusiastic about the con- 
version of their shareholders' loans to 
equity. 

Originally, the project was capitalised 
at #20 billion, half held by the Japanese 
side and half by Singapore. The Japanese 
Government had paid in ¥3 billion, even 
though it was felt that the project was 
more suitable for private investors. There 
was, moreover, ¥27.9 billion in sharehol- 
ders’ loans provided by each of the two 
sides as well as the suppliers’ credit from 
Japan. The interest rate on the loans was 
based on a mixture of fixed interest, prime 
rate and commercial — or an average of 
approximately 8.25-8.5%. The interest 
payments comprise a large part of the pro- 
ject’s expected losses. 

Officially, the Japanese are tight-lipped 
about the project and hope that all will 
turn out well. They already have invested 
a considerable amount, and there were 
also the diplomatic consequences to take 
into account in dealing with Singapore's 
requests. The project was launched in 
1977 in an agreement arising out of a sum- 
mit meeting between Singapore Prime 
Minister Lee Kuan Yew and the then Ja- 
panese prime minister, Takeo Fukuda. If 
it had merely been a project of private en- 
terprise, the Japanese may have been 
more stubborn in their negotiations. 


» Lincoln Kaye writes from Singapore: 
Japanese Embassy officials here por- 
trayed the debt-to-equity conversion as a 
political rather than an economic deci- 
sion, which was instigated in talks earlier 
this year between Japanese Prime Minis- 
ter Yasuhiro Nakasone and Lee. The pet- 
rochemical complex — Singapore's single 
largest industrial investment — was 
characterised as “an unmitigated white 
elephant” by one petroleum executive 
here. Lee met Japanese Ambassador Н. 
Fukuda on September 26 to confirm Sin- 
gapore’s acceptance of the Japanese deci- 
sion. 

That acceptance was grudging, at best, 
as indicated by Finance Minister Hon Sui 
Sen’s expressions of regret over the re- 
fusal of the Japanese Exim Bank to extend 
by three years the repayment period on 
the petrochemical complex’s loans. Singa- 
pore Government sources estimate that 
the project would start up in February 
1984, to coincide with the beginning of re- 
payments on the Exim loans. The final go- 
ahead was expected at a meeting sche- 
duled for October 6 between Sumitomo 
officials and the chairman of the Pet- 
rochemical Corp. of Singapore, J. M. Y. 
Pillay, who is a permanent secretary in the 
Finance Ministry. 

All but one of the complex’s plants have 
been mechanically ready for operation 
since mid-1983, and personnel recruit- 
ment and training are reportedly well 
advanced. Government spokesmen indi- 
cated that Singapore refineries can supply 
enough naphtha to provide needed 
feedstock initially, while long-run supplies 
of either naphtha or liquefied petroleum 
gas are being negotiated. 
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TRADE RELATIONS 


The numbers game 


Japan is likely to agree to a fourth year of US 
car-import controls, despite complications 


By Robert Manning 

Washington: United States trade offi- 
cials expect Japan to extend through a 
fourth year (to March 1985) its so-called 
voluntary quotas on car exports to the US. 
This resulted from a visit here on Sep- 
tember 28-29 by the head of Japan's 
Ministry of International Trade and In- 
dustry (Miti), Sosuke Uno, which, though 
failing to resolve the issue decisively, 
stressed Tokyo’s desire that it should not 
undermine friendly relations between the 
US and Japan. 

A senior US official told the REVIEW 
after Uno's visit: “The Japanese want to 
resolve the matter in a mutually accept- 
able way. The signs clearly point towards a 
fourth year.” US officials are now expect- 
ing a Tokyo announcement to this effect 
before President Ronald Reagan's visit to 
Japan in early November. 

The key question remaining is whether 
the quotas will be at the same level as in 
the previous year — an issue which may 
reflect a dramatic shift towards major col- 
laboration between US and Japanese car- 
makers. 





The issue has become 
complicated by а split 
among the major US 
carmakers. While Ford, 
Chrysler and American 
Motors have urged the ad- 
ministration to push for at 
least a fourth year of 
quotas at no higher than 
the current total of 1.68 
million units a year, Gen- 
eral Motors (GM), launch- 








The last cars off the old Fremont line: soon to roll again? 
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ing what analysts call its 
“Japan strategy,” is lobbying for an in- 
crease to 2 million units a year. 

GM, the largest US carmaker, has em- 
barked on a collaborative strategy with 
three Japanese car companies aimed at 
boosting sales of subcompact cars, which 
comprise 40% of the entire US car mar- 
ket. The centrepiece of GM's strategy is 


an agreement with Toyota Motors to | 


jointly produce 200,000 small cars a year 
at GM's Fremont plant in northern 
California. The GM-Toyota deal now de- 
pends on approval by the US Federal 





When you meet in Asia 
meet with friends... 
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Trade Commission — rival carmakers 
have filed anti-trust suits to block the joint 
production plan, but the deal is expected 
to be approved. GM also plans to import, 
by the 1985 model year (mid-1984), about 
100,000 small cars from Suzuki and 
200,000 from Isuzu for sale under GM 
labels. 

Together, GM's joint production and 
import plans would give it about 500,000 
subcompacts a year, and given the Japan- 
ese carmakers’ cost advantage of 
US$1,500 per unit, this would mean a 
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that they may be forced to follow 


1f GM goes ‘through with its strategy, 
ould put us at a relative disadvan- 


n them,” Harold Poling, Ford execu- 
vice-president, said recently. Such a 


would,all but disappear and would 
за] an era of trans-Pacific cooperation 
the car industry. Already, Ford has 
n. talks with Toyo Kogyo, and 
tysler with Mitsubishi. 

ut СМ” imports of Suzuki and Isuzu 
$ would have to be exempted from the 
luntary" quotas if these are main- 
ned at current levels. Otherwise the 
tas must be raised to 2 million units to 
commodate Suzuki and Isuzu exports, 
ich-are insignificant in number under 
present system. If GM cannot import 
m into the US (because of quota re- 
tions), it will probably have to sell 
m abroad. 


car sales have picked up dramatical- 
ly this year and most industry execu- 
es predict they will reach 10 million 
а year by 1984. If that happens, 
n’s share of the US car market will 
„from about 23% to below 20% for 
st time since quotas were imposed 
years ago, easing US ме оп 
п. 

ir quotas are the centrepiece of cur- 
US-Japan trade tensions, in large part 
to the dollar-yen imbalance,- Al- 
gh both the shape and size of fourth- 
ar import quotas remain to be worked 
t, the US would like assurances of a fifth 
ear of import quotas as well. Industry 
alysts say this is unlikely, particularly if 
US economic recovery continues. 
apan, encouraged by GM, whose lob- 
ng effort in the US appears successful, 
vould like to exempt Japanese cars sold 
der US labels from the quotas, and also 
û use different computation for Japanese 
15 with production investments in the 
Тһе two sides are not yet close to 
‘cement. 

The likely scenario, according to US 
‘ade officials, is that Miti will announce 
efore Reagan's visit an agreement in 
ciple to extend quotas a fourth year 
hout agreement on a quota figure. This 
uld give Japan time to assess the mar- 
and political situations in the US be- 
е making a final decision, probably by 
ext year. The Reagan administra- 
‘ould like to defuse the issue before 
1984 presidential election campaign 
sunder way. i 
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арап for their small -car needs. - 
rysler and Ford have already sig- © 
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¢ would mean US production of small... 
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Singapore's s pro sed financial-futures market takes ona 
distinctly American look as details are thrashed out | 


Ву Lincoln Kaye 

Singapore: The ‘proposed financial- 
futures market, to be run by the Gold Ex- 
change of Singapore (GES) backed by the 
Chicago Mercantile Exchange’ s (CME) 


International Monet 


took 





Market (IMM), 


оп a decidedly fiddle-American 


cast as organisational details firmed up in 
recent weeks: The exchange's now-official 


| contract — yen, 90-day Eurodollars and 


gold — is tailored to the specifications of 
the IMM and the GES’ revamped regula- 
tions were passed for final retouching to 
the Singapore futures exchange's IMM- 
seconded consultant Beverly Splane. 
About a dozen imported. experts — 
mainly from Chicago — tutored. nearly 
150 Singaporeans in. financial-futures 
techniques and, applications in а week- 
long seminar. And the stream of advisers 
flown in from Chicago continued, with 


IMM 


specialists counselling the GES on 


how to set up its new trading floor at the 
World Trade Centre in Singapore and 
how to account for trades between the two 
exchanges. "It's ‘manifest destiny’ in the 
financial sector," was the wry comment of 
one Singapore-based British banker, al- 
luding to a 19th-century doctrine used to 
justify the United States’ westward expan- 
sion. “Chicago i is determined to annex this 
time zone. 

If the strategy works as its нөн 


һоре, 


IMM traders will be able to leave 


: overnight positions open (that is, contract 


sales or purchases which are not offset by 
opposite transactions on the same ex- 
change), in the knowledge that they may 
be unwound (offset) in Singapore, should 
the need arise. This is the point of the 
"mutual offset" system worked out be- 
tween the Chicago and the Singapore ex- 
changes, which allows contracts to be 
traded interchangeably between the two 
trading floors. Up to now, traders have 
had to protect themselves against adverse 
price movements during the 17-hour gap 
between Chicago trading sessions by tak- 
ing offsetting positionson cash or other fu- 
tures markets, incurring extra transaction 
costs and imperfect contract matches. 

For the IMM, mutual offset with Singa- 
pore offers a leg-up in the race to establish 
a viable 24-hour financial futures market. 
“Whoever brings that off will capture all 
the burgeoning liquidity in futures," pre- 
dicted one senior local foreign-exchange 
dealer. For Singapore, the Chicago link 


offers a 


tal. 


short-cut to a local futures ex- 





self-image as a world-class financial capi- 


GES  répresentatives, such as 


-Elizabeth Sam, formerly of the Monetary 
Authority. of Singapore and now head of 
th 


К hange’ s education committee, 


a financial-futures ех-. 


change in commercial hedging. She noted 
that the currency. and interest-rate con- 
tracts to be traded on the new exchange 
were chosen to suit regional hedging 
needs — yen (as a leading trading cur- 
rency) and Eurodollar futures, to match 
the growing Asiadollar market. 

Sam cited the example of a Singapore 
industrialist wishing to “lock in” antici- 
pated borrowing costs against a feared in- 
crease in interest rates. He can protect 
himself by buying a Eurodollar futures 
contract whose appreciation (in the event 
that such a movement took place) could 
offset his increased costs. As to who would 
be a seller of such contracts, Sam 
suggested that a bank with a cash Eurodol- 
lar position it wanted to hedge is a typical | 
example. “The point to emphasise is that a 
futures exchange is not a gambling casino, 
and Singapore has. more than enough in- 
stitutional and commercial hedging in- 
terest to make for an active market,” she 
said. 





№, barring the happy coinci- 
dence of equal and opposite hedging 
needs, the market does require “people 
willing to take open positions,” Sam con- 
ceded. “There is a place here for market 
makers." Splane, who is CME executive 
vice-president, went further. “Market- 
makers — the so-called locals — are cru- 
cial to the long-range liquidity of the ex- 
change. Without them it cannot succeed in 
the long run,” she said. 

One foreign-exchange dealer put it 
another way. "Singapore has about a 
three- to five-year window of opportunity 
in financial futures," he said. "That's 
about how long the market could ‘coast 
along on the support of local institutions 
and the liquidity injected by insomniac 
Chicagoans. But we can't survive beyond 
that period if the locals fail to 
materialise." 

Locals, in financial-futures parlance, 
are more than just speculators. They are 
the position-traders who form the core of 
the trading population — an estimated 
60% of the СМЕ membership, for in- 
stance. The liquidity they provide is the 
plasma in which hedging can take place. 

Singapore and its surrounding region 
has no shortage of wealth in search of a 
likely punt, as a glance at the stockmarket 
volume will attest. A portion of this 
wealth could be expected to find its way 
onto the futures exchange. One Singapore 
investment adviser on private retainer to a 
rich Indonesian Chinese family confirmed 

this, saying: “My principals could become 
most interested in financial futures." 

That kind of money.is not enough to get 
a futures exch. nge off the ground, how- 
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If you are living abroad or are planning to 

do so, Hill Samuel in the Channel Islands 

‚ can provide you with a comprehensive 

range of financial services which include: 

XBANKING: Deposit accounts in most 
major currencies; interest is paid gross 
without tax deduction. ; 

XINVESTMENT MANAGEMENT: For those 
who wish to have an individually man- 
aged portfolio. 

“` XINVESTMENT PLANS: Savings plans and 
insurance policies linked to the Hill 
Samuel offshore funds tailored to meet 
individual needs. 

OFFSHORE FUNDS: Swiss Franc, US. 
Dollar and Sterling Funds to meet specific 
objectives. An offshore fund portfolio | 
management service is available, 

* TRUSTEE AND SECRETARIAL SERVICES: 

Administration of trusts and companies 

to aid the mitigation of tax. 
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Services For Expatriates. ; 


. London with assets under advice and 
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Hill Samuel (Channel Islands) Trust 
Company Limited is part of Hill Samuel 
Investment Management International. 

This is the overseas investment 
arm of the Hill Samuel Group which is 
a major financial institution based in 
















management of over £4,500,000,000. 
For further details please return the 


coupon. 


| Please send to: D. Н. Humpleby, Director, | 

Hill. Samuel (Channel Islands) Trust Company’ Limited, f.7 
7 Bond Street, St. Helier, Jersey, Channel Islands. Telephone: |: 
0534 27381 Telex: 4192269. Please tick the boxes for those 
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р Despite a suggestion that Hongkong throw in its lot with 


By Anthony Rowley 

Hongkong: Singapore and Hongkong are 
К clearly marching down separate roads to- 
| wards financial-futures trading, despite an 
| informal suggestion by one involved and 
_ influential Singapore banker to the 

REVIEW that Hongkong should throw in 
— its lot with Singapore on this latest finan- 
— cial venture. Far from accepting Singa- 
роге” invitation, which one official dis- 
missed as just "politicking" on Singa- 
pore's part, Hongkong has just renewed 
its initiatives to get a local financial- 
_ futures market going — and is seeking to 
- base it on different contracts and different 
_ international links from Singapore's. 

—. [t was announced on October 3 that in 
response to the “invitation by government 
— for interested parties to investigate the 
viability of a financial-futures exchange in 
Hongkong," a steering committee of 
-. banks had been formed. “A working com- 
— mittee of international experts approved 
- by the steering committee has been assem- 
- bled to draft a prospectus for submission 
- to government," according to Wardley, a 

merchant banking arm of the Hongkong 
_ and Shanghai Banking Corp. The working 
_ party is chaired by a Wardley executive, 
_ Barbara Carroll. 

"No timetable has yet been set," the 
announcement added pointedly, em- 
_ phasising Hongkong's contention that it is 
| mot in a race with Singapore over financial 
- futures — and will go its own way, when it 
is ready. In fact, Hongkong's plans to 


















ever, according to foreign-exchange deal- 
_ ers. “You need guys who are going to ven- 
- ture their own funds and get in that pit day 
- after day and trade as though their life de- 
_ pends on it — which, in a way, it does,” 
said one. "You need that kind of commit- 
. ment to the exchange and you need that 
. expertise. That's the real ‘value added’ of 
id your local, and it's irreplaceable." 
| So far, the secret of cultivating a corps 
| of locals has eluded any of the fledgeling 
_ exchanges that have tried to start up over 
- the past few years. In contrast to the surge 
and roar of the IMM'’s trading floor, most 
- pits at the New York Futures Exchange 
are empty enough to snooze in on a typical 
trading day. And as the London Interna- 
tional Financial Futures Exchange ap- 
proaches its first birthday this month, 
the pool of locals is down to about 10, ac- 
_ cording to a Singaporean futures trader 
recently returned from a stint there. 
= “Most of those guys were refugees from 
- Chicago in the first place," he reported. “I 
tried to talk some of them and some of my 
IMM friends into having a go out here, but 
everybody's taking a wait-and-see at- 
. titude. You can't blame them. I give this 
exchange only about a 50:50 chance of 
success in the long run." 


кичне» 


_ Singapore, the two cities are clearly going their separate ways 


enter financial-futures trading have been 
set back by the fact that proposals put for- 
ward some time ago by the Hongkong 
Commodity Exchange apparently met 
with strong opposition from local banks, 
among others. 

Since then, the former chairman of the 
exchange, Peter Scales, has stepped down 
following the revocation of his licence as a 
dealer (REVIEW, Apr. 21) and things ap- 
pear to have started again virtually from 
scratch. After banks, foreign-exchange 
dealers, money brokers and other poten- 
tial participants have come up with ideas 
via the working party, the government is 
anxious to get proposals mutually agreed 
with the commodity exchange. 


he Office of the Commissioner for Se- 

curities would like to give priority to 
the establishment of a stock-index futures 
market in Hongkong as a starting point. 
The theory is that international fund man- 
agers need a means to hedge their local 
stockmarket positions more than ever at 
present. But plumping for a purely local 


Scales: stepped down. 





Splane conceded that this wait-and-see 
reticence is the most critical initial obsta- 
cle the exchange faces. She likened the es- 
tablishment phase of a financial-futures 
exchange to learning how to ride a bicycle 
— “easy enough to stay on top once you're 
rolling. The tricky part is getting started.” 
To get the locals under way, the GES is 
contemplating such measures as tax incen- 
tives for individual traders and for firms 
that sponsor them, bounties for trading 
volume and facilitating Singapore-resi- 
dency requirements for expatriates who 
come over to join the exchange. 

The seat price has also been set at only 
S$50,000 (US$23,419) — less than a 
seventh the price of an IMM membership. 
“We wouldn’t mind if traders saw Singa- 












contract — Hongkong already trades golc 
futures — also highlights a difference o 
philosophy compared to Singapore. Com 
modity exchange officials take the view 
that Hongkong can win international par 
ticipation only by establishing local con 
tracts initially. A Hongkong dollar cur- 
rency contract is opposed by the govern- 
ment on the ground that it might increase 
currency volatility even further, though г 
Hongkong dollar interest-rate contract is 
not ruled out. 

Some Hongkong opinion sees little 
point in offering a Eurodollar contract, or 
the assumption that this would simply be 
in competition with other internationa 
centres to which local dealers already have 
access even if it does mean working out- 
side office hours to deal in those centres 
(The working party will, however, look a 
international as well as local contracts. 
Hongkong sources see Singapore becom 
ing simply a “conduit for channelling loca 
money into Chicago" rather than a mean: 
of attracting market participants to Singa 
pore. Hongkong also hopes, according tc 
one commodity-exchange official, to es- 
tablish joint clearing with the Comex mar: 
ket in New York rather than taking thc 
Chicago route. 

The Hongkong steering committee con- 
sists of Barclays Bank International, 
Bankers Trust, Chartered Bank, Chase 
Manhattan Bank, Chemical Bank, 
Citibank, First National Bank of Chicago, 
the Hongkong Bank and Morgan 
Guaranty Trust, as well as Wardley. The 
working party includes Alex Li of 
Citibank, Bruce Larrimer of Robert Bur- 
meister, American consultant Mark 
Powers, David Flux of Peat Marwick anc 
Mitchell and John Payne of solicitors 
Johnson Stokes and Master. 


pore as a bargain entry to the Chicago ex- 
change,” Sam admitted, though she 
pointed out that the span of contracts 
traded here is hardly as enticing as the 10 
active contracts offered on the IMM. 
(They are: five currencies — sterling, 
Deutschmark, yen, Swiss franc and Cana- 
dian dollar; three interest rates: Eurodol- 
lar, bank certificate of US deposit and 
treasury bill; one stock index, Standard 
and Poors; and gold.) 

But in the end, Splane said, it is the 
psychological appeal of futures trading 
that will attract the right kind of locals: 
“The chance to be your own boss; to 
achieve success in a way that’s constantly 
measurable; the living by your wits, the 
camaraderie of the trading floor. Not to 
mention the opportunity to grow rich 
beyond the dreams of avarice.” 

Or to grow poor in a hurry. “It’s a zero- 
sum game, with a losing position to offset 
every one that wins. Nine out of 10 people 
who try their hands at it fail," estimated a 
Singaporean trader. 

And for Singapore, the failure rate of 
attempts to set up financial futures mar- 
kets in rival financial centres would make 
survival of the GES/IMM hybrid exchange 
a sweet victory indeed. 
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on Airbus 


Amsterdam*BangkokeDhahran*DubaieFukuokaeHong Kong*Honolulu*JakartaeJeddaheKuala Lum 





CHINA AIRLINES 





An easier way to fly— 
1300 with China Airlines! 


New directions for China Airlines. 
A fleet of Airbus A300s gives CAL a 
new dimension in air travel. 
CAL’s A300s now take you to Hong Kong, Bangkok, Jakarta, 
7 Kuala Lumpur, Seoul, Fukuoka, Manila, Kaohsiung and Singapore. 


-— Enjoy the new, quiet, comfortable A300s. 


Courtesy China Airlines. 


# ALDCZ € 8] 
\irbus Industrie CHINA AIRLINES e 


KaohsiungeLos AngeleseManilaeNew YorkeOkinawa*San FranciscoeSeouleSingapore*Tokyo*Taipei 





“Investment Advice ? 
national experience and tradition in 
investments. Backed up by a team of 
specialists who analyse and evaluate 
all there is to know about risks and 


prospects, market trends and portfolio 
management. 


And nghtly so. To meet the needs of 
a wide range of potential investors — 
private, corporate or governmental — 
takes a major bank. 

A bank with long-standing inter- 





Total assets: 113.000 million 
Swiss francs (30. 6.83) 


Capital and reserves: 
5,700 million Swiss francs. 


Head Office: 
Bahnhofstrasse 45, Zurich, 
240 offices throughout 
Switzerland 


Worldwide network: 
Europe: London, 
Luxembourg, Madrid. 
Monte Carlo, Moscow. 


North America: 

New York, Chicago, 

Los Angeles, San Francisco, 
Houston, Cayman Is., 
Hamilton /Bermuda, 
Montreal. Toronto. Calgary. 


Latin America: 

Mexico, Panama, Bogotá, 
Caracas, São Paulo, 

Rio де Janeiro, Buenos Aires. 


Middle East: Abu Dhabi, 
Bahrain, Beirut, Tehran 


Far East: Tokyo, Hong Kong. 
Singapore 


Australia: Melbourne, Sydne 
Africa: Johannesburg 


Definitely UBS." 


Talk to us and discover for yourself 
how UBS can help you reach your 
investment objectives. f 
International banking Is our business. of Switzerland 


Union Bank 








THE PERSONAL 
OMPUTERS DESIGNED 
FOR PEOPLE WHO DON’T 
KNOW HOW 
TO USE ONE. 









ANOTHER 
DIGITAL INNOVATION. 


Until now there were only two ways people could learn to use a personal 





computer. Struggle through a manual. Or somehow push buttons 
until you get the hang of it. The first way could take several months. 
The second, several years. 











So Digital Equipment Corporation, the company 
that pioneered so much of today’s computer technology, / к LSS SESS: 
perfected a third way. It’s called Computer-Based 
Instruction: the personal computer, itself, teaches you. "те" The My supported office and mall business system 
The programme is so quick and easy. And when you're finished, LS 
you know how to operate Digital's personal computer. х 


We didn’t stop there, though. We 
designed a keyboard that makes 
sense the first time you use it. / i 
We also put in a “Help” 
k ey with all kin ds of ai ds an d PROFESSIONAL 300 SERIES The minicomputer of personal computers. 
prompts to guide you along as you work. Contact us 


now for Digital’s brand of ПЛ] 
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RAINBOW 100 The low-cost, high-performance machine hu an understan 8. 

Digital professional help FAR EAST HEADQUARTERS: AUTHORISED DEALER 

. А М и Digital Equipment Hong Kong Limited Teltec Electronic Systems Ltd — Hong Kong Tel: 3-7232322 

1S available right here:- 5th — 7th Floor, Intercontinental Plaza, Digicom Systems Corp Taipei, Taiwan Tel: 7214724 
94 Granville Road, £ 3 > z m 
"Toiemhatsui Бён, Kowloon, DIGITAL AUTHORISED DISTRIBUTORS 
Hong Kong Tel: 3-7315211 Р.Т. Astra Graphia — Jakarta, Indonesia Tel: 358634 

z ies Š China Computer Corporation — Taipei, Taiwan Tel: 7310155 

DIGITAL FAR EAST OFFICES Oricom Inc. — Seoul, Korea Tel: 7638151-9 e 
Digital Equipment Hong Kong Ltd — PRC Tel: 37315211 Bangkok Data Center Co. Ltd э 
Digital Equipment Singapore Pre Ltd — Singapore Tel: 7339266 Bangkok, Thailand Tel: 2828615-7 x 





Small projects are 


At Brown & Root, there's no such 
thing as a "small" project. Every project 
is important, regardless of size. 

That's why we developed a special 
Small Projects Group within our Petro- 


leum and Chemical Engineering Division. 


The Small Projects Group allows even 
the smallest client to take advantage of 
Brown & Root's vast experience and 
technology. And, of course, every proj- 
ect reaps the benefits of our manpower 
from petrochemical engineers to pressure 
vessel designers to heat exchanger 
specialists and metallurgists. 

Brown & Root provides resources 





that only a large company can, and is 


big deals at Brown& Root. 


able to offer these resources economically 
through the Small Projects Group. 

If you want the flexibility and respon- 
siveness of a small company, and the 
resources of a large one, call the Small 
Projects Group at Brown & Root. 

We'll make a big deal of your small proj- 
ect. And we'll do it on time, on budget. 
Our standard of quality: 

Doing things right the first time. 


^ 


Brown Root.Inc. 
And Associated Companies 


A Halliburton Company 
PO. Box 3. Houston, Texas 77001 
An Equa! Opportunity Employer 


At first glance, it may seem a little odd for an 


expect from one of the largest banking groups in 
international bank to compare itself to а motor саг 


Scandinavia with assets of more than US$ 11.5 billion. 
The factis that the closer you examine the Af you have customers who are intending to set 
analogy the more apt it becomes. Take our up operations within Swedish markets, SwedBank has 
syndicated loan operation for example: dependable, _ the experience and the financial resources to offer 
smooth-running and aggressively competitive... themthe advice and assistance they need. 

And whenit comesto doing business So its hardly surprising that we choose 
with SwedBank you'll find us resourceful, to make unusual comparisons- because as 
eager and very fast-moving. you can see мете nothing if not out-of- 

Our syndications capability i ismat- the-ordinary ourselves. 
ched by a full range of services-including „Ф. Find outjust how and why. Contact us 
foreign exchange, corporate finance and atthe address below for full details and a 


trade finance. Nothing less than you would copy of our corporate brochure. 


SWEDBANK 


DOMESTIC NAME: SPARBANKERNAS BANK 

















1 ена з excellent name for International Banking. 


“Head Office: $105.34 Stockholm; Sweden. Telephone: 08-22 23 20 Telex: 12826 SWEDBNK S; 
| _ Represent Office: The Old Deanery, Dean's Court, London ECAV SAA Telephone: 01-236 4060. 
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Now for the real Simon Pure 


e THINGS have clearly reached an all- 
time low at Hongkong's corporate 
Siamese twins, Hongkong Land and Jar- 
dine Matheson. On the day (September 
29) that Land announced an interim net 
loss of HK$170 million (US$19.7 million) 
and Jardine a 66% fall in earnings to 
HK$101 million, the chairman of both, 
David Newbigging, abruptly announced 
his resignation to make way for the new 
taipan, Simon Keswick. Newbigging was 
supposed to stay on as chairman until 
June 1984 and though he will remain on 
the board of both companies until the 
end of this year he has departed the top 
slot with the same sort of unseemly haste 
with which Land chief executive Trevor 
Bedford left recently (REVIEW, Aug. 
18). 

If Keswick is not yet articulating his 
judgment on the stewardship of both 
men, especially in respect of Land, he is 
signalling a clean break with the past by 
writing off foreseeable losses in Land at 
the outset. A political move, of course — 
blaming the outgoing party for leaving 
behind an unholy mess — it is one which 
nevertheless has met with approval from 
the local investment community. 

Land has provided HK$429.6 million 
against property trading projects in 
Hongkong, Australia and Singapore and 
charged a further HK$181.2 million to 
the proift-and-loss account to cover in- 
terest on some 50 or so “deferred” (ef- 
fectively cancelled) property develop- 
ments on which interest was previously 
capitalised. In Hongkong, this mainly 
reflects the dissolution of various 
partnerships with Carrian and Far East 
Consortium. 

Bedford was primarily responsible for 
these joint misadventures, though he 
was hardly alone in being taken in by 
Carrian. And there are one or two other 
joint ventures around town, not least the 
partnership between Sun Hung Kai and 
Merrill Lynch, that are now little more 
than sad legacies of the boom days. By 
making such savage write-offs at the 
half-way stage, Keswick has brought 
what could have remained the unre- 
vealed horrors of the balance-sheet into 
the profit-and-loss account. Likewise, 
he has chosen not to go on capitalising 
interest and creating fictional book 
values. 

The cost of that is to wipe out the basis 
for an interim dividend and to conserve 
needed cash rather than paying one from 
revenue reserves. This is not an exercise 
Land can afford to repeat this year with- 
out losing trustee status for its shares 
among pension funds and other institu- 
tions, something it is anxious to avoid. 
Second-half earnings should allow for a 
(reduced) final dividend, given that 
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there was some HK$700' million of 
operating and associate profits in the 
first half, even if interest charges of 
HK$381 million gobbled up more than 
half of that. Without further provisions, 
there will be something respectable left 
below the line at the final stage helped by 
the HK$400 million profit on Land's sale 
of its stake in Hongkong Telephone Co. 

De-gearing obviously remains the ab- 
solute priority, and there is clearly little 
scope for that from earnings this year. 
Land's total debt currently around 
HK$15 billion — is expected to peak at 
around HK$17 billion. Medium- and 
long-term banking facilities exceed pre- 
sent requirements and Land hopes to get 
away some HK$250 million of commer- 
cial paper soon to reduce bank depen- 
dency at the short end. But if availability 
of borrowings is no real problem, the 
debt-equity ratio, still well above Land's 
desired 60%, is. 

Land's massive Exchange Square pro- 
ject will continue to eat up more cash 
until completion 
of the first phase at 
the end of 1984. 
Keswick claims 
this will not make a 
big impact on bor- 
rowing ргорог- 
tionate to the pre- 
sent total but how 
much relief to 
financing charges 
(let alone positive 
cash flow) Ex- 
change Square will 
yield from 1985 de- 
pends on the success of a current major 
international marketing programme for 
Exchange Square. One element of that 
will be to sell Hongkong as a cheap place 
to do business now that the local dollar 
has crashed. But the exchange-rate 
movement will clearly do construction 
costs no good in the meantime. 

The sale of the Hongkong Telephone 
stake and other measures have cut back 
borrowing requirements by some HK$3 
billion so far, but more asset disposals 
are obviously in view. Land's stake in 
Hongkong Electric is an obvious candi- 
date. Unfortunately, the bombed-out 
local stockmarket does not allow it to be 
sold at a profit just now but if someone 
(like Shell) were prepared to put a rea- 
sonable earnings multiple on it, the stake 
could be worth around HK$2.5-3 billion. 
And Land has some prime hotels it could 
sell off in extremis. The US$56.9 million 
sale of the Davies Pacific Centre in 
Honolulu announced on October 3 is à 
start (but only that) to the big sell-off. 

The one thing, unfortunately, that 
neither Land nor Jardine — most of 








whose first-half misfortune reflected the 
Land losses — cannot dispose of is their 
incestuous stakes in each other (36% in 
Jardine's case and 42% in Land's). Jar- 
dine is currently sitting on a book loss of 
some HK$4.3 billion on its stake (some 
two-thirds of the company's net worth) 
and Land a loss of some HK$2.3 billion. 
That is one thing neither can afford to 
provide against now — they are held as 
long-term investments — and in the long 
run these defensive mutual stakes 
against an (imagined?) outside threat of 
takeover are likely to stand as the biggest 
indictment of the Newbigging-Bedford 
era. ; 
© WHEN most people are indulging in 
wishful optimism, the realist will be dis- 
missed as a pessimist. Shroff prefers to 
listen to these “pessimists” about the 
prospects for international economic re- 
covery, on the simple ground that real 
recovery cannot begin until the real na- 
ture of the recession is accepted. Two 
such voices, speaking with equal author- 
ity if from different poles of the 
economic spectrum and from different 
sides of the Atlantic, are those of Robert 
Jones, formerly with Chase Economet- 
tics and now chairman of Money Market 
Services in New York — and the Bank of 
England. 

On a recent trip to Hongkong, Jones, 
an authoritative Federal Reserve 
watcher, delivered an impressive 
analysis of United States financial po- 
licy. In a nutshell, Jones warned that the 
US economic recovery could soon “stall 
out." (It already has done in criticial 
areas like housing and other lead indi- 
cators are lagging.) Why? Because, said 
Jones, going back to the 1800s there 
were virtually no periods in which real 
interest rates had remained so high for so 
long as they have done in the past two or 
three years. He saw consumer spending 
in the US slowing down and little chance 
of rising capital expenditures. Worst of 
all, he saw a return to "weekly MI data- 
watching" by the Fed with all that im- 
plies for interest-rate volatility. 

Because of the lag between credit de- 
mand and the business cycle, US private 
loan demand was likely to peak in the 
fourth quarter of this year, just when 
Treasury bill issues are also peaking. So 
look for higher US interest rates again 
and continued strength of the US dollar, 
The Bank of England on September 30 
issued a similar warning against believ- 
ing in economic recovery while real in- 
terest rates remain historically high. As 
no one in power — certainly in the White 
House — appears to be listening it would 
be wise to accept that the world is now in 
the eye of an economic storm, not out of 
it. 
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_ By Philip Bowring 

| Hongkong: The trauma of the Hang 
E Lung Bank, which had to be taken over by 
_ the Hongkong Government on Sep- 


— financial community. It has sent shock 
_ Waves through Southeast Asia, where 
_ Hang Lung's former principals have close 
| business ties. 
— Most obviously, the waves have hit 
- Macau, where the Banco do Pacifico had 
| very close shareholding as well as corres- 
- pondent links with Hang Lung. But lesser 
‚ы reverberations undoubtedly have reached 
А _Майума, Singapore and the Philippines, 
id perhaps Thailand and Taiwan as well. 
— -— Not for the first time, Hongkong’s most 
E Somatic corporate events have had 
— branches if not roots outside the territory 
ә — as those who reflect on the origins of 
| Carrian, Mosbert, Haw Par and a variety 


— Dewey Dee episode in the Philippines in 
| «early 1981, Hang Lung may have re- 
minded central banks and regulatory au- 
thorities of just how easy it is for those 
- who control banks and finance companies 
| to use their international connections and 
| the high degree of freedom of movement 
— of funds in the region to move assets out of 
= jurisdictions where the financial or politi- 
cal climate has become unfavourable. 
But Hongkong's situation is particularly 
acute given the secrecy with which corpo- 
` rate and banking affairs may be con- 
ducted. The “no- questions-asked” nomi- 
па! regulation environment which proved 
So effective in attracting flight capital to 
_ Hongkong is assisting its escape, honestly 
| orotherwise. 
E (The accompanying chart gives an idea 
of the complexity of some of the relation- 
ships linking Hang Lung and its principals 
to a variety of other groups in Hongkong 
and Southeast Asia. But the chart is by по 
means exhaustive. It basically deals only 





` Ripples through the maze 


— Hongkong’s Hang Lung Bank crisis reverberates across a tangled 
— web of interlocking firms and the bottom line is well obscured 


— of lesser scandals will realise. Like the - 


with the direct relationships of companies 
which had recently been in the news. It has 
been simplified to remove some of the 
maze of intermediary companies that are 
often interspersed, and where use of 
nominees obscures shareholders' identity, 
it has been necessary to use directorships 
to establish connections. It should not be 
taken to imply any direct involvement by 
persons in one part of the chart with those 
in another. There may be inaccuracies 
owing to the fact that company records in 
Hongkong and elsewhere are not always 
kept up to date. But it should give some in- 
dication of the path of the shockwaves.) 
The Hang Lung connections now neces- | 
sarily form the starting point for the chart. | 





The great 
unknown 


hich property company has the 
most powerful backers in all Hong- 
kong? There is an active company, with 
a whiff of prestige in its name, whose 
shareholders include the following: 


Cheung Kong, Sun Hung Kai Proper- 


ties, Henderson Development, Kiu 
Kwong Investment (Peking-owned), 
Wah Kwong Properties, New World 
Development, Hang Lung Develop- 
ment, Hopewell Holdings, Shun Tak 
Shipping, Sun King Fung, Sino Realty, 
Great Eagle, et al. 

Despite its size and pedigree, few 
people have heard of Waldorf Realty, 
mainly because none of these groups 
owns more than 15% of it. Even less 
known is the fact that it has suffered 
enormous losses. It is an interesting 





ther different, show- - 
ing Hang Lung and its principals (Johnny - 
Cheng and his three key associates Lee ` 
Hoi-kwong, Willie Yu and Cheng Eng- 
kuan) more towards the periphery of a 
much larger group, at the centre of which 
was Chang Ming Thien. 

Chang dominated a vast web of Over- 
seas Chinese financial and investment in- 
terests at the centre of which was the large 
quoted Hongkong-based Overseas Trust 
Bank (OTB). The group also has strong 
Thai links and at one time included United 
Malayan Banking Corp. (UMBC) in 
Malaysia. Johnny Cheng's group had a 
stake in OTB and some satellites and he 
himself was vice-chairman of OTB. 
Chang's family in turn had an interest in 





J. Hang Lung. 


However, in, a rearrangement of re- 
lationships following Chang's death in 
early 1982, the major shareholding links 
between the two groups were dissolved. 
Johnny Cheng left the OTB board and the 
Changs sold their indirect stake in Hang 
Lung. 

That seems to have been the beginning 
of the end of Hang Lung. Whether or not 
there was a connection between this di- 
vorce and subsequent events is not clear, 
but it was soon followed by a run on Hang 
Lung and then by the Dollar Credit 
episode. Dollar, a large, publicly quoted 
deposit-taking company (DTC), went 
under in November 1982, owing some 
HK$650 million (US$79.3 million). Dol- 
lar's chairman and chief executive was Yu, 
a very close associate of Hang Lung's 
managing director and general manager 
respectively, Cheng Eng-kuan and Lee. 
These three controlled nearly half of Hang 
Lung, and in turn were directors and 
shareholders of Dollar Credit, which was 
run by Yu. 

Dollar's problems arose from advances 
of some HK$500 million — made in the 
weeks preceding the demise — to a string 


example of how the multi-partner ven- 
tures which flourished at the height of 
Hongkong's property boom can still hide 
losses and keep balance-sheets looking 
healthier than they really are. 

Waldorf acquired by public auction a 
large chunk of land at Tuenmun new 
town in Hongkong's New Territories 
and proceeded to put up a huge residen- 
tial development. In a way, Waldorf was 
fortunate. It built small flats and most of 
them have now been sold. But outside 
sources estimate the loss at up to 
HK$200 million (US$23.3 million). 

It is not a matter which would have 
come to anyone's attention, except that 
itis one of a number of sidelights thrown 
up by the liquidation of Dollar Credit. 
Dollar had a small stake in Waldorf and, 
like other partners, made a loan equiva- 
lent to its equity via its 40% associate 
Maystone. As Waldorf “incurred a huge 
loss," creditors of Dollar have been told 
not to expect any significant realisation 
from this source. — — PHILIP BOWRING 
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A major Macau bank with strong Hang Lung links is forced to 
suspend operations as the authorities consider rescue measures 


By Teresa Ma 
Hongkong: Two days after the seizure of 
the Hang Lung Bank by the Hongkong 
Government, financial troubles surfaced 
in Macau's Banco do Pacifico which have 
led the Macau Government to order the 
suspension of all transac- 
tions at the Macau-incor- 
porated bank. 

The two banks have a 
close correspondent ar- 
rangement. It is known 
that Cheng Eng-kuan and 
Lee  Hoi-kwong, both 
shareholders in and man- 
agers of Hang Lung before 
the government takeover, 
have substantial shares in 
Pacifico. A number of 
Pacifico's officers were 
transferred to work in the 
Macau bank from Hang 
Lung. 

More than 90% of Paci- 
fico's total assets are made 





Ho: rumour dispelled. 


up of deposits with banks outside Macau, 
including Hang Lung, the Macau Govern- 
ment has confirmed in a public statement. 
Although Pacifico was, in balance-sheet 
terms, the second-largest bank in Macau, 
with total deposits of 
Patacas — 1.38 billion 
(US$163.3 million) at the 
end of 1981, most of these 
are of non-residents. It 
plays a small role in local 
retail banking with total 
pataca deposits of Patacas 
90 million, according to 
Macau sources. 

Pacifico took deposits 
from Hang Lung custom- 
ers and then re-deposited 
them with Hang Lung 
through what is known as 
a "swap" transaction. This 
arrangement between the 
two banks allows Hong- 
kong depositors to avoid a 








have. Sun Hung Kai was lucky to get a 
banking licence last year because with a 
big deposit-base spread of relatively small 
retail deposits it faced a contraction of its 
deposit base because of restrictions on de- 
posit-taking companies from taking short- 
term deposits of less than HK$500,000. 

However, Sun Hung Kai entered the 
elite banking field with a burden that 
proved to be crippling, a burden placed on 
it directly by Fung himself. Many feel this 
should have disqualified Sun Hung Kai 
from receiving a banking licence at all as it 
suggested, first that the bank's liquid capi- 
tal base was inadequate, whatever may 
have been the book capital-asset ratio, 
and, secondly, despite the presence of a 
powerful outside shareholder, it was sus- 
ceptible to becoming embroiled in inces- 
tuous dealings with other Fung-domi- 
nated companies. 

In late 1981, Sun Hung Kai Finance 
paid some HK$300 million for its head- 
quarters building. The vendor was Sun 
King Fung, then a subsidiary of Sun Hung 
Kai Securities. The price on a square-foot 
basis, and bearing in mind the quality of 
the building, was high even for the top of 
the market. The sale was a substantial 
contributor to Sun Hung Kai Securities’ 
profit for that year and was particularly 
fortunate in that it came soon after Sun 
King Fung had failed to sell the building to 
Malaysian interests. Sun King Fung had 
earlier acquired it from Eda. The pur- 
chase drained the soon-to-be-licensed 
bank of HK$300 million in cash, so that it 
started its new life with 70% of its net as- 
sets of HK$412 million tied up in an over- 
priced building. The building is still held in 
Sun Hung Kai Bank's books at purchase 
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price — on the grounds that it is *not for 
re-sale" — even though local property 
prices have since collapsed. 

Fortunately for Fung, Hongkong au- 
thorities, the banking commissioner and 
the financial secretary decided to over- 
look the implications of the Sun King 
Fung deal when awarding Sun Hung Kai a 
banking licence in early 1982. So, too, it 
seems, did Merrill Lynch when it bought a 
large chunk of Sun Hung Kai Securities 
and a smaller chunk of Sun Hung Kai 
Bank in an early 1982 deal. The bad effect 
of the building deal was double from Mer- 
rill Lynch’s viewpoint. It put an unwar- 
ranted gloss on Securities’ profitability 
while leaving the bank with an inadequate 
liquidity cushion. 

The bank had quite a struggle hanging 
on to its deposit base and, to make matters 
worse, it found increasing difficulty in bor- 
rowing in the inter-bank market. This was 
an indication of the nervousness of the 
market and lack of confidence prevailing 
in the bank despite the presence of two big 
foreign institutions. Paribas and Merrill 
Lynch were so heavily involved it seemed 
unlikely that they could walk away from 
their problem without loss of face. 

Thus Sun Hung Kai Bank was saved by 
its foreign connections. That was doubly 


| ironic as some had criticised the award of a 


banking licence on the grounds that Sun 
Hung Kai was no longer a sufficiently 
domestic institution to qualify for the first 
licence to be granted to a Hongkong- 
grown bank since the 1966 banking crisis. 
Although at the time the licence. was 
granted the bank was only 30% foreign, 
Fung was already in discussion with Mer- 
rill Lynch to sell more of his stake. 
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terest income of non-residents is 
taxed. 
Macau bankers do not want to see a per- 





manent shut-down of Pacifico for fear of —— 


its consequences on public confidence. 
The Macau Government is likely to an- 
nounce details of a rescue package for 
Pacifico soon. It also does not want to 
damage its offshore-banking business, 
which has been growing rapidly since 
several foreign banks have been allowed 
local licences. 

The usually sleepy Macau banking 
scene is now buzzing with gossip. The 
latest rumour resulted in a run on the Tai 
Fung Bank, Macau's fifth-largest with 
Patacas 750 million in total deposits at the 
end of 1981. The rumour had it that Tai 
Fung's major shareholder, Ho Yin, had 
died while in the United States. Ho, a 
powerful figure in Macau and long re- 
garded as Peking's unofficial representa- 
tive, promptly arranged for a live inter- 
view with Radio Macau to dispel the 
rumour. 

However, the run on Tai Fung was sig- 
nificant enough to cause an emergency 
meeting of the Bankers Association in 
Macau on October 3 at which Tai Fu 
asked for the moral support of local 
foreign banks in Macau. After statements 
by both Ho and the Bankers Association 
reached the public, the run on Tai Fung 
ceased. 


RESEARCH INSTITUTE FOR 
MANAGEMENT SCIENCE 


announces: 
Management Skill Development Pro- 
grams for practising executives from de- 
veloping countries. 


Six-months courses, starting in January 
or July (each year) on: 
General Management 
Financial Management 
Regional Industrial Development 
General Management for State 


Enterprises 

Industrial Extension Work 
Marketing and Physical Distribution 
Production Management 
Management Consultancy for Co- 
operatives 


Three-months courses, starting in Sep- 

tember (each year) on: 

e Expert Management Consultancy 

@ Institutional Management Consul- 
tancy 


The RVB is a recognized institute in 
managerial capability development for 
the developing world. 

RVB is linked to the Delft University of 
Technology and has more than 30 years 
of experience in management develop- 
ment. 

For further information please write to; 
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... plus ће Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
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of Tan 


The head of the Carrian 
group and a fellow director 
are arrested and charged 


By Philip Bowring 

Hongkong: The criminal aspects of inves- 
tigations into the Carrian group were 
brought to a head on October 3 by the ar- 
rest of chairman George Tan Soon Gin 
and executive director Bentley Ho. They 
were charged under the Theft Ordinance 
with making false and misleading state- 
ments. Ho was also charged with false ac- 
counting. The prosecution indicated that 
these were only initial charges and others 
would follow. There was “evidence of a 
systematic scheme of deception and 
fraud,” a magistrate’s court was told. 

The prosecution said total debts of the 
Carrian group were about HK$10 billion, 
or US$1.22 billion (REVIEW, Sept. 22), 
compared with approximately HK$6 bil- 
lion previously indicated to creditors of 
parent Carrian Holdings and quoted Car- 
rian Investments in the various debt-re- 
scheduling schemes put forward since 
Carrian’s troubles were announced. 

The prosecutor said that in addition to 
the known HK$6 billion debts of Carrian a 
further HK$4.6 billion was owed to 
Bumiputra Malaysia Finance of Hong- 





COMMODITIES 


The seeds 
of a row 


The EEC considers an extra 
tax on vegetable oils, 
provoking strong reactions 


By James Clad 

Kuala Lumpur: The Malaysian Govern- 
ment has reacted vigorously to reports 
that the European Economic Community 
may impose a consumption tax — proba- 
bly at 13% — on vegetable oils and 
oilseeds. On September 20, Primary In- 
dustries Minister Datuk Paul Leong said 
such a tax would run directly counter to 
past assurances to the Asean states 
(though as a tax on local consumption it 
would not be technically an import duty), 
most recently at the two trading blocs' 
Joint Cooperation Committee meeting in 
Manila in 1980. 

The EEC already imposes duty at 4% 
on crude palm oil and at 12% on refined 
palm oil. Malaysia produces more than 
80% of the world's palm oil, equivalent to 
a 17% share of the total world vegetable- 
oil market. 













Tan after arrest: HK$2 million bail. 


kong by the Carrian group, which in addi- 
tion to Holdings and Investments includes 
Tan's privately controlled companies. He 
said that of this amount, HK$2 billion re- 
mained totally unaccounted for. 

The prosecution also said Tan had been 
living illegally in Hongkong since Sep- 
tember 1972 (REVIEW, Jan. 27). His Sin- 
gapore passport had expired but 
Paraguayan and Tongan passports had 
been found in his possession by the Inde- 
pendent Commission Against Corruption 
which, it was now revealed, had arrested 


/ 


{ 


1 еопд: а taxing problem 


The REVIEW has learned that at least 
four EEC states — Britain, Denmark, the 
Netherlands and West Germany — have 
voiced concern about the impact on EEC/ 
Asean trade relations of the tax proposal, 
which emerged from the EEC Commis- 
sion in October 1981. It is understood that 
these countries’ diplomatic representa- 
tives in Kuala Lumpur have gone to some 
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that they had made a ras and misleading 

statement to the effect that Carrian had 
sold shares in: Union Bank to Bylamson 
and Associates for HK$481 million and 
that a HK$144 mill 















assets to шы which 
| place == that of the China 
_ Underwriters Centre. It alleged that 40% 
ef Сагпап Investments’ announced 
| HK$313 million profit for 1981 did not 
exist. (REVIEW, Apr. 23, '82 and Jan. 27, 
'83). 
The prosecution opposed bail, citing 
the size of the alleged frauds, the wealth of 
Tan, the existence of his various passports 
and Hongkong’s history of absconding by 
business crooks — Amos Dawe, the Ma 
brothers, Dollar Credit executives (page 
94) and the Eda group's Chung family. 
But Tan was ordered released on bail of 
HK32 million, the magistrate ruling that 
the Crown had not provided material evi- 
"dence that he and Ho would abscond. 








However, they were held in custody pend- | 


^ ing an appeal by the Crown to the Sup- 
^ reme Court. 


lengths to reassure the Malaysian au- 
thorities. 

Ultimately, however, the EEC’s Coun- 
cil of Ministers must decide the issue, 
which has arisen as a consequence of 

б 8 application to join the community. 

Опсе Spain is in the Common Market, 
olive-oil production will rise to a surplus of 
200,000 tonnes, the fact of which has led to 
increased pressure by Spanish and other 

EEC olive-oil producers (from France, 

Italy and Greece) for restrictions on 

Asean palm- and coconut-oil imports. 

Another reason for the pressure on 
Malaysian palm-oil exporters has been 
lobbying from the EEC's strongly pro- 
tected dairy industry, a chief beneficiary 

¿o of thecommunity's Common Agricultural 
. Programme, which at present consumes 
most of the EEC's budget. With large but- 

ter stocks, dairy interests have demanded 
measures to dampen demand for im- 
ported oils and fats rather than adjusting 
their own supply of butter to fit communi- 
ty consumers' declining demand for their 
product. 

The largest purchaser of Malaysian 
palm-oil is Anglo-Dutch giant Unilever, 
which currently takes more than 40% of 

Malaysia's exports of this product to the 

EEC. Apart from Asean states, Papua 

New Guinea and developing countries in 

- West Africa would also be affected by the 
proposed tax. _ 




















While the prosecution gears up P 
will undoubtedly be an extraordina 
long trial, attention is shifting to wh: 
further charges may be brought ара 
these individuals, or against ot 
whether they be executives of Carria 
bankers or advisers. 

Meanwhile, in Malaysia, some furth 
questioning of how Bank Bumiputra an 
its Hongkong subsidiary  Bumiputr: 
Malaysia Finance (BMF) came to lend: 
much to so few is likely. Hitherto, tl 
bank and the government have p 
tently played down the size of the 
blem, each time to have their stateme 
overtaken by new revelations from Hon 
kong. There are suggestions now. that th 
| discrepancies. involved may be largel 
matter of the decline in the value о 
Hongkong dollar increasing the app 
size of loans originally expressed in. 
dollars. But such explanations are 
likely to withstand close scrutiny. ° 

It seems only a small part of BMF's a 
vances to Carrian are adequately sec 
So even if certain advances аге othe: 
recovered, the losses to be provided: 
next year's accounts will make necess 
another massive  incréase in © 
Bumiputra's capital. Bank Bumiput 
net assets at end-1982 were МҘ1.25 b 
(US$534.2 million), almost the same 
Carrian exposure — about M$1.25 b 
at current rates. — PHILIP BOW 










Tan's arrest appears to 
remove any justification for 
keeping Carrian ali 














Hongkong: It has been apparent for the 
past few weeks that there was no realistic 
hope of saving the Carrian group. But de- 
spite mounting evidence not only that 
there was little financial justification for a 
rescue but that they had been misled 
about the extent of the debts and the na- 
ture of group relationships, creditors held 
off liquidation. The shocks of recent 
weeks came on top of evidence in the pos- 
session of creditors since January that au- 
dited — by Price Waterhouse — profits 

had never been realised. | 

It has long been suspected that bankers 
did not want to put Carrian into liquida- 
tion partly on account of the embarrass- 
ment, or worse, that might fall on them- 
selves or their institutions if the story came 
out. Now, however, there is not one shred 
of justification for keeping it alive. 

Even if only part of the prosecution evi- 
dence against Carrian chairman George 
Tan be given credence, the bankers’ res- 
cue schemes contained elaborate decep- 
tions. And now HK$168 million (US$20.5 | 
million) put up into escrow, supposedly by 



































































Advertisement 


UNIVERSITY OF SOUTHERN CALIFORNIA 


is offering a specially-designed 


. , 2-month M.B.A. degree 
International Business Education and Research (IBEAR) Program 


for a class of international participants in Los Angeles, commencing in 1984. 





Total education cost ap rorimately US$18,000. 
Applicants must have an undergra uate degree, a sponsoring company, 
and a minimum of 2 years working experience, 





The Director of the IBEAR Program and the Dean of the Graduate Schoo 
Business Administration will be making their annual visit to Asia in October 
to discuss the program with business and government leaders, To meet the 
Director and the Dean, please contact your local representative. 




























Hong Kong Mr. Leo T. Н. Lee Tel. 5-223672 
Tung Tai Finance Co., Ltd. 

Indonesia Mr. David Sugita Tel. 375008 (ext. 251) 
PT Astra International, Inc. 

Japan Mr. Akira Nagashima Tel. (03) 434-5643 
Waseda University 

Korea Mr. Gong Soo Pyun Tel. 778-8311 
Korea Investment & Finance Corp. 

Philippines Dr. Aurora Н. Roldan Tel. 721-0519 
Reading Education, Inc. e 

Singapore Mr. Frank Tan Tel. 220-6352 
Frank Tan Associates 

Thailand Ms. Yaovanee Rattakul Tel. 281-3336 


International Investment Co., Ltd. 


Otherwise, for further information about the 1984 program, please write to: 


IBEAR Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Telephone: (213) 743-2272 Telex: 674803 UNIVSOCAL LS 


















The Hongkong & Kowloon Wharf 
& Godown Company, Limited 


teport to Shareholders 












































©. The total profit for the six months ended 30th Fihê 83 after extraordinary items was HK $290. 5 million, an increase 
of 28,6% аз compared with the same period in 1982, as'à result of brining into the first half-year's accounts extraordinary 
items: of HK$123.6 million. The unaudited profit attributable to. shareholders for the period-after taxation and before 

ttaordinary items, amounted to HK$166.9 million; representing. an increase of 8.7% over the HK$153.6 million for the 
Corresponding period last year. Earnings per share, after taxation and before extraordinary items, improved by 8.0% from 
9.97 cents in the previous year to 10,77 cents. ; 


‘Iterim dividend 


The Board Ваз declared an interim dividend of 4. 9 cents per share in respect of the year ending 3151 December, 1983, 
-. compared with an interim dividend of 4.5 cents for 1982, an increase of 8.9%. The interim dividend will be ; paid on 4th 
“November, 1983 to shareholders on record as at 26th October, 1983. The register of members will be closed from 20th 
October to 26th October, 1983, both days inclusive. In order to qualify for the interim dividend all transfers, accompanied 
by the relevant share’certificates, must be lodged’ with the Company’s registrars, Central. Registration Hong Kong Limited, 
not later than 4:00 p.m. on 19th п Осор, 1983. 


Highlights ; ; 
During the period under review, the Company has: ‘continued to maintain a very liquid position and a strong balance 
sheet with all the Company’s obligations being covered by its internally generated sources of funds. 
* Harbour City Phase IV construction, expected to be cömpleted by the end of 1983, is proceeding i in accordance with 
“schedule and is kept below budget. Marketing for the leasing cf Phase IV is now being actively pursued under difficult 
market conditions due to the increasing supply of and the sluggish demand for properties in Hong Kong: 
The commercial rental market remained weak during the first half of 1983. The Group's total lettable properties have 
; maintained an overall occupancy factor of 97%. 
The Company’s warehousing and cargo handling activities have recently begun to feel the effect öf the world recession, 
A however, these facilities were still 92% occupied as at 30th June, 1983. 
E The Public Transport Group continués to provide. high standard services and maintain a steady cash flow from the 
`, operations of the "Star" Ferty, aided by the fare increase of 10 cents commencing from 1st March, 1983, and from 


Hongkong Tramways. Government also approved: Hongkong Tramways’ fare increase application of 10 cents which 
became effective from 1st July, 1983. 


* The Hong Kong and Singapore hotel industry was influenced by the adverse effects of the global recession and by an 
increase. in the number of rooms available. The Company" s hotel subsidiary, Harbour Ceritre Development Limited, and 


the Hotel Marco Polo Singaproe both reflected lower. profits i in he first six months of the year. 


Summary of consolidated results ^s . Six months to Six months to . Year ended 
30/6/1983 ' 30/6/1982 31/12/1982 








HK$ Million HK$ Million HK$ Million 

< Profit before depreciation 244.2 234.9 557.9 

and taxation | 
у Depreciation, TS 37,1: 22.7 66.4 
Profit before taxation | 207.1 212.2 s. « 491.5 
© Taxation NA 264 , 33.3 i 61.3 
Profit after taxation 180.7 178.9 430.2 
_ Minority interests | d 13.8 25.3 248.2 
Group profit Т 166:9 153.6 . 382.0 
Extraordinary items : i 123.6 72.4 : 159.3 

` Group profit after a E | 

extraordinary items : 290.5 226.4 «7841,3 


1 Earnings per share before 


extraordinary items . И 10.774 9.974 





24,84 


By Order of the Board 
WOR LD WIDE SECRETARIES. LIMITED 
~: Secretaries 


He g Kor 8th September, 1983. 












Hongkong Гапа announced an unpre- 
cedented. net loss of HK$107.1 million 
(US$13.1 million) for the first half to 
June-30 (compared with a profit of 
.HK$543 million in the corresponding 
| ‘of 1982), and passed its interim 
dend. In his interim statement, 
nd's chairman David Newbigging, 
who has since resigned (Shroff, page 93), 
said the loss was caused principally by 
: Pre amounting to HK$429.6 mil- 
|. lion having been made against “certain 
. property trading projects in Hongkong, 
Australia and Singapore." In addition, 
“an amount of HK$181.2 million has been 
charged to the profit-and-loss account 
representing "interest on deferred prop- 
erty developments on which interest had 
been capitalised prior to deferral.” 

Given the present “uncertainty over | 
the future of Hongkong” and with the | 
likelihood of “over-supply persisting in 
the commercial property sector,” Land | 
is paying close attention to its balance- 
sheet, said Newbigging. The sale of the | 
company’s stake in Hongkong Tele- 
phone and other measures had reduced 
borrowing requirements by some HK$3 
billion since the beginning of the year. 
The profit from the Telephone sale will 
come through at year-end. 

Newbigging reported that several 
group joint ventures had been dissolved 
— one with the Carrian group (May 
Road) and another with Far East Con- 
sortium. No decision had yet been 
reached on the Redhill joint venture, 
against. which. Land has provided 
HK$865 million. In Hongkong, Land's 
residential properties remain fully let 
and commercial buildings 91.576 let. 
The group's residential properties in 
Australia face a "difficult" market 
(though commercial properties are al- 
most fully let) while prospects for indus- 
trial and residential property joint ven- 








Hongkong Land sinks 








tures in Singapore are "net encourag- 
ing." 
Meanwhile, operating income from 
main activities, including Dairy Farm 
Co. and Mandarin International Hotels 
as well as commercial and residential 
property investments, had shown “satis- 
factory growth in 1983," Newbigging 
said. He saw "little likelihood of any ma- 
terial contribution in the foreseeable fu- 
ture coming from our property trading 
projects, particularly those in Hong- 
kong, but we expect operating income 
from our core businesses and from our 
principal associates to continue to 
grow." Newbigging added that he ex- 
pected the property market in Hong- 
kong to remain oversupplied for "at least 
the next two years" and confidence in 
Hongkong generally was unlikely to re- 
turn until there were "concrete develop- 
ments" in the Sino-British talks over the 
future of the territory. 

At sister company Jardine Matheson, 
earnings in the first six months fell by 
66% to HK$101 million — mainly due to 


Jardine’s share of Hongkong Land's | 


operating loss. But against this there was 
“substantial benefit” from the sale in 
June of Jardine’s stake in Rennies in 
South Africa for around HK$1.25 bil- 
lion. Jardine is paying an interim di- 
vidend of 10 HK cents a share (in scrip 
with a cash alternative) — a decrease of 
57% over last year. Newbigging (who 
has also resigned as Jardine’s chairman) 
said earnings from group operations in 
Hongkong and China were “satisfac- 
tory” and results from international op- 
erations “marginally lower.” But he de- 
clined to forecast earnings for the full 
year and warned that prospects for 1983 
and 1984 were clouded by uncertainty 
over the future of Hongkong, the world 
economic outlook and by Land's per- 
formance. — ANTHONY ROWLEY 





Neptune in choppy seas 


Pre-tax profits at Singapore shipping 
group Neptune Orient Lines dropped by 
71.3% to S$3.5 million (US$1.6 million) 
in the first half of this year as compared 
to the level the year before, figures re- 
leased on September 28 show. The slip- 
page in profitability, ascribed to world 
recession and over-capacity in the ship- 
ping industry, came on a turnover of 
$$383.7 million, marginally down from 
the previous year's S$387 million. The 
interim result would have been worse — 
in the red — had the group not included 
an extraordinary gain estimated at $$6.5 
million from the sale of a vessel and 
some used equipment. No interim di- 
;vidend is being paid, but directors pro- 














ject a yearly dividend close to the previ- 
ous year's total payout of 7.5%, despite 
their forecast of continued hard times for 


the industry and no expectation of im- | 


provement in the company's perfor- 
mance in the second half. 
— LINCOLN KAYE 


Wharf group ahead 


Hongkong and Kowloon Wharf and 
Godown, the diversified property, hotel 
and transport group in which shipping 
magnate Sir Yue-kong Pao's World In- 
ternational has a controlling stake, re- 
ported an 8.7% advance in net profit to 
HK$166.9 million (US$19.4 million) be- 
fore extraordinary items for the six 
months ended June 30 compared with 
the same 1982 period. Adding in extra- 
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ordinary gains, profit was 28.66 ahead 


' sidiary, Harbour Centre Develop 


| million). : 


| been declared, taking the annual payo 














at HK$290.5 million. ү, 
The directors said the company re- 
mained very liquid and described ће. 
balance-sheet as “strong,” but noted dif- 
ficult conditions in almost all area :s of its | 
operations. Despite the very weak 
Hongkong property market and a reces 
sion-hit international trading env iron- 
ment, they said all group lettable com- 
mercial properties had an overall occ 
pancy rate of 97% and warehousing .a 
cargo-handling operations were ` stil 
92% occupied as at June 30 — thougl? i 
was implied this rate had since fall 
Hongkong Wharf's listed hotel sub- 


































reported a slump in first-half profits U 
HK$27.6 million from HK$42.4 millio 
in the same 1982 period. 
With an 8% improvement in earnings 
per share (before extraordinary profits). 
to 10.77 HK cents in the first half, the di 
rectors have recommended an 8,976 in- 
crease in the interim dividend, to 4.9 
cents, — A CORRESPONDENT 


Siam Tyre bounces back 


Siam Tyre of Thailand — a listed com 
pany in which the Siam Cement group 
a major shareholder after buying a30%: 
stake from American tyre manufacturer 
Firestone in mid-1982 — posted a Baht. 
19.9 million (US$865,000) net profit for 
the first nine months of the 1983 finan- 
cial year (ended July), reversing a Baht 2 
million loss in the same period a year be- 
fore. Reflecting substantial rises in car 
sales since early 1983 which spurred de: 
mand for tyres, revenue rose 15.7% over 
the same period to Baht 679 million. The 
Baht 662 million total assets at the end of 
July represent a 7.8% increase from a 
year earlier. 

~~ PAISAL SRICHARATCHANYA: 


Elders boost profit 


Diversified Australian :pastoral house 
Elders IXL boosted its net profit by 5% 
to A$64.3 million (US$57.2 million) in 
the year to June 30, from A$61.3 million 
previously. Revenue during the year 
rose 33% to A$3.69 billion from A$2.76 
billion, reflecting the major trading ac- 
tivities of the group. However, actual 
trading profits slipped 6.6% to A$69.2 
million (previously A$74.08 millior 
while profits on the sale of surplus asse 
fell to A$6.3 million (previously A$7.6 
























































The tax provision jumped to A$20.4 
million, from A$11.17 million. Total in- 
terest charges, including finance-com- : 
pany operations, fell to A$127.7 million 
from A$185 million, while the deprecia: 
tion provision dropped to A$13.8 mil- 
lion from A$21.4 million. | 

A final 12 A cents a share dividend has 







to 20 cents, up from 17 cents previous! 
— BRIAN ROBINS 










‘he galloping few 
ST Asi an markets were again weaker in the pe ici 
ign bu ying, stormed to a new high in heavy turr 
ch of d ampening news on the currency, corporate and banking scenes exacerbated nerv- 


isness 0" ver the Sino-British talks on the territory’s political future. New Zealand came close 
breach ing the 1,000-point mark on the NZUC Index but Australia weakened. 








'OKYO: A new high was reached on substantial 
mover. Large-capital issues attracted much of the 
ntion and there were rumours that Nomura Sec- 
ties hz id been promoting Mitsubishi Heavy Indus- 
es vigc orously, Overseas buyers also returned to the 
cet, though many. missed the rise in the yen 
nst the.US dollar from the 240s to the 230s. Some 
thnology issues were sold, while finance com- 
5 enjoyed gains, There was again much specula- 

;tivity among brokers. The Nikkei-Dow Jones 
тёре closed at 9,450.10, up 104.32 points. 


IGKONG: The jittery mood, mainly due to the 
of transparency in the Sino-British talks over the 
itory's political future (which was not helped by 
exchange of barbs by some officials of both gov- 
гг iments), was exacerbated by a chain of depressing 
Vients on. the.currency, corporate" and. banking 

ts. All this further hit investor confidence and 
shed the Hang Seng Index down to 715.01 at the 
і of the period, a loss of 70.47 points or nearly 9% 
m the previous closing. Analysts expect a further 
оўоп of share prices amid heavy selling noted dur- 
| most of the past period. The announcement of a 






















period was followed later by disclosure of a sub- 
tial injection of foreign capital into Sun Hung Kai 
to prop up its troubled banking subsidiary. 







PYRE, Most of the gains in the previous 
iod's spurt were lost as volume continued to slide. 
er's Industrial Index closed at 5,608.48, down 
points. The decline came despite encouraging 
d States money-supply figures and earlier re- 
[highs on Wall Street, usually powerful factors in 
sentiment. Analysts ascribed the market's un- 
to feared cutbacks in the Malaysian budget and 
ettainty over the local impact. of Hongkong's 
s. Trading апа industrial concerns showed the 
pest declines: Ready turnover averaged $$25.1 
on (US$11.7-million) aday, down from the pre~ 
week's $$27.2 million. ; 


UALA LUMPUR: There -were- few signs of the 
ket picking up during the period, with investors 
inimpressed Бу Wall Street trends. Fraser's.Indus- 
I Index shed 88.93 points during the period to 
se at 3,535.36, on turnover of 25.4 million units 
lued at M$97.05 million (US$41.3 million). With 
exception of Antah Holdings’ announced issue of 
illion ordinary shares, few listings caused much 
est as the impending budget (due to be pre: 
ed.on Oct. 21) dampened trading interest. It is 
ed that the budget will require higher Em- 
se Provident Fund contributions from employ- 
sulting in higher labour costs. 








































е A weaker gold price and little buy- 
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tment funds, pushed the index up to a 
!1.9.by the close of trading on Sept. 29, but 
n the next two sessions. All sectors were hit. 
Blue-chip miners are coming under pressure as prices 
metals, especially copper, have fallen 










recently. 


NEW ZEALAND: Atter a good gain early in the 


period the market once again failed to break through 
the 1,000-point barrier on the NZUC index and spent 
most of the time moving in a narrow range in light 
turnover. The index closed at 991.39, up 6.06 points 
from the previous period. Price movements were 
mixed, with some sectors languishing and others 
reasonably well supported. The mergers and acquisi- 
tions scene saw the Dalgety/Crown merger receive 
official approval, having earlier been rejected, and 
state-owned Air New Zealand buying 30% of a listed 
private-sector secondary airline group, Mt Cook, 
from NZ South British. 


MANILA: An already anaemic market came under 
double. pressure from faltering metals prices and 
alarming talk of at least two impending private debt 
defaults. It still managed to move 441.1 million 
shares worth P41.2 million (US$3.7 million), but the 
bulk represented negotiated deals in two issues — 
Lepanto Consolidated and Metropolitan Bank. Sen- 
timent was particularly depressed at the Makati ex- 
change where value turnover reached record lows of 
Р 305,520 on Sept. 27 and P378,180 on Oct. 3. 


BANGKOK: The market generally remained list- 
less and investors tended to show little interest. Some 
moved to liquidate their holdings on Sept. 27, but 
apart from that, the market marked time until Sept. 
30 when scattered buying interest surfaced. How- 
ever, that did not last long and the market closed the 
period on a quiet note. Average daily turnover was 
Baht 27.2 million (US$1.2 million). The Book Club 
Index closed at 127.48, up 0.33 of a point. 


SEOUL: Heavy buying by institutional investors 
prevented an expected nosedive in share prices 
caused by the multi-million dollar scandal involving 
Choheung Bank. The composite index bottomed at 
116.68 — the lowest point of the year — on Sept. 29 
but rebounded to 117.71 the next day, when institu- 
tional invéstors purchased an estimated 3096 of all 
shares traded, according to brokers. Construction 
firms, which have been plagued by scandals and cash- 
flow problems, were the biggest losers. 


TAIPEI: Following reports that top officials of debt- 
plagued Yuan I Industrial Co. had fled Taiwan, the 
market went into a downward spiral despite the fact 
that shares of a couple of the largest listed companies 
actually rose in value. The 10-point fall in the weight- 
ed index on Oct. 3 was the steepest for a single day in 
more than two months. The index closed the period 
at 707.96, off more than 18 points (rom the previous 
period. Volume remained fairly steady, with the mar- 
ket closed one day (on Sept. 28) for the birth anniver- 


1 million) а day. 


to Oct. 3 but Tokyo, supported by 
er. Hongkong plunged further as a 








Confucius. Turnover averaged NT$1.08 bil- 





AUSTRALIA 


































Aust. All-Ordinaries index 
Sept. 27 7184 
Sept. 28 7164 
Sept. 29 7214 
Sept. 30 7184 
Oct. 3 close: 
Change on week 0.329 

Sept30 change % 
AS onweek уен 
Атан 2.58 70:4 7.8 
Ampoi Exploration 3.88 +26 28 
Ampoi Petroleum 194 +32 39 
ANZ Bank 5.40 -04 52 
Australian Cons. ind 163 +45 92 
Australian Guaranteo 243 = 45 
АРМ 224 22 74 
Boral 319 سس‎ 47 
Bougainvitie 252 -77 27 
Brambles tnd. 287 263 $2 
BHP 12.58 «10 32 
BurnsPhilp 2.80 +07 54 
со A 278 == 50 
Carton United Brewery 301 26 47 
Coles GJ 3.47 +3.9 52 
Comaico 3.00 +03 06 
CSR 3.97 “46 45 
Dunlop Australia 141 +2.9 64 
EZ Industries 5.90 “20 20 
Elder Smith GM 443 +50 45 
Hardie J, ; 4.00 -20 55 
Herald & Weekly Times 304 +70 62 
IC} Australia 200 +81 75 
Lend Lease Corp, 4.95 425 35 
MIM Holdings 391 -84 13 
муве Emporium 151 262 76 
North Broken Hill 341 +0.9 18 
Реко Wallsend 728 = 02 
Pioneer Concrete 1.81 wit 55 
Santos 8.03 -33 10 
Smith H. 3.90 3 58 
Thomas Nationwide Trans 1.82 -5.2 6.6 
Western Mining 413 145 05 
Westpac 343 *30 70 
Woodside 143 MM - 
Woolworths 248 +16 56 
Hang Seng Index 
Sept. 27 800.70 
Sept. 28 777.00 
Sept. 29 767.35 
Sept. 30 758.33 
Oct. 3 715.01 
Change on week 11.73% 
Oct3 “change % 
HKS onweek — yield 
Associated Hotels. 1.07 -45 = 
Atlas ind 4.55 -5.2 16 
Bank of B.A 16.50 -18.% 36 
Carian ‘Suspended — ~ 
Cheung Kong Ex Div. 5.80 “APE 09 
China Light 19.80 -6.9 60 
Conic 100 -37.1 9.0 
F.E Consortium 040 273 63 
FE. Hotels 0.90 iud 39 
First Pac. Holds. 3.70 15.9 108 
Grand Marine Suspended a m 
Great Eagle 0.44 89 85 





























G isid Cement 
Hang Lung Development 
Hang Seng Bank 
НАЕСО Ex Div 
Henderson,” 

HK Electre — 

HK ACh Gas 

HK ёк What 

MK Cana 

‚ PK AS Bank 
HK AS Hotels: 








































































104 Ѕеюзи Prefab Homes 618 

52 Sharp 1386 14 
80 Snisedo 1080 EE 
at Sony 3736 °з 

BG Sumitorhe Bark SO — 
52 Taser Const 225 -13 
84 Takeda Chem 789 Bri 
$2 Tokio Manne and Fire а +19 
"us Tokyo Elec. Power 164 +20 
$2 1 Toray 415 35 
88 | Too 493 E 
E 61 | ToyoKogyo 435 469 
dm 127 | Toyota Motor 1260 ZI 
790 60 Yamaha Motor 485 -32 



































NEW ZEALAND Ё 


Oct3 ... BERE 
Change on week |... . +0.61% 
Oct3 "change % 
NZS on week — yield 
Alex Harvey 430 "3865 0054 
Brierley 4.90 “10 20 
Carter Holt 333 15 $3 
Dormon Brewers 1 66 “06 62 
Fotox 72 "в G7 
Figtonar Challenge 2.68 -04 a3 
Lion Brewenes. 220 vm 58 
NZ Forest Products 472 ~ 55 
NZ Oil and Gas 6.80 Bt P 
NZ South British 1.25 +08 60 
NZ Steel 325 +48 55 
UER Industhes 180 - 7.8 
Watak NZR 342 +15 &1 
Watte 2.38 +04 5d 





Я 9,414.15 

z бері. 28 9,445.32 

;, Sept. 29 9,432.61 
Sept. 30 9,402.59 
Oct. 1 9,446.32 n 
Oct. 3 9,450.10 А ; 

ptas on v. IM PHILIPPINES 

Oct3 change Ре ni cM i 
Aironet о чю wi Maniis Шайы, tees 
$ 25 “RO 421 
Bridgestone Tire 508 +58. 159 Sept. 27 1,233.82 
C. Hoh зз — 183 мв Sept. 28 1233.82 
Сара 532 +58 457 Sept. 29 1,233.82 
Canon 1420 -21 aot Sept. 20 1,213.77 
Citizen Watch 625 -19 286 Oct.3 1.205,76 
Dai Nippon Printing 895 +4 240 hange week Ж. 
Dawa House 530^ +52 290 © 9n аи 
Ebara Mig 326 -03 . 250 Oct3^ change % 
Fug Photo Fim 2350 -4% 184 Peso on week уна 
Fujitsu 1390 -48 409 Acor Мор = ра Ка 
, Нема Real Estate 610 +78 734 Adás-B. 29.50 a3 = 
Mach 895 “18 387 Baguo Gold. 0.002 he = 
Honda Motor 940 +33 259 FAm Е -= — 

uM 165 -88 180 First Holdings 5.00 =338 1213 

УЕФА, 688 +04 477 Lepantp-B. 0.0975 -114 2 
г. Kajima Const, 336 434. 130 Marcopper 121 +08 — 

/ Kaneka 451 +20 7552 Mannduque-B. de EN = 
Kao Soap. 609 t5 265 Phiex-B 0.18 5T 29 
Kashiyama 647 E 152 PLOT 38.00 -32 129 
Kirin Brewery 425 +27 195 Phil Overseas 0015 -53 = 
Komatsu — = 47 Pioneer-B 00016 ка = 
Kumagai Gumi 460 +415 no Роосо-В 09013 == _ 
Matsushita Elec. Ind. 1700 -34 284 SanMquei-B 19.625 68 70 
Matsushita Elec Wks 586 -02. 214 W Minolco-B 0:001 -— = 
Mitsubishi Estate 490 “18 o $2 
Mitsubishi H t 270 415 507 р 
‘Mitsui & Co. 385 >32 362 
Мази Real Estate. ng +13 3568 SINGAPORE 
Mitsukoshi 355 -19 - ; 
нора CA a2 +20 32 Fraser's Industrial Index 

708 «3 n7 А 
5,701.07 
5,685.14 
5,687.23 
5,707.21 
5,608.48 
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Benuntar Я 
Boustead 279 7.8 27 
C Sugars - m РЕ 
Cold Storage 540 0.9 24 
CSC 650 -15 30 
Dev Bank of Singapore. 9.60 10 t7 
Dunia Estates 197 “20 30 
Dunlop industnes 384 45 T4 
Fraser and Neave 6.10 ub? 3t 
_Gentings 464 E EI 58 
Guinness 430 EET 54 
Наптан уу 4 *16 53 
Haw Par 226 -20.9 37 
H Leong Fin 438. 327 Үз 
inchape 298 ET 59 
вагиф Peninsisiar 570 а 32 
Jacks tet 600 32 ~ 
KA Kepong 300 20 42 
Keppel Ship. 334 38 75 
Magnum. 420 o8 36 
Malayan Barking 9.35 -56 24 
Malayan Brewers ` $.60 ^39 41 
Maayan Tobacco 570 ~ 79 
ммс 227? 230 48 
ми 3.04 19 21 
Meta! Bax Singapore 273 45 66 
MPH 190 73 € 


Pan Electric 330 +3.1 04 
Peg Malaya 2.20 Lr M 
Shen 430 “0.5 32 
Sime Darby 237 “04 46 
Singapore Land. 575 *36 09 
Straits Steamship on n + 
Straits Times 10.80 18 16 
Straits Trading $55 -2.6 30 
Tractors 370 “19 81 
United Engineers 058 - Ра 
voB 530 28 34 
United Overseas Land 2.36 -85 21 
Wearne Bros 3.90 230 зз 





SOUTH KORE 


Composite Index 














Sept. 27 117.14 
Sept. 28 117.40 
Sept. 29 _ n 116.68 
Sept. 30 1771 
Oct. 1 closed 
Oct. 3 closed 
Change on week -0.31% 
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Samsung Electronic 390.00 0d 
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Ama Cement 2570 °З} 
Cathay Const 27 40 25 
China Rebar НЕ 4? 
Ching Hwa Pulp 19:50 

Chung Shing Textile 13.20 

Far East Texte 14 80 

Formosa Plastic 2580 

Nan Ya Play 25.70 

Taiwan Cement 22.00 

Tatung 14 80 

USI Far East 2660 

‘Yue Loong Motor 


























Oct. 3 . LL 
Change on week ___ 

Oct. 3 

Baht on week 
Bangkok Bank 258.00 08 
Вегі Jucker 443 00 -52 
ЕСТ. 148.00 Q? 
Javaprathan Cement 172.00 -23 
Rama Tower 49 50 +42 
Siam Cement 368.00 31 
Serm Suk 470.00 “Oa 
Tha Farmers Bank 266.00 Es 
Tha: Glass E 


арап Nomura intemabonal (HK) Hongkong Hongkong 
Exchange. Hang Seng Bank Agsiralur aod Singapore: 
Pritiggines. Anselmo Tapitad & Со Лнан Воо 
South кота arid T; несто (Hongkong) 


INTEREST RATES (%) 








^£ is worth US$ 
h Japan «233.986, Hongkong HKSE.45, Singapore 55825127 
ayia: BS! MST 009 £4 = Wise 





















USS Amb t.9608 
USS: Rouble 0,75 
USS» Kip 35,00 
USS ong 0 


Онан Perera Far East о baniinate sating rates and ofhical 
‘tatek when aviiabie on the Hongkong market, Reuter for spot | 
^ aud forward rates trom kcal and intermanonal markets. T d 4 offer ad ki rates {тке rates Sources, Astiey & Pearce iHongkang;: Higas Co. Lid. 


COMMODITIES BOND PRICES 
Buying ond пейер rates where анде Dn, з) Fixed-interest bonds (US$) 


Australia 8-1/4 1992 88-878 
Сапайа Govt 14-3/8 1967 300-7/8-—9-3/8. 
Citicorp 16-314 +986 os 78-6908 
ОМА 15-1/4 1996. Tad 
Deutsche Bank 14-1741989 108-t/2-—9 
ECSC 11-1/2 1268 BODE 100-14. 
EDC 10-3/4 1988 tag 
EDF 11114 1990 : B78 
EEC 143/4 1993 
EIB 11 1991 
| BB 16-24 1991 
Mac 14-324 1987 
18 10-778 1990 
,, Midland 11-1/2 1992 
7 Машин! Finit 1-3/8 1990 
E КА don 
Nippon Cr Bank 11- 0/4 1993 
Prudential 12:34 1987 
a Renon 111990 . 
SNCF 14 1991 
Statoil $58 1989 
‘Swaden 12-28 1985 
SweifEx C1594 1986 
, WaltDishey (3-344 1906. 
World Bank 10-7/8 1990 96-12—7 
World Babk10-7/8 1993 94-3B-—7/8 
World Bank 17-8 1998 96-1/8--7-3/8 
World Bank 15 1987 199-348-248 
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518,00-—518.50 Barclays'1995 401.3710157 

866-870 CNCA 1990/1995 Е 99.15-99.35 
ЖОО EEC 19881990 99.94—-100.00 
352.50--353.00 31875-30925 217 26--217.50 Man Han 1994 FAM T0O.A0— 100.60 
355.75--358.25' New Zealand 1967 E x 100.10-—100.30 










Onshore Mining 1991 H 10010-30030 
Sweden 1986/1993 Я 100.52-—100.62 
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Philippines. Japan Tune South Korea 
45% $598 31% зве 6% 
9.5% 3.556 3-4% SAU 5.5% 7.5% 
US$ 78 US$2,55b ооф 6 USS25.07b US$12 7b 0652.01 
{ше} (May) tuner Dune) thug.) (une) 
USS1.51b овы 4üb 0552.025 05526 43b MB. s 0582.56 
-HK8208b О 7770 И ae USO Bb USAT. | | йө мв quein 
{dune-Aug.) {lune-Aug.) .. (Fab -April iFeb.-Apri (April-June) ^ _ (gune-Aug.) {i ў {May-July} 
KEG рав : ке Baht 15.825 +055290 ре . SUSES.BBD +066049 0991.245 
=НК$?.ВБь ^ -S53.55b Baht 4 436 i +05$2:38Ь —145$0.67Ь +05$2 82b +05$0.67Ь. --USS0.90b 
HKS42.70b 5811.800 с Baht3z20b 05$4.07Ь 1841 05b USSa6.5tb USS6.45b USB5. 70b 
443.1956 P399 +5.55% -1203% -21% 08% + 28.5% +74% 
+2%.33% +8,69% ~ 19.39% ~ 12.08% -22% +7,2% +124% +5.3% 
HK$44.78b ЕЗЕК MES взь Hani 55 81 US$0.68b(9) USSt-86b, мазо 10b US$4.61b USS5:40b 
+12, 22% 22.50% +170% | 2: FW 852089) T 2.7% +18% -49% 
+25545 +4. 89% -217% А +9.89% —61 43% BAS -24% 9.09 unchanged. 
uly hne. | Jdly77-May 78 1980=100 1876 100 1877-76 100 3978300 3880» 100 с 1976210 1980= 100 
* OZ) #100 194 ‚38723 21593. 1883 1093 183.61 134.6. 
1423 130.2 {Мас.-Мау} (ийиге? (Мау шу} (Маг. Mayi 
(dlune-Aug j^ idune-Aug.) 20.34% 42.22% +363% mu 
+1749 038% Sb +3,63% 129196 +43% 
E d ‚+101% ; А мт 43 
HKEIZL в. 8$ә3.72Ь 4 T Baht 423 590 fps 12.130 A 3 NT$} 826.56. 
` £ (Арлу (Ар) $ 
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It connects you to a worldwide 
electronic network. 


The Citi of Tomorrow. An electronic banking net- 
work with over 2,300 Citibank offices worldwide— 
helping you speed transactions and simplify 
operations. 

Case-in-point: Orient Overseas Container Line— 
part of the C. Y. Tung Group— pays almost a $95,000 
fee each of the 36 times a year its ships use the Suez 
Canal. Citibank's electronic network and Citibankers 
Georgia A. Mickey and Charles K. W. Kung eliminate 


costly delays at the Canal and help the Hong Kong com- 


pany transport goods to Europe. 


© 1983 Citibank, М.А. Member FDIC 
The Citi of Tomorrow and Global Electronic Banking 
are service marks of Citibank, М.А 


ATO TH 
CITI OF TOMORROW 


‘It prevents standstills at the Suez Canal. 
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An Orient Overseas ship must pay a fee before it 
enters the Suez Canal. If payment begins when the 
ship arrives, the ship waits at the Canal—at a daily 
cost of almost $16,000—until funds pass through cor- 
respondent banks. The other choice: begin payments 
8 to 9 days before arrival and lose the float. 

Solution: Orient Overseas electronically instructs 
Citibank New York to transfer funds to Citibank 
Port Said. Citibank then provides same-day value 
funds and the ship proceeds. 

To learn more, call an account manager. 


(L. to R.) Citibanker Georgia A 
Mickey discusses electronic banking 
with CHING Yuk-Sing of Orient 
Overseas and Citibanker 

Charles K. W. Kung 


CITIBAN(® CITICORP* 


GLOBAL ELECTRONIC BANKING 


Mita plain paper copiers with 
size reduction mode quickly turn 
computer stock forms and other 
over-sized originals into manage- 
able, letter-sized copies. 

And despite their compact, 
desk-top size, they're loaded with 
features to help improve the 
productivity of your office. 

For example, all three have 
Mita’s Automatic Dry Toner Density 
Control System. It continuously 
monitors copy quality, to make 
sure your copies turn out letter 
perfect every time. Plus other time- 
saving features like single key 
copy repeating, copy interruption 
and a “Sensor Touch" control panel. 

The Mita DC-312RE not only 





reduces, it enlarges too, and 
delivers a speedy 30 copies per 
minute (A4). You can even equip it 
with an optional document feeder 
and automatic sorter. 

The Mita DC-181R is one of P33 
only a few reducing copiers that 
can also copy extra-large A3-size 
originals, size for size. And the 
Mita DC-133R is one of the most 
compact reducing copiers 
anywhere. 

Nearly 50 years of manufactur- 
ing for the image reproduction 
industry has made Mita one of the 
world's most experienced copier 
companies. See for yourself. Make 
a tomcat kitten size at your local 
Mita dealer, today. 


"oT 





MITA INDUSTRIAL CO., LTD. 2-28, 1-chome, Tamatsukuri, Higashi-ku, Osaka 540, Japan Phone: (06)761-1171, Telex: MITAINTL J64292 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA: Mita Copiers Australia Pty., Lid., Melbourne Phone 03-553-0722 BANGLADESH: New Victor Ltd., Dacca Phone 255444 HONG KONG The Office Appliance Co., Lid. Phone. 5-546. 
INDONESIA: P.T. Mita Mahardi, Jakarta Phone 653897. 651979 KOREA: Liker Co., Lid., Seoul Phone 778-3211 to 5 MALAYSIA: Cycle & Carriage Sdn. Bhd., Kuala Lumpur Phone 570955 
PAPUA NEW GUINEA: Meridien Breckwoldt Pty., Ltd., Port Moresby Phone 25-6311 NEPAL: Mercantile Traders, Katmandu Phone. 13647 PAKISTAN Reliable Business Systems Ltd., Karachi 
Phone 226179, 232000 PHILIPPINES:Philcopy Corporation, Manila Phone 89-52-04. 89-92-64 SINGAPORE: Wei Tah Co., Ltd., Singapore Phone. 7461051 SRI LANKA: Ceylon Business 
Appliances Lid., Colombo Phone 26547. 23911 TAIWAN: Lico Co.. Ltd., Taipei Phone 7717360. 7718695 THAILAND: Rand Corporation, Bangkok Phone. 223-4513. 223-7652 













In your dreams you may have 
pictured yourself aggre in a cool 
mountain hideaway far from the 
rush of city life, disturbed by 
ne except the occasional bird 
call. 

But in Malaysia dreams do come 
true. 

Nature was very generous to 
Malaysia. Not only did she give us 
serene islands and pristine 
beaches, she also gave us cool, 
invigorating mountain hideaways 
where tranquillity prevails. 

The largest of Malaysia's hill 
resorts is the Cameron Highlands, 5 
hours drive north of the nation's 
capital, Kuala Lumpur. The refresh- 
ing cool atmosphere gives the 
feeling of perpetual spring. 
Roses bloom all year round. Th 
crisp evening air mingles 4 
with the evocative smell 
of roaring log fires found in 
the black and white, Tudor 
styled cottages. a feeling 
reminiscent of the rustic 
English countryside. 
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Closer still to Kuala Lumpur is 
Fraser's Hill, where the cool air is 
ideal for one or even two rounds of 


golf. You can go jungle trekking and 
discover the serene beauty of the 


tropical forest. Perhaps you may be 
lucky enough to chance upon 
the rare “Rajah Brooke" butterfly. 
Just over an hour's drive from 
Kuala Lumpur, less by the 
helicopter service, is the Genting 
Highlands resort complex. There 
you will find Malaysia's only casino 
where most people come dreaming 


of breaking the bank. However, if you 


have no desire to tempt Lady Luck, 
you can enjoy a round of golf 

on fairways high up in 

the clouds. 





Another of Malaysia's charming 


hill resorts and the oldest, is Maxwell 


Hill. Described sometimes as 


"Switzerland in summer '', it is a riot of 
temperate and tropical flowers, where 


you can relax and drink in the 
inviggrating mountain air while 


traits of Malacca. 
On the island 


EI 


looking down over the 


paradise of Penang 






and the sparkling 
blue seas, where 
you may have been 
bathing only half =~ 
an hour 

before. 4 


While behind you, in Ж 
the far distance, is the £^ io 
lush green of a tropical » 
jungle. 

So why not experience them 
all by completing the coupon 
below. We will gladly send 
you further information on 
our Hill Resorts and make 
your dreams come 
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a Jayans today: a sense of tragedy 


eek: 


ANTHROPOLOGY 


A posthumous plea for survival 


The Lost World of Irian Jaya by Robert Mitton. Oxford Univer- 
sity Press. А$50.00 (US$44). 


EVEN if it were not a visual treat and highly readable this vol- 
ume would be strongly recommended because it is possibly the 
| only large-format book available about Indonesia's controver- 
sial province of Irian Jaya. By way of contrast there is a plethora 
of coffee-table books on Papua New Guinea, the independent 
state to the east of the 141st meridian. 

In two senses the book is a sad one — first because its author- 
photographer, Robert Mitton, died six years ago, aged 30, from 
leukaemia. A group of his friends, knowing his ambition to 
share the remote area with outsiders, compiled the book from 


the wealth of pictures and notes Mitton left behind. 
The secondary cause of sadness is the sense of tragedy 
с. he felt about the province itself. The book’s title suggests 
, 


this, and though it is premature to describe West Irian's 
culture as a “lost world" — a vanishing one is more accu- 
rate — it is hard to disagree with Mitton's concern. 

The irony is that during most of his travels in Irian 
from 1971-76 the young Australian was employed by 
foreign mining companies, most notably Kennecott 
which the Papua New Guinea Government went to great 
pains to exclude from the giant Ok Tedi projects on the 
grounds that it was not sufficiently concerned about 
local interests. It may be overly harsh to suggest that all 
mining companies have a detrimental effect, but it is not 
| untrue that in Irian Jaya they have been especially insen- 
sitive. 




















The ATR-42 offers an early profit. In route 
studies made for more than 20 regional 
airlines in the U.S., the break-even point has 
ranged between 10 and 17 with an average 
of14 — a load factor of only 30%. 

: The ATR-42's low break-even point 
means that, for very little more than the cost 
of a smaller airplane (about the cost of one 
seat), you will have an airliner you can grow 
into during the months and years ahead. 

Reasons for the ATR-42's low break-even 
point include its speed of 276 kts and its low 
fuel consumption — only 1,005 pounds for 
200 nautical miles. These performance 
benefits, confirmed by extensive laboratory 
and wind-tunnel testing, are produced by 
the ATR-42's new Pratt & Whitney 120 
turboprop engines, flat-rated at 1800 SHP, 
and by an advanced airfoil and airframe 
created out of our ongoing computer 


SELL 14 SEATS. 


studies of aerodynamics, structures, and 
light, composite materials. 

Another economic benefit is the MSG3 
maintenance program. We are applying to 
the ATR-42 the same life-cycle. maintenance 
program being utilized for the Airbus A310 
and the Boeing family of new jet transports. 

The ATR-42 is the inspired brainchild of 
Aerospatiale and Aeritalia, two 
distinguished parents who possess 
unmatched experience in every aspect of 
advanced aerospace technology, design, 
and production. No wonder the ATR-42 is 
acknowledged as the world's most 
advanced regional airliner. 

Let us make an economic study for you. 
When you see the results, we think you'll find 
that the ATR-42 is exactly what we claim it is. 


The Front Runner. 




















However, Mitton’s qualifications as a geologist enabled him 
to travel widely and as a result to document cultures as diverse as 
the coastal Asmats — in the region where Michael Rockefeller 
vanished and the highland Danis. His notes, which in- 
tersperse the colour pictures, provide an unusually comprehen- 
sive record of Irian's geology, botany, geography and ethno- 
graphy. Almost every page provides a surprise, whether from 
the tribal men in their metre-long penis gourds or the paradox of 
glaciers and snow-capped mountains near the Equator. 

Mitton’s own contrasts are just as interesting. When he first 
arrived on the island in 1971 he felt that the relationship between 
the Indonesians and the local people was quite good: "There 
doesn't seem to be any of the ‘master-boy’ syndrome that would 
be blatantly obvious in Australian New Guinea," But within 
four months he was describing the Indonesian takeover as "an 
incredible travesty of justice" and describing the new authorities 
as "extraordinarily insensitive to native cultures." In 1974, he 
wrote to a friend describing an army officer who “lined up many 
of the able-bodied men and beat them about the calves with a 
club, then pushed them in their Sunday best into the mud." 

Before concluding on a picture of armed Indonesian soldier- 
cowboys around a helicopter, the book has Mitton accusing the 
government of resorting to “violent suppression in the areas 
where their popularity is very low . . . According to our pilot, 
who has flown in the region, there are literally no people left: 
their villages have been totally destroyed and they are hiding in 
the bush, have fled to Papua New Guinea, or are dead." | 

One feels that in describing the Papuans’ cause as lost, Mitton 
has somewhat underrated the resilience of traditional cultures. 
On the other hand the title may have been the choice of the 
editor or publisher, neither of whom has probably been to Irian 
Jaya to see how determined the people are to keep their culture 
alive. ROBIN OSBORNE 














(7 ribesmen in Mitton's book: a surprise on every page 
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Bis: 200,000-odd Muslims are 
looking forward to the completion of 
а central mosque which will make their 
presence in the Thai capital more visible. 
Construction of the mosque began in 
1963 and it is expected to be ready for 
congregational pann soon. The mos- 
que, in the middle of a 16,000-sq.-m. site, 
forms part of the Islamic Centre of Thai- 
land, which is expected eventually to in- 
clude an auditorium, cultural centre, li- 
brary and research institute. 

Construction of the central mosque 
has been on the Thai Muslims’ agenda of 
activities for several years. It has been the 
cause of several controversies, and its 
completion 20 years after construction 
began is a reflection of the difficulties 
faced by the Muslim minority. Factional- 
ism was as much responsible for the delay 
as lack of finance. Differences exist to 
this day between groups which think a 
functional mosque would have sufficed 
and those who believe that an impressive 
structure was necessary to enhance the 
Muslim community’s prestige. Upon 
completion, the mosque will have cost 
Baht 30 million (US$1.3 million) and 
planned extensions to the Islamic Centre 
are expected to cost another Baht 300 
million. Most of the money until now has 
come from the Thai Government and 
local Muslims, though donations from 
Muslim governments will be necessary to 
cover costs of projected extensions. 

Bangkok’s Muslims have traditionally 
maintained a lower profile, compared 
with their brethren in southern Thailand 
who have been involved in conflicts with 
the central government over religious 
and ethnic rights. Most people are un- 
aware that the city of massage parlours 
and Buddhist temples is also a city of 
mosques, having 140 of them spread 
over the metropolis. 

Muslims in Bangkok and central Thai- 
land are well integrated in Thai society 
and until recently were not involved in 
the problems of their southern counter- 
parts. In the past few years, contacts 
have been developed between Bangkok 
and southern Thai Muslim organisations, 
and the Thai Government also encour- 
ages a relationship it feels will help 
to pacify the Malay-speaking south. 

While Muslims in southern Thai- 
land became Thai subjects as a re- 
sult of Siam’s conquest of Muslim 
sultanates in the region, Islam 
spread in central Thailand through 
the kingdom’s contacts with Arabs 
and Persians. These contacts date 
back to the Sukhothai period, and 
under several Siamese kings Mus- 
lims held high office. In the 1830s, 
King Lert Laa Napalai (Rama II) 
settled the outskirts of Bangkok 
with a large number of Muslim pris- 
oners captured in an expedition 
against the northern Malay sulta- 
nates. The prisoners were allowed 
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to keep their religion but were educated 
in the Thai language and had virtually no 
contact with southern Thailand until the 
railway was built in the early part of this 
century. Grants of land made them pros- 
perous farmers and landlords, and they 
have been loyal Thai citizens since. 

In the inter-war period, a sizable 
number of Pathan Muslims from the 
Subcontinent emigrated to Thailand 
through Burma and married Thais. 
These Thai-speaking Pathans and their 
offspring are engaged mainly in trade 
and constitute an important section of 
the Muslim population of Bangkok and 
central Thailand. 


M uslims in Bangkok are concentrated 
in La Phrao, Meenburi and Pra- 
kanong districts, enabling them to play a 
role in constituency politics. Some of these 
areas have often returned Muslim MPs 
though their party affiliations vary. In- 
ternal politics, reflecting differences 
within the Islamic world, also interests 
some Muslims. There is a proliferation 
of Muslim organisations, some of which 
ally themselves to Iran, Libya or Saudi 
Arabia. 

Others, however, consider it more im- 
portant to preserve their Muslim identity 
and concentrate on welfare and educa- 
tional activities. Several Muslims send 
their children to Middle Eastern, Indian 
or Pakistani religious schools for training 
in Islamic theology, sometimes as a com- 
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plement to regular school and university 
education. According to one Muslim 
leader involved in religious education, 
there are at least 7-800 young men study- 
ing Islam overseas. 

Women get their religious education 
in опе of several madrassahs in 
Bangkok. The current Islamic revival 
has boosted the number of Islamic 
schools as well as the number of students 
using them. 

It is difficult practising Islam in an en- 
vironment so different from the Muslim 
heartland, but Bangkok Muslims do a 
good job of combining their Thai and 
Muslim identities. “We can only remain 
good Muslims if we help each other in 
observing the faith,” said one activist of 
the Young Muslim Association of Thai- 
land (YMAT). The organisation is one 
of the more radical in Bangkok and has 
an increasing membership. It maintains 
a “total approach to Islam” and refuses 
to let its members accept the separation 
between political and everyday life and 
religious life. 

The Islamic Centre, once it is com- 
pleted, will house not only the central 
mosque but also headquarters of several 
Muslim organisations, including 
YMAT. Located off Ramkhamhaeng 
Road, near the university of the same 
name, the centre is close to the Muslim 
areas of Klongthan and Prakanong. 
Trustees of the Islamic Centre Founda- 
tion are planning to buy another 18,000 
sq. ms of land adjoining the present 
property so that the centre's view from 
the main road would not be blocked by 
construction on adjacent empty plots. 
This will be used as open space, making 
the mosque's 19 pillars more prominent. 
While the 500-sq.-m. hexagonal 
floor area of the mosque can be 
used for congregations of up to 
5,000 people, the open space could 
be used for bigger gatherings as ex- 
pected on major festivals. 

The 55-m. high minaret, finished 
with glass mosaic imported from 
Italy, is already an important ar- 
chitectural feature of the Islamic 
Centre. Whether they supported the 
"extravagance" in its construction 
ог not, Bangkok's Muslims will 
almost certainly use their new 
mosque with pride. 

— HUSAIN HAQQANI 


OCTOBER 13, 1983 ө FAR EASTERN ECONOMIC REVIEW 






FAR EASTERN I 


ECONOMIC 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Regional Editor: David Jenkins; 
Jonathan Sharp (Deputy): 

Patrick Smith, Ashley Wright (Assistants) 
Business Editor: Anthony Rowley; 
Paul Sillitoe (Deputy); 

Jose Galang, Christopher Wood (Assistants) 
News Editor: Mike MacLachlan, 
Michael Charnock (Deputy! 
Editorial Manager: Michael Westlake 


Chief Correspondent: Rodney Tasker 
Specialist Writers: 

Salamat Ali (South and West Asia); 
lan Buruma (Arts and Society): 
Nayan Chanda (Diplomatic): 
Robert Delfs (China Economy); 
Gene Gregory (Technologyl; 


Mary Lee, Teresa Ma (Hongkong), 
Andrew Tanzer (China Trade)” 
Focus Editor: Donald Wise 
Art Director: Morgan Chua; 
Frank Tam (Assistant) 
Production Editor: Hiro Punwani; 
Edgar Chiu (Associate) 






BUREAUX 


: John McBeth, 
Paisal Sricharatchanya (tel. 2511139) 
: Susumu Awanohara, 
Manggi Habir (333638) 

Kuala Lumpur: К. Das (208372) 
Manila: Guy Sacerdoti (572081) 
Peking: David Bonavia (338731 ext 317) 
Seoul: Shim Jae Hoon (723-3696) 
Singapore: V. б. Kulkarni (2203720) 
Tokyo: Mike Tharp. 

Hikaru Kerns (2708229) 
Washington: Richard Nations (783-6220) 











































Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 





Published. , every Friday, in since 1946. Ай Rights 
Reserved: ©) Far Eastem Economic Limited, Hongkong. 
1983. ABC Member of the Audit Bureau of Circulations, London. 


Offices: Centre Point, 181-185 Gloucester Road, 
Postal address: GPO Box 160, ‚ Cable: 'Review 










Review Limited, U. veg eee А 
38 WiSGth SL, New York, N.Y. 10018. at 
New Yi .Y., and additional mailing offices. ER 
send to Datamovers, inc., 38 W. 36th St, New 
York, N.Y. 10018. 





FAR EASTERN кофмс REVIEW ө OCTOBER 20, 1983 





Fe 





Friends and neighbours 


Finally, after so many years of strained 
governmental relations, Thais and Lao 
have made another effort to revive their 
traditional, brotherly, good-neighbour re- 
lationship [REVIEW, Sept. 8]. As a Lao, I 
strongly welcome the move by members 
of Thailand’s parliamentary foreign af- 
fairs committee — headed by former 
prime minister Kriangsak Chomanan — 
who visited Laos in August. The visit was 
seen by the Lao as a friendly gesture and 
an expression of the Thais’ appreciation of 
the close historical, cultural and linguistic 
links between the two countries. 

I was born and raised on the Lao side of 
the Mekong. But the Lao have many rela- 
tives and friends on the Thai side. We 
hardly feel that we are from two separate 
countries. Even with the border closed, 
we still sneak across the river to attend one 
another's parties and festivities — this is 
how close we feel to one another. I am cer- 
tain this sentiment will continue with or 
without government sanctions. The dele- 
gation of Thai MPs who visited Laos appa- 
rently understand this better than some of 
their colleagues who have expressed dis- 
approval of the visit. 

The Lao perspective recognises that 
Thailand is a neighbour state with which 
we have to learn to live peacefully regard- 































in its business 
facilities." 
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less of the differences in our economic and 
political systems. We only hope that the 
Thai Government can adopt a similar at- 
titude towards Laos. To disregard this 
geopolitical reality is like denying that the 
Mekong flows from north to south, 
Thailand’s official attitude towards 
Laos and its reluctance to expand trade re- 
lations with the country stem from the 
fear that improved relations would only 
benefit the Vietnamese. Such thinking re- 
flects how little some Thai officials know 
Laos. These officials should come and see 
things for themselves and talk to the 


-people directly to reassess their position. 


After all, it is only through frequent con- 
tact and dialogue that both governments 
can forge better understanding and re- 
solve many of our mutual problems. This 
is the only way if Thais and Lao people 
want to continue to coexist peacefully. 

Honolulu SOMBATH SOMPHONE 


Whither the Review? 


During the past few months, when much 
has been said about the issue of the expiry 
of the lease on parts of Hongkong in 1997, 
I do not recall having seen any comment in 
your excellent magazine about your own 
future. The REVIEW is probably unique in 
Asia, certainly from the point of view of 
providing a forum for open criticism of 
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governments, organisations and people, 
and if Hongkong eventually does disap- 
pear it is inconceivable that the com- 
munists would allow a magazine like yours 
to continue to be published. Where else 
can you go? Or is the continued existence 
of the REVIEW already on the agenda of 
the Sino-British talks? 

Singapore PETER KENYON-MUIR 


e Fourteen years is a long time in politics 
— and in journalism. 


The central issue 


We write to express our strong objection 
to one piece of your otherwise high- 
calibre coverage of the Korean Air Lines 
disaster, Murray Sayle's Charge and coun- 
tercharge [REVIEW, Sept. 22]. Aside from 
minor factual errors, Sayle's article im- 
pressed us mainly with its dubious logic and 
selective, tendentious presentation of the 
issue. 

` Sayle begins with the theme that the 
United States is accusing the Soviets of de- 
liberately shooting down a civilian airliner 
and that the Soviets are accusing the air- 
liner of a deliberate infringement of its ter- 
ritory, but neither side is able to "prove its 
case." Much of the rest of the article is de- 
voted to a selective marshalling of argu- 
ments to show that the Soviet contention 
of deliberate violation of airspace is cor- 
rect and the American contention that the 
Soviets must have known the aircraft was 
an unarmed civilian flight is wrong. At the 
end, as an afterthought, Sayle tells us that 
to shoot down an airliner which has not 
been positively identified "is. of course. 
reprehensible, whoever does it." 

This, of course, is the central issue. Why 
did a superpower, with the most sophisti- 
cated air-defence technology at its com- 
mand, shoot down the aircraft rather than 
force it to land, thus killing many innocent 
people and destroying any physical evi- 
dence or possibility for testimony by those 
involved that would have answered the 
questions of why and for what purpose, if 
any, the aircraft was off course and in 
Soviet airspace? Sayle never even raises 
the question of why, in two-and-a-half 
hours of tracking the aircraft, the Soviets 
did not make concerted efforts to identify 
it and find an alternative to the ultimate 
sanction. 

The net effect of Sayle's treatment is to 
so confuse the issue as to suggest that 
there is no distinction between victim and 
perpetrator. This is not journalistic objec- 
tivity, but utter relativism if not cynicism 


Or worse. RICHARD BAKER. GALEN FOX, 
Honolulu CHARLES MORRISON 


The barbaric Soviet action in shooting 
down the South Korean Boeing 747 has 
been rightly condemned by all civilised 
people, but a possibility does exist that the 
pilot was on some form of intelligence mis- 
sion on behalf of the Americans, unknown 
to the South Korean Government. 

A story which was fairly widely known 
in Pakistan in the late 1960s and was later 
confirmed to me by a Pakistani diplomat 
in Peking concerned at least two instances 
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in which Pakistan International Airlines 
Boeings “accidentally” strayed at the be- 
hest of the CIA while travelling on the 
Karachi-Peking route. 

One aircraft passed over Chinese пи- 
clear-test sites in Xinjiang while the sec- 
ond approached the Sino-Soviet border, 
also in Xinjiang. The Chinese Govern- 
ment, with remarkable forbearance, 
chose not to make a public fuss, but told 
the Pakistani Embassy in Peking that such 
actions could end tragically because the 
Soviets were known to be hypersensitive 
to unidentified aircraft approaching their 
borders. As a result, several Pakistani 
captains and navigators were quietly 
sacked. 


Lahore ‘CHINA WATCHER’ 


International language 


Although a little late, I want to thank Dick 
Wilson for his fine piece, Prizewinning 
memories [REVIEW, Sept. 1]. He made 
me aware of literature I did not know 
existed and has set me looking for some of 
the books to read. 

England and English-speaking people 
around the world benefit greatly by the 
literary endeavours of writers such as 
Timothy Mo, Salman Rushdie and Kazuo 
Ishiguro, Through the English language, 
people can obtain an insight into life in 
other parts of the world with a directness 
and intimacy seldom possible from trans- 
lations. 

Beyond the immediate personal benefit 
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‘lies a still broader and longer-term good. 


By continuing the traditions of welcoming 
into its literary stream writers from all 
nationalities and ethnic backgrounds, 
whether near or far, the English language 
permits itself to evolve towards being truly 
international. Happily for all, and for the 
language, it is not being imposed on 
others, but taken up by them and jointly 
possessed. 


North Tarrytown. NY HARRY WEISS 
. 

The minority's dilemma 

Your article Patient, heal thyself 


[REviEW, Sept. 15] highlighted an injus- 
tice in Singapore to the sick and poor. But 
there are many other injustices in Singa- 
pore that require censure, particularly 
that perpetrated on the non-Chinese 
minority under the guise of meritocracy. 
The non-Chinese minority in Singapore 
is commonly referred to by the Chinese 
majority as kui, or devils, and children 
from minority races in schools are often 
called blacky, blackout, darky and dirty. 
The Chinese teachers who hear all this 
name-calling seldom put a stop to it. 
Given such prejudices, selection by merit 
can easily degenerate into Chinese 
chauvinism. Therefore, many among the 
minority communities feel that a quota 
system for each race, as practised in neigh- 
bouring Malaysia, would be more just. 
Merit, unfortunately, is a nebulous 
quality and cannot be gauged as easily as 
an intelligence test, a mathematical exam 
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or a race in which everyone can clearly see 
the winner; it is more like the ethereal 
qualities looked for in a beauty contest in 
which each race has its own predilec- 
tions. 

The Public Service Commission, which 
selects candidates for government service 
and is dominated by the Chinese, is often 
referred to as Please Select Chinese. 
Minority candidates for government ser- 
vice have often been asked if they spoke 
Mandarin. The current campaign to speak 
Mandarin, though aimed only at the 
Chinese, is perceived by the minorities as 
an attempt to force them to learn Manda- 
rin. 

The minority Indians and Malays also 
do not have political representatives who 
fight specifically for their rights. Most 
minority leaders in the ruling People's Ac- 
tion Party are seen as pro-Chinese and 
many have married Chinese. Under these 
circumstances, it is better to have a quota 
system for jobs based on race and to have 
political representation along ethnic 
party lines, as in Malaysia. 

Singapore JUSTICE FOR ALL 


After reading your article on the brutal 
murder of Philippine opposition leader 
Benigno Aquino [REVIEW, Sept. 1]. 1 
suggest that the Manila International Air- 
port be renamed Aquino International 
Airport. 


“olombo CHANDRA de SILVA 
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In the years immediately following indepen- 


dence in 1957, 


Malaysia's defence forces were 


concerned primarily with maintaining the na- 
tion's internal security in the face of threats 
mounted by the outlawed Communist Party of 
Malaya. For much of its external defence, 
Malaysia relied on the Commonwealth, and later 


the 


ive-Power Defence Arrangement, which 


linked Kuala Lumpur with Britain, Australia, 
New Zealand and Singapore. Now, however, 


Malaysia is turnin 
efence, as 


nal 


more of its attention to exter- 
arold Crouch reports. New 


concerns mean new hardware for an army that remains firmly subor- 
dinate to civilian government and strictly at arm's length from busi- 


ness activity. Pages 46-52. 
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ICDDR,B is a non-profit international institution 
situated in Dhaka, Bangladesh, for research and 
training in diarrhoeal disease and related. sub- 
jects of nutrition and fertility to develop improved 
` health programmes for control of diarrhoeal’ dis- 
ease in developing countries. 


. The ICDDR,B is searching for qualified and 
experienced personnel to fill the following posi- 
tions: 


a) Supply Officer — At вав 7 years’ experi- 
ence in an international organisation in areas of 
international procurement of medical supplies, 
equipment, etc., preparation of international ten- 
ders, international trade practices, supply logis- 
ics and inventory planning. Knowledge of com- 
; ы in supply functions desirable. 


» b) Controller — At least 7 years’ experience 
in a large international organisation in the capa- 


omputerised accounting desirable. 


© c) Computer Manager — At least 7 years’ ex- 

perience in computer management, with work- 
ng experience in systems development and pro- 
ramming. 


d) Head Librarian — Atleast 7 years’ experi- 
ence in a similar capacity and management ex- 
+ perience in publications of journals. 


e) Nutrition/Biochemist — At least 7 years’ 
experience in nutritional biochemistry in the area 
of food and micronutrient absorption and utiliza- 
tion in diarrhoeal diseases. Doctoral qualifica- 
ns and record of recent productivity manifested 
research publications in referred journals. 


.f) Anthropologist — At least 7 years’ experi- 
nce with depth of knowledge of Bangladesh cus- 
toms and practices. Interests and published work 
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should indicate ability to investigate health in the 
broad sense including fertility issues as well as 
behaviours affecting spread of diarrhoeal and 
other diseases. 


For positions (a) to (d) a university degree or 
equivalent plus the necessary work experience. 
Candidates who do not have the necessary edu- 
cational qualifications but who have exceptional 
work experience will also be considered. Posi- 
tions (e) and (f) require doctoral-level degree or 
equivalent. 


The above positions carry the following: © 


i) . Salary range of US$14,304 to US$19,858 
per annum net of tax; ; 


i) Post adjustment 
US$3154 per annum; 

iii) Оерепаапіѕ allowance, education grant. | 
For overseas nationals, non-resident іп 
Bangladesh, they are provided: " 

iv) Anassignment allowance; 
. V). Installation allowance upon appointment; . 
vi) Repatriation grant; 
vii). Home leave travel once every one-and- 
half years. 


The period of contract is РТН buti is nor- 
mally on a 2-year renewal basis. | 


А! applicants are requested to ‘submit their 
complete C.V. together with. present ‘Salary 
earned to reach our office not later than 31. 
October 1983. Please address all applications to: 


from US$2284 to 









Chief Personnel Officer, ICDDR, B, 
G.P.O. Вох 128, . 
Dhaka-2, Bangladesh. : 












Typhoon Georgia, which hit 
Vietnam on October 2, killed 
at least 15 people and flooded 
240,000 ha. of rice land in cen- 
tral Vietnam. The worst-hit 
area was a district in Thai Binh 
province where 12 people were 
killed. By October 9 the Viet- 
namese authorities said they 
had reduced water levels in one 
quarter of the affected area, 
which stretches through parts 
of six provinces. Thousands of 
private houses and stores of 
rice, already in short supply, 
were reportedly destroyed. 
Damage seems more. exten- 
sive than last October when 
Typhoon Nancy struck. But 
there is a consolation: Georgia 
dropped water on about 
191,600 ha. of parched rice 
land. Rainfall has been below 
average this year. 
— PAUL QUINN-JUDGE 


Asean parliament 
The Asean Inter-Parliamen- 
tary Organisation (AIPO) 
ended its three-day annual ses- 
sion on October 7 in Singapore 
without being able to decide on 
.the formation of an Asean par- 
liament. The concept, which is 
similar to the European Parlia- 
ment, has been debated at 
AIPO sessions for three years 
with the Philippines as its most 
enthusiastic proponent. Singa- 
pore has been lukewarm to the 
idea, dismissing it as yet 
another talking shop. Another 
important subject discussed at 
the recent session was the for- 
mation of a permanent sec- 
retariat for the AIPO. The 
Philippines, Indonesia and 
Thailand offered their capitals 
as the venue for the secretariat 
of the body, but the session 
postponed the decision on the 
«matter until next year. 

— V. G. KULKARNI 
Sarawak chief minister 
seeks new mandate 
The !egislative assembly of the 
East Malaysian state of Sara- 
wak will be dissolved on Octo- 
ber 17 and fresh elections call- 
ed. Since the election cannot 
take place less than 30 days 
after dissolution, the earliest 
date for the poll is in the third 
week of November. Although 
‘the rainy season will be at its 
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height at that time, it is under- 
stood. that Chief Minister 
Datuk Taib Mahmud wants to 
seek a new mandate as soon as 
possible, even at the risk of a 
low voter turn-out. The chief 
minister is facing problems 
controlling the state's ruling 
coalition. — K. DAS 


Ex-minister quits 
Malaysian Parliament 


Malaysia's ex-transport minister 
and president of the Malaysian 
Chinese Association, Datuk 
Lee San Choon, resigned as 
МР for Seremban, in Negri 
Sembilan state, on October 10. 
He stepped down from his 


Lee: a sensation. 








ministerial and party posts in 
March. A by-election for the 
parliamentary seat will take 
place on November 19. 

Lee caused a sensation last 
year when he defeated the 
chairman of the opposition 
Democratic Action Party, 
Chen Man Hin, in what was re- 
garded as an opposition strong- 
hold. The chances of the gov- 
ernment retaining the seat are 
rated as very slim. K. DAS 


Indonesia starts new 
drive on corruption 


Indonesian President Suharto 
has issued a new instruction to 
top officials, saying that in- 
creased control is needed to 
fight corruption and other ad- 
ministrative abuses. The gov- 
ernment 
combat mismanagement be- 
fore it introduces sweeping tax 
reforms. 

But the feeling is widespread 
that corruption is still rampant. 
Some local press reports have 
been highlighting the reap- 
pearance of illegal levies 
charged on highways — a prac- 
tice which was said to have 
been eliminated early this year. 

— SUSUMU AWANOHARA 


urgently needs to | 








A 50% share in Jardine Mathe- 
son’s wholly owned construc- 


tion subsidiary Gammon 
(Hongkong) is to be sold to the 
British conglomerate Trafalgar 
House under a conditional 
agreement announced on Oc- 
tober 11. Jardine said Gam- 
mon will become the construc- 
tion and civil-engineering vehi- 
cle throughout Southeast Asia 
for both itself and Cementa- 
tion, Trafalgar's own interna- 
tional construction division. 
The consideration will de- 
pend on the results of an audit 
of Gammon as at September 
30. The company has an annual 
turnover of more than HK$2 
billion (US$241 million). The 
proposed sale is the latest in a 
series of asset disposals by Jar- 
dine, which has been looking to 
raise cash. 
— CHRISTOPHER WOOD 


Indonesia picks British 

coal-mining equipment 

A £19 million (US$28.7 mil- 
lion) contract has been signed 
by PN Tambang Batubara — 
Indonesia's state coal company 
— and Dowty Meco of Britain 
covering the supply of mining 
machinery and equipment to 
be used in Tambang Batub- 
ara’s Ombilin coalfields in 
West Sumatra. In addition to 
supplying its own machinery, 
Dowty Meco will be responsi- 
ble for the selection of a range 
of other British equipment. 
Financing is being arranged by 
Samuel Montagu of London 
for the Indonesian Finance 
Ministry on behalf of Tambang 
Batubara. MANGGI HABIR 


US accepts petition 
against Chinese exports 
The United States Commerce 
Department has accepted a 
countervailing-duty — petition 
filed by a textiles-industry/ 
labour coalition, charging that 
China illegally subsidises its 
textiles and clothing exports 
through the use of dual ex- 
change rates. The acceptance 
means an investigation must be 
opened into the complaint — 
the first of its kind against a 
non-market economy. The 
complaint charges that the dif- 
ference between an exchange 
rate of Rmb 2.8:US$1 given to 


Chinese companies engaged in 





foreign trade and the official 
rate of Rmb 1.99 gives China's 
textile exports a 40.4% sub- 
sidy. 

Many trade analysts argue 
that the countervailing-duty 
rule cannot be applied to non- 
market economies. The Com- 
merce Department has sche- 
duled a special hearing for 
November 3 to determine whe- 
ther it can, and if dual ex- 
change rates constitute a sub- 
sidy. The department will issue 
a preliminary ruling on De- 
cember 6. — ROBERT MANNING 


Korea Development Bank 
gets US$500 million loan 
The Korea Development Bank 
is to receive a US$500 million 
eight-year loan from an 11- 
bank syndicate. The loan is in 
two tranches, the first of which, 
a  Eurodollar facility for 
US$300 million, bears interest 
at 0.75 of a point over either 
the three- or six-month Lon- 
don inter-bank offered rate 
(Libor) for the first six years 
and 0.875 of a point above 
Libor for the remaining two. 
The second, US$200 million 
(United States domestic) 
tranche will bear interest at 0.2 
of a point above either the US 
prime rate or the 90-day ad- 
justed US certificate of deposit 
(CD) rate, whichever is higher, 
subject to a maximum of 135 
basis points above the CD rate. 
— A CORRESPONDENT 


setup trading Boor ШИШ 
set up floor 

The Malaysian Real Estate 
Agents Association has estab- 
lished the first property-trad- 
ing floor market in Southeast 
Asia. The market is designed 
to speed up transactions 
among association members. 


| On the first day, October 3, 


M$19 million (US$8.1 million) 
of listed property came up for 
sale. The association plans to 
publish a weekly bulletin de- 
tailing deals. — JAMES CLAD 


The first Japanese clinical trials 
of gamma interferon, thought 
to be the most effective among 
the various interferon types of 
drug, will begin in December. 
Shionogi Co. plans to conduct 
the trials at 12 hospitals and 
will be testing for treatment 
against cancers of the stomach, 
skin, brain, breast and blood. 
— HIKARU KERNS 
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DIPLOMATIC POINTS 
The cancellation of South Korean 
President Chun Doo Hwan’s South 
Asian tour, including a visit to New 
Delhi, deprived him of a chance to 
score some points over North Korea 
in India, where the latter’s standing 
has hit a new low. Following the 
arrest of a North Korean diplomat 
trying to smuggle diamonds into 
India, new evidence has come to 
light implicating high-level North 
Korean involvement in drug 
trafficking in India. Pyongyang, 
however, has ignored New Delhi's 
uiet request to withdraw the North 
orean ambassador. 


UNDERGROUND IN CHINA 


A 20-member group of the Naga 
underground movement owing 
allegiance to exiled leader A. Z. 
Phizo has reached Yunnan province 
in southern China, eluding Indian 
and Burmese security forces. In 
1978, China gave an assurance that 
aid to insurgent groups in northeast 
India was a “matter of the past.” The 
arrival of the group in Yunnan may 
therefore signal a change in Peking’s 
attitude towards such rebellions. In 


the past China gave help to the anti- 
Phizo faction, the National Socialist 
Council of Nagaland, which is pro- 


BANGLADESH 

The government announced a general am- 
nesty, a cash reward and free rations and land 
for guerillas from the Chittagong hill tracts 
who surrender, it was reported (Oct. 10). 


BURMA 

At least 19 people, including four South 
Korean cabinet ministers, were killed by a 
bomb at Aung San Martyr's Mausoleum 
(Oct. 9). Five suspected urban guerillas from 
Europe and the Middle East reportedly ar- 
rived in Rangoon a week before the bomb 
blast, airline officials in Bangkok disclosed 
(Oct. 10). Police killed one Korean terrorist, 
captured another and are seeking a third in 
connection with the bombing, the govern- 
ment announced (Oct. 11). 


CAMBODIA 

Troops loyal to Prince Norodom Sihanouk 
launched a tactical offensive against Vietnam- 
ese forces in western Cambodia, partisans 
and Western observers said (Oct. 5). An offi- 
cial envoy of Albania arrived in Phnom Penh 
to confirm Tirana’s recognition of the Heng 
Samrin regime, the official SPK newsagency 
reported (Oct. 6). 


CHINA 
A Chinese spokesman rejected as ground- 


ИКОС REVEN o DCTOBER 20, 1983 











Peking. It remains to be seen if this 
group will also be invited to send a 
delegation to China. 


MILES TO THE TOP 

The new head of the Hongkong- 
based conglomerate Swire Pacific is 
to be Michael Miles, currently 
managing director of Cathay Pacific 
Airways. He will replace incumbent 
Duncan Bluck, who retires next 
March. Bluck will retain an 
overseeing role, returning to John 


Swire & Sons' London head office 


group affairs in Hongkong. In a 
departure from previous practice, 
Miles will not also be chairman of 
Swire Properties. That position goes 
to David Gledhill, currently director 
in charge of shipping. The new 
appointments are subject to board 
approval. 


less the Dalai Lama’s charge that political dis- 
sidents had been executed in Tibet (Oct. 5). 
Gabonese President Omar Bongo arrived on 
an official visit (Oct. 6). Chinese and Soviet 
negotiators met to discuss mutual troop with- 
drawals along the Sino-Soviet border, foreign 
diplomatic sources in Peking said (Oct. 10). 
Foreign Minister Wu Xuegian arrived in 
Washington for official talks with United 
States President Ronald Reagan (Oct. 11). 


HONGKONG 

British Prime Minister Margaret Thatcher 
met Hongkong Governor Sir Edward Youde 
and Unofficial Members of the Executive and 
Legislative Councils (Umelco) in London 
(Oct. 7). The latest discussions on Hong- 
kongs future between Umelco and top 
British Government officials produced com- 
plete agreement on the issues involved, 
Youde said (Oct. 9). Carrian chairman 
George Tan was released on undisclosed bail 


(Oct. 10). 


INDIA 

Eight people were killed by terrorists be- 
lieved to be Sikhs who attacked a train and a 
bus in Punjab, it was reported (Oct. 6). Prime 
Minister Indira Gandhi offered to open im- 
mediate negotiations with Sikh leaders (Oct. 
10). 











CHANNELS TO THE GULF 


India has assured Gulf countries 
through diplomatic channels that it 
does not intend to intervene 
militarily or otherwise in Pakistan. 
Most Gulf states had taken seriously 
the fears expressed by Pakistan that 
India might in some way take 
advantage of the current unrest in 
Sindh province and elsewhere. 
Pakistan itself remains unconvinced 
by India's public statements that it 
is determined not to interfere in the 
domestic affairs of Pakistan or of its 
other neighbours. 


FUND FINDS FUNDS 

The first fund through which 
foreigners can invest in the Taiwan 
Stock Exchange has raised US$41 
million in an initial offering. The 
manager of the offshore fund, 
International Investment Trust Co., 
a joint venture between six Taiwan 


| banks and nine overseas securities 
where he will have responsibility for | 


houses, had a target of сте at least 
US$30 million of “beneficia 
certificates.” Given the current 


| turbulence in Hongkong’s financial 


markets, the degree of interest in the 
fund appears to be a vote of 
confidence by international 
institutional investors in Taiwan's 
stability. 


MALAYSIA 

Former transport minister Datuk Lee San 
Choon resigned as MP for Seremban (Oct. 
10). Senior executives of Bumiputra Malaysia 
Finance received large fees from Hongkong 
property developers while making substantial 
bank loans to them, Prime Minister Datuk 
Seri Mahathir Mohamad said (Oct. 11). 


PAKISTAN 

About 4,000 people, including 2,000 
lawyers, marched through Lahore protesting 
against military rule (Oct. 6). Police arrested 
86 lawyers, a spokesman for the Pakistani 
Bar Association said (Oct. 8). 


PHILIPPINES 

Thousands of office workers in the Makati 
business district protested against what they 
called the government-controlled press (Oct. 
5). American and Philippine officials signed 
an agreement ending a four-day strike by 
Philippine workers at United States military 
bases ( Oct. 6). Thousands of office workers in 
Makati demonstrated, calling for a change 
of government (Oct. 7). Marcos granted 
amnesty to a Roman Catholic priest and two 
others arrested last year for alleged subver- 
sive activities (Oct. 8). The commission inves- 
tigating the assassination of Benigno Aquino 
resigned (Oct. 10). 
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vical ‘rain had stopped and the 
er Rangoon had cleared on the 
f October 9 as a group of South 
gnitaries standing in the garden 
‘San Mausoleum made small 
e “good weather and fine cli- 
"af the start of a five-nation.tour.by 
h Korean President Chun Doo Hwan 
a high-powered team of officials. 






































roken as Lee Kye Chol, the South Ko- 
^rean ambassador in Rangoon, arrived in 
his flag-flying limousine, escorted by a 
Burmese police motorcade. Stepping in- 
side the mausoleum, Lee shook hands 
‘with the waiting dignitaries. As he turned 
around to join the reception line for Chun 
nd the president's wife, a Burmese sol- 
ier, standing ramrod straight with a bugle 
at his lips, sounded two discordant notes 
‘his instrument. 
Then, a deafening explosion rocked the 
uilding, tossing bodies high into the air. 
ere were two blasts and flashes, said 
g Chin Hyok, a South Korean news 
rrespondent who was near the scene. 
ie explosion blew the mausoleum's 
of off; shaking buildings and rattling 
dows a mile away. The blast was heard 
y the president and his wife who were ap- 
proaching the site in a motorcade, They 
quickly turned back. 

* When the smoke had cleared it was ap- 
parent that the blast had dealt a massive 
blow to the South Korean Government. 
Although Chun escaped, 15 South Korean 
officials, including four leading cabinet 


, to the. Rangoo: 


At 10:25 a.m. the quiet was briefly 1 

































members, were dead. Among the dead 
ere Deputy Prime Minister Suh Suk 
Joon, who was also head of the economic 
. planning board, and Kim Jae Ik, chief 
presidential secretary for economic af- 
fairs. Also killed was Foreign Minister 
ee Bum Suk, Commerce and Industry 
inister Kim Dong Whie and Energy and 
esources Minister Suh Sang Chul. At 
least three Burmese were also killed, and 
bout 48 people were wounded when the 
bomb exploded. 
‘hun, who immediately cancelled his 
ip and returned to Seoul, has accused 
ómmünist North Korea of mastermind- 
ig the bombing. And while no evidence 
as brought forward to back up the 
rge, Burmese security forces clashed 
odays after the bombing with three Ko- 
ans. The Burmese forces killed one man 
ey described asa "Korean terrorist" and 
ptured a second man, The third man es- 
ped. A statement issued on October 11 
y Burmese authorities did not say what 
part of the Korean peninsula. the three 
men came from. Ë авама 
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him Jae Hoon and John McBeth | pe 


‘The captured z Korean was seriously 
"wounded Буа grenade he tried to throw at 


pursuing policemen near a creek leading ^ 


iver, the statement said. 






The dead terrorist | 
urity forces. a few hours later, 10. miles 
northwest of the Burmese capital. The 
Korean. who escaped was involved in the 
second episodes — — 

Diplomatic sources in Rangoon gener- 
ally agreed inthe aftermath of the tragedy 
that the North Koreans topped the list of 
suspects. But they were puzzled by the 
way in which the attackers were able to 
plant the device in a country in which it is 
almost impossible for foreigners to look 
inconspicuous. 

Some suspicion: also fell on the rebel 
Karen National Union, which in the past 
has carried out small but largely inept 
raids inside Rangoon, and dissident Bur- 
mese loyal to Brig.-Gen. Tin Oo, the dis- 
graced former heir-apparent to strongman 
Ne Win. Tin Oo is expected to be sen- 
tenced to life imprisonment when his trial 





t had clashed with sec- 








оп: corruption charges ends later this 


| month. The Peking-backed Burma Com- 


munist Party, which has no recent history 
of urban terrorism, has been discounted. 
As one diplomat explained: “It is doubtful 
they would commit such a radical act with- 


rout Chinese concurrence, and in acting 


alone they would have too much to lose." 


orth Korea's involvement is not doubt- 

ed by Seoul officials. Suspicion has 
been aroused by the docking in Rangoon 
last month of a 2,300-ton North Korean 
freighter with 39 people aboard. Later, on 
September 29, the freighter was asked to 
leave Colombo by Sri Lankan authorities 
for "security reasons." Chun was sche- 
duled to visit Sri Lanka on his regional 
tour. Officials learned that North Koreans 
from the ship had quietly visited Kandy, 
which Chun was expected to visit on the 
Sri Lankan leg of the trip. Reports from 
Colombo said the North Korean vessel 
was equipped with high-frequency com- 
munications gear, which would enable 


Counting the cost 
In one stroke, a fifth of President Chun Doo Hwan's 
cabinet and some of his closest advisers are lost ` 


Seoul: The October 9 massacre in Ran- 
goon has left large gaps in the government 
of President Chun Doo Hwan. Besides 
wiping out a fifth of his cabinet, the explo- 
sion at the Aung San Martyr's Mausoleum 
killed some óf the country's most brilliant 
technocrats, men who had steered South 
Korea through its rapid economic deve- 
lopment over tlie past two decades. 
Among the 16 South Koreans killed by the 
bomb were five holding full ministerial 
rank and three others in vice-ministerial 
positions. They included nearly all Chun’s 
closest advisers on economic affairs. 
Among the more prominent victims: 

» Suh Suk Joon, 45, deputy premier and 
economic planning minister. The tall, be- 
spectacled Suh, with nearly 20 years of 
government service, mostly with. the 
Economic Planning Ministry, was ap- 
pointed deputy premier in July to con- 
tinue the government's policy of high 
growth coupled with industrial restructur- 
ing. It was Suh who first encouraged over- 
lapping investment by many conglomer- 
ates in heavy industry, including such in- 





vestment.in the shipbuilding, car and | 





machinery industries. Since his July ap- 
pointment, Suh had adhered closely to 
Chun's goals of battling inflation, lower- 
ing interest rates and emphasising social 
development and welfare. 

Just before his death, Suh was responsi- 
ble for rewriting the five-year economic 
development plan ending in 1986. A 
graduate of Seoul National University, he 
was considered a whiz kid in the economic 
bureaucracy, rising to become the coun- 
trys youngest commerce and industry 
minister and subsequently deputy pre- 
mier. 

» Lee Bum Suk, 38, foreign minister. The 
tall, urbane career diplomat was the main 
architect of South Korea's newly unveiled 
Northern Policy under which Chun is 
seeking to strike a rapprochement with 
major socialist-bloc countries, including 
China and the Soviet Union. An expert on 
the non-aligned movement, Lee. was 
formerly ambassador to India and 
counted many Third World leaders among 
his friends, including Indian Prime Minis- 
ter Indira Gandhi. Due to his painstaking _ 
behind-the-scenes efforts, Seoul's troubled 
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А shocked Chun returns to Seoul; ministers Shim, Suh Sang Chul, Kim, [ер and 


Suh Suk Joon: a fearful blow. 





it to communicate directly with Pyong- 
yang. Sri Lankan officials were asked to 
investigate the ship, but it had already de- 
parted, 

Burmese authorities have rejected re- 
ports linking the bombing to local dissi- 
dents. The plot appeared too sophisti- 
cated to have originated locally, they said. 
The mausoleum might have been chosen 
as the site of the attack because the cere- 
mony there did not include Burmese Pre- 
sident U San Yu, sources in Rangoon told 
South Korean officials. The Burmese au- 


thorities also doubted that local dissidents 
could secure such powerful explosives. 
Intelligence officials in Seoul are puz- 


| zled by the unusual swiftness with which 


the official North Korean press reported 
the incident, contrasting sharply with their 
long silence over the downing by Soviet 


| fighters of a Korean Air Lines (KAL) jet- 
| liner on September 1. The North Korean 


media wasted no time in listing all the 

South Koreans killed in the blast. 
Officials in Seoul believe the explosion 

was touched off by a remote-control de- 


vice, with the terrorists waiting outside the 
mausoleum for a signal from within. They 
think the man who inadvertently provided 
the signal was the Burmese bugler, who 
apparently mistook ambassador Lee for 
Chun. The bugler could have been misled 
because of Lee's flag-flying limousine and 
its police motorcycle escorts. Another 
| theory is that a time bomb had been 
| planted which exploded two minutes 
early. 

The blast was so powerful that many 
victims were unrecognisable. Badly muti- 


———-+-——— 


relations with Japan and the United States 
have improved dramatically in recent 
years. A good conversationalist with an 
immense sense of humour, he was а parti- 
cular favourite among foreign pressmen 
covering South Korea. His loss has thrown 
the future of the Northern Policy into 


question, especially following the down- | 


ing of a Korean Air Lines 747 jetliner by a 
Soviet fighter on September 1. With Lee's 
death Seoul also has lost one of its most 
experienced negotiators with North 
Korea. 

» Kim Dong Whie, 51, minister of com- 
merce and industry. A career diplomat 
and former ambassador to Iran, this short, 
intense and energetic man was fondly re- 


ferred to as the “German soldier" for his | 


tireless attention to detail and the long of- 
fice hours he kept. Responsible for South 
Korea's export programmes, which have 


met with increasing protectionism around | 


the world, Kim's emphasis was on promo- 
tion of research and development so that 
the country's industries could better com- 
pete overseas. 

An experienced administrator and dip- 
lomat, he previously served as vice-minis- 
ter of culture and information, becoming 
popular with the domestic press. He was 
considered one of the brightest rising stars 
in government, 

» Suh Sang Chul, 48, minister of energy 
and resources. A  Harvard-educated 
former professor of economics, Suh 





exemplified the new type of technocrat 
with his cosmopolitan views. Noted for his 
sharp tongue, he once created a furore by 


opposing a Finance Ministry plan to raise | 
taxes on petrol imports, instead promot- | 


ing the exploration of oil overseas and di- 
versification of energy-supply sources. 


Recently, he was instrumental in obtain- | 


ing agreement on a long-term supply con- 


tract for liquefied natural gas from In- | 


donesia. Because of his former association 
with the World Bank as a research officer, 
Suh had extensive connections with inter- 
national financial institutions. Committed 
to the principle of reducing the govern- 
ment's interference in management of the 
overall economy, Suh was one of the most 
valuable allies of Kim Jae Ik, the late 
senior presidential economic affairs ad- 
viser. 

» Hahm Pyong Choon, 51, secretary-gen- 
eral of the office of the president. A Har- 
vard-educated professor of international 
relations, the tall, balding don was some- 
times jokingly referred to as "South 


Korea's Kissinger." As Korean ambas- | 


sador to Washington, he successfully 
handled the congressional "Koreagate" 
hearings into bribery allegations against 
South Korean rice dealer Tongsun Park. 
An intellectual, Hahm often surprised his 


| colleagues by standing up to Chun over 


policies Hahm considered wrong. A 
grandson of former South Korean vice- 
president Hahm Tae Yong, he made fre- 


quent overseas trips on sensitive diploma- 
tic missions on behalf of the president. 
Hahm's death has deprived South Korea 
of one of its most articulate voices in the 
international community. Hahm һай 
functioned as the Chun government's win- 
dow to the outside world. 
» Kim Jae Ik, 44, senior economic adviser 
to Chun. One of the best known South 
Korean economic technocrats, Kim was 
the mainstay of the government's policy of 
economic liberalisation, which included 
banking denationalisation and the reform 
of the financial market. Starting as direc- 
tor-general of the Economic Planning 
Ministry, he rose to become Chun's senior 
adviser after tutoring the president on 
economic policy. A Stanford University 
graduate, Kim was widely known among 
the international financial community for 
his unswerving commitment to free enter- 
prise. His fluent English and quiet. тап» 
ners won Kim the confidence of the 
foreign banking community in Seoul. "So 
long as Kim Jae Ik is around, you can have 
| confidence in South Korea's long-term 
| [economic] course," one banker said. 
| Kim's death raises questions about the 
government's long-term policy direction, 
including interest rates, which Kim kept 
down to lessen the burden of debt-ridden 
conglomerates. The proposed opening of 
South Korea's capital market may also be 
affected by the loss of this internationalist. 
— SHIM JAE HOON 
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wn to bits. Burmese i inves- 
rs. confirmed that the bomb tore 
through the ceiling from above, hitting the 
“heads and upper portions of their 
bodies, but leaving their legs intact. Re- 
porters standing outside the mausoleum 
had to cover their faces with their hands to 
hield them from the intense heat follow- 
ing the blast. Smoke and flames belched 
out of the building. 
A group of 48 Korean business lead- 
ers, including Hyundai group chairman 
Chung Ju Yung, escaped unhurt because 





































































“Otherwise, the entire South Korean bus- 
iness community could have suffered à 
disastrous consequence," 
тап said. 

^ The massacre at the Rangoon mauso- 
leum has left most South Koreans baffled. 
*How could such an incredible thing hap- 





- Now that former prime minister 
uei Tanaka has been found guilty of 
ery and related charges in the Lock- 
eed Aircraft Corp. bribery trial, public 
tention will shift to whether Tanaka will 
sign voluntarily from his seat in the 
wer house of the Japanese Diet, or par- 
ament. His decision will determine both 
e short- and long-term courses of Japan- 
е politics. 

As widely expected, three Tokyo Dis- 
ict Court judges handed down on Oc- 
бег 12 a guilty verdict against Tanaka, 
о was indicted in 1976 on charges of ac- 
ting Y 500 million (US$2.2 million) in 
legal payments from Lockheed to pro- 
te the sale of its aircraft in Japan. 
hroughout all 190 trial sessions, Tanaka 
eadfastly maintained his innocence, and 
s lawyers claimed there was not enough 
vidence to support any of the charges. 
Nevertheless, prosecutors succeeded in 
convincing the judges that | Tanaka, 
through his secretary, took the money to 
help Lockheed sell its jetliners to All-Nip- 
on Airways. Prosecutors said the ces 
Cked in four cardboard boxes, was 
í anded from aformer official of Marubeni 
Lockheed’s Japanese sales agent in 
973-74, to Tanaka’s executive secretary, 
oshio Enomoto, Enomoto and three 
mer Marubeni executives also were 
und guilty in the October 12 court ses- 
on. 

‘Prosecutors had demanded five years’ 
mprisonment for Tanaka, the maximum 
sentence for bribery in Japan. The judges 
entenced him to four years’ imp : 


iey were not invited to the ceremony. 


one business- 
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ormer prime minister Kakuei Tanaka is convicted 
he Lockheed bribery case, but the verdict is appealed 








frustration. 


As the government p fepared a state 
funeral for the victims, : duled for Oc- | 
tober 13, the armed forces along the de- 
militarised zone between North and South 
Korea were placed on the highest state of 

alert. In Seoul and other cities, police sec 
urity had been intensified in the wake of 
another bomb explosion last month in | 
front of the United States Cul tural Centre | 
in Taegu. 

Almost certainly, the state funeral will 
be followed by massive outpourings of. 
anger against fhe North Korean: regime. ` 
Demonstrations and rallies were expected 
to sweep the country, as tension along the 
border with the North increased. 

The Rangoon bombing has deprived 
President Chun of his closest and most in- 
fluential economic and political aides. The 
deaths of Deputy Premier Suh, Foreign 



















ment, with.no provision for probation, 
and fined him ¥ 500 million. Enomoto was 
convicted. of violating foreign- -exchange 
laws and sentenced to one year's impri- 
sonment. The three former Marubeni offi- 
cials were also found guilty of bribery, 
perjury and foreign-exchange law viola- 
tions, They were sentenced to Ane 
terms ranging {той two to two-and-a-half 
years. Immediately after the verdict, 
Tanaka's lawyers said they would appeal, 





| 

| 

| 

| 

| 

as did attorneys for Enomoto and two of | 

the former Marubeni executives. The | 

legal process could run several more | 

years, until the Supreme Court finally | 

rules on the case. | 

Meanwhile, speculation centres on | 

Tanaka's next political step. The 65-year- | 
old former construction company owner 
has insisted in both public and private that 
he has no intention of surrendering the 

seat he has held in the lower house since | 

1947. And though a strong case can be | 

made for why it would be better for him to | 

resign voluntarily, it appears likely that | 

Tanaka will fight to remain in the Diet. | 

| 

| 

| 

| 

| 

| 


n late September Jun Shiozaki, direc- 
tor-general of the Economic Planning 
Agency, said in an interview that it was 
very unlikely that Tanaka would give up 
his seat voluntarily, Shiozaki is a member | 
of the ruling Liberal Democratic Party 
(LDP), but belongs to à rival LDP faction 
to the one led by Tanaka. Tanaka resigned 
from the LDP in 1976 but retained his 
s an "independent." 
Mficially. an. LDP 3 





th hock and | 


| this case. 


| comes to the floor, 


ain to have serious and long-term 
quences for the government. . | 
The violent termination of Chun’s re- 
gional tour is also a serious diplomatic set- 
back for the president. Burma held a cen- . 
tral place ‘in Seoul's bid to raise its 4 | 
lomatic visibility. among non-aligned’ 
movement members because of Ran- 
goon’s close relations with North Korea. 











“North Korean President Kim Il Sung vise, 


ited Rangoon in 1965, and Chun wanted | 
to reverse the trend in this diplomatic con- 
test. between Seoul and Pyongyang. Ne 
Win visited the North in 1977, but has 
never been to Seoul. South Korean dip- 
lomats around the world are expected to 
denounce Pyongyang in an effort to iso- 
late Kim diplomatically and penalise him 
for his alleged involvement in the bomb- 


ing. 


member, he still controls the largest LDP | 
faction. Tanaka resigned as prime minis- 
ter in 1974 after a storm of controversy 
arose over his personal financial dealings. 
Tanaka would not be making his deci- 
sion in а vacuum. АП opposition parties 
have demanded his resignation if he was 
found guilty, and they have introduced a 
bill to that effect into à Diet committee. 
They аге now vowing to move the bill into 
the full lower-house session for a vote. Or- 
dinarily such a bill would-have no chance 
of passage, since the LDP maintains a 
clear majority in the lower house over the 
combined strength of the opposition par- 
ties, But things may not be that simple in 
Two LDP factions, led by 
former prime minister Takeo Fukuda and 
Toshio Komoto, a cabinet minister under - 


| former prime minister Zenko Suzuki, 
| have disliked Tanaka for years and would 
| like to reduce his power and that of his fac- 


tion. 

If those factions decide to boycott the 
Diet session where the opposition bill 
its outcome is less 


| clear, A pivotal role could be played by , 


another faction led by, Suzuki, whose 
members could tip the scales in favour of 
the anti- Tanaka forces. Tanaka would be 
supported by his own sizable faction and 
that of Prime Minister Yasuhiro 
Nakasone. There has not been any clear 
indication of how the Suzuki clan is lean- 
ing on the issue of Tanaka's resignation. 
Tanaka’s decision will be influenced by 


| several factors. One is his health; he has 
| suffered from hypertension and fatigue 


and was treated briefly earlier this month 
for both. Japanese press reports have 


i claimed Tanaka has also been drinking 


more. heavily than usual for some time, 
though it is not clear what gauge the re- 


| porters might have used to determine this. 


Tanaka's aides maintain that his health is 
good. 

Tanaka also could be moved by appeals 
to his patriotism. Leaders of the United 
States, Ching апа West Germa 


















portant international events, including а 
meeting of the  Inter-Parliamentary 
Union, of which the North is a full 
member. Pyongyang boycotted the ses- 
sion, after trying in vain to stop it. More- 
over, the Pyongyang regime has resorted 
to various disruptive activities to stop 
Seoul from being chosen as the venue for 
the 1986 Asian Games and the 1988 Olym- 
pics. The North abhors the prospect of the 
South gaining international prestige. 


omestically a series of recent events 

could result in Chun tightening his grip 
on the country, but they may also lead to a 
serious erosion of confidence in his politi- 
cal leadership. Not a few oppositionists 
were critical of his trip to the South Asian 
nations, which they viewed as less impor- 
tant than handling the international ten- 
sion generated by the KAL incident. 
Chun nevertheless pushed ahead, taking 


scheduled to visit Japan in November and 
by easing out gracefully before then, 
Tanaka could avoid the political circus 
that would ensue if he fights to stay in the 
Diet. Moreover, if Nakasone dissolves the 
lower house and calls a general election 
late this year or early next year, Tanaka 
could then run for re-election in Niigata, 
his home district. Most Japanese politi- 
cians are planning for such an election. 
Tanaka would be an almost certain winner 
there, which would quell further efforts to 
unseat him. 


ne strong motivation for Tanaka will 

be what one foreign political analyst 
calls “his sheer bloody-mindedness.” He 
could stay in his seat as a show of power, to 
let rivals know he cannot be thrown out 
against his will. Some who know Tanaka 
and his aides say that Tanaka has felt like a 
scapegoat during his long trial, believing 
that most of his predecessors behaved as 
he did but did not wind up in the dock for 
doing so. 

Political observers also suggest that 
Tanaka will act in the best interests of his 
115-member LDP faction. That body re- 
sembles a family in the tightly knit loyalty 
of its members, and the thread which has 
bound them together is Tanaka’s personal 
touch. Said a legislative aide to an MP: 
“Even the youngest secretary to the 
youngest politician in the faction admires 
and respects Tanaka and doesn't complain 
about him. And it is based not only on 
money but on Tanaka’s heart-to-heart 
treatment of people.” 

One near-certainty emerges from the 
speculation surrounding Tanaka: the 
likelihood that his formidable power will 
now, after his conviction, begin to wane. 
There has already been a gradual erosion 
of his popular vote totals in Niigata elec- 
tions since 1976, and some LDP members 
say his senior lieutenants — notably Fi- 
nance Minister Noboru Takeshita — have 
been more active recently in factional 
fund-raising. 
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South's success in hosting a number of im- 
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What is more, Chun's trip began at a 
time when a number of financial scandals 
had rocked the country. In one case in- 
volving a business conglomerate called 
Myongsong, Chun’s father-in-law was 
rumoured to be implicated. And public 
confidence in the nation’s banking system 
was seriously eroded by the fact that 
Choheung Bank, one of the country’s five 
largest commercial banks, fell victim to a 
fraud committed by employees. The death 
of Kim Jae Ik, could affect the progress of 
continuing efforts to reform the contro- 
versial financial market system which bred 
these scandals. 

Politically, Chun has capitalised on the 
tragedy in Burma to consolidate the coun- 
try behind his leadership, focusing 
people’s minds on the alleged role of 
North Korea. Political, social and busi- 
ness organisations are buying newspaper 


Tanaka: the last farewell? 








Moreover, faction members may be- 
come restive at the prospect of sponsoring 
yet another surrogate prime minister in- 
stead of one of their own. Tanaka has 
served as broker in the selection of the last 
three prime ministers, wielding his fac- 
tional strength and personal influence to 
generate enough support for the candi- 


date from other factions he wanted to sup- | 
port. Some Tanaka faction members har- | 


bour ambitions to become prime minister 
some day — a goal that remains unlikely 
while Tanaka is pulling the strings. 

In 1975 and again in 1980 there were 
coup attempts within the Tanaka faction, 
led by Takeshita and Shin Kanemaru, a 
nine-term MP and former minister of con- 
struction. As a result, Tanaka became 
very cold to both men. He said Takeshita, 
now aged 59, was too young even to per- 


form zookingake, or polishing floors, and | 
called on him to become a soldier in 


Tanaka's army again. Both upstarts 
heeded Tanaka's criticism and both have 
been ultra-loyalists since. 












oe f 


rently at 


" Db Ie people to unite in 


to attack Chun over the country's recur- 
ring financial scandals, have now agreed 
to postpone the parliamentary debate. 
Frozen, too, is an opposition demand for 
constitutional revisions. This was aimed at 
restoring democratic institutions. which 
Chun suspended in 1980 when he took 
power in the wake of former president 
Park Chung Hee's assassination in 1979, 
For the time being. all attention is fixed 
on who will fill the posts left vacant by the 
ministers who died in Rangoon. “This is 
going to be a watershed opportunity to 
make a fresh start with a new government 
image," said an opposition politician, 
Chun's appointment of a new cabinet 
should indicate which way he intends to 
take the country. In the past, however, he 
has been unwilling to moderate and com- 
promise with the opposition. [г] 


It is still not clear whether Tanaka could 
put down another rebellion should. one 
occur now that he has been convicted. His 
clout will remain substantial, however. 
because the guilty verdict surprised no one 
in the faction. "Anyone with any sense of 
political ethics wouldn't be in his faction 
anyway," observed one political analyst, 
"so a simple conviction for bribery 
wouldn't discourage his members." 

Undoubtedly, however,  Tanaka's 
power will decline. Any Japanese politi- 
cian — Nakasone included — seems 
tainted in the eyes of many Japanese by as- 
sociation with Tanaka. Tanaka has been 
so exposed and criticised by the press that 
he can never regain full respectability, А 
legal confirmation of what many people 
have suspected for years of most prime 
ministers would hasten Tanaka's political 
demise. 

The impact of all this on Nakasone is 
not clear. He continues to need Tanaka 
and the support of the Tanaka faction, but 
Tanaka also needs him. Nakasone cannot 
ignore Tanaka but he cannot appear to be 
at his beck and call. If the prime minister 
dissolves the lower house and schedules а 
general election soon, the LDP would 
probably lose a few seats, but not enough 
to threaten its dominance or Nakasone's 
tenure, 

One lower-house MP views Nakasone 
as a transitional prime minister, a bridge 
between the old leadership of the party 
and the “new generation.” Most fre- 
quently mentioned in this group are Kiichi 
Miyazawa of the Suzuki faction, Foreign 
Minister Shintaro Abe, from the Fukuda 
faction and Takeshita. Nakasone’s 
stewardship, however, could well last 
longer than the involuntary two-year 
terms served by the last five prime minis- 
ters, and he seems intent on translating his 
personal philosophy as a Japanese Gaul- 
list into public policy. He has repackaged 
his military realism into a contemporary 
nationalism which seems to sit well with а 
growing number of Japanese. Uu 
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Opposition ion parties, which had called for 
a swift opening of the National Assembly 
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Ву К. Das 
Kota Kinabalu: Malaysia's nine heredit- 
ary sultans and four appointed state gov- 
:ernórs began gathering here on October 9 
for the 128th Conference of Rulers. But 
the currently reigning king was unable to 
; attend, suggesting that the still-raging con- 
_troversy over the rulers’ legislative role 
would not be resolved. The king was rep- 
resented by his son, the Regent of Pahang. 
The controversy arose when the Na- 
(d ional Front government led by the United 
Malays National Organisation (Umno) 
passed laws in August making the sultans’ 
roles in law-making superfluous. The rul- 
геге were thus gathering in Kota Kinabalu 
“under a cloud and in an atmosphére of 
«confrontation with the government of 
rime Minister Datuk Seri Mahathir 
Mohamad. 
Indeed, more than two months after the 
controversial bill was passed, the Yang di- 
Pertuan Agung, or king, had not given the 
cessary royal assent to make the bill 
; The prime minister's position that 
( al assent was а теге formality and that 
¢ bill did not represent a derogation of 
powers made no impact on the royal 
es. And efforts to keep the issue 
ler wraps by gagging the press did not 
vent the opposition and even critics 
rom within Umno quoting constitutional 
assages that require the consent of the 
nference of Rulers for any proposed 
w “directly affecting the privileges, posi- 
on, honours or dignities of rulers.” 
‘The prime minister reacted characteris- 
tically to the king’s failure to attend the 
‘conference. "The bill will be gazetted as 
ооп as the royal assent is obtained,” he 
aid in parliament in Kuala Lumpur. In an 
pparent reference to the king's heart ail- 
nent, Mahathir added that the king was 
disposed and it would take some time to 
tain hisassent. Inessence, Mahathir de- 
ied that the country faced a constitu- 
nal crisis. 
A week before the conference, how- 
Ver, a senior cabinet minister said in an 
interview that the government faced 
dangerous problems which could be 
xacerbated by the hereditary rulers not 
éeing clearly what their constitutional 
oles were. In the past, he said, the oppo- 
tion to the government came from the 
communists, who were not only non- 
alay but also non-Muslim. But now the 
lenge came from a section of the 
Aalay community that did not realise that 
the unity of the community broke down, 
backbone of the ruling National Front, 
Umno, would be broken and chaos would 
result. The rulers who did not see this 
Clearly were playing into the hands of 
radicals, who not only espoused the cause 








of republicanism but were trying to im- | Tolentino was to submit a draft of the pro- 


uling out change - 


Hereditary sultans convene in Sab 
controversy over their constitutional role - 


amid 





itate the revolutionary example of Iran. 

The minister also said that one sultan 
had been privately threatening that if and 
when he became king (under Malaysia's 
five-year rotating kingship among the sul- 
tans) he would seize power unilaterally, 
declaring a state of emergeney under the 
1981 constitutional amendments.. While 
such an act would hardly be possible 


within the existing system of administra- | 


tive checks and balances, which provides 
for civilian control of police and armed 
forces, attempts at seizing power would 
produce prolonged disruption of law and 
order, the minister said. "The vagueness 
of the language of the constitution has al- 
ways been worrying," he said. “It was 
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sovereign itt рі 
If the argument made sense t eral 
government members and the 14 state 


governments, itdid not go down well with 
the rulers. In fact; the gathering of rulers 
here took on arf air of unreality, with for- 


mal programmes looking more and more 


confused. The conference opened.on Oc- 
tober 12 in the new M$89 million (US$38 
million) Tanjung Aru Beach Hotel. By 
then the Regent of Pahang's presence in 
lieu of his father was expected. But as late 
as October 10, the Sabah chief minister 
and his cabinet were at the airport at 4 
p.m. “waiting for his majesty to arrive.” 
There were also hundreds of school- 
children lining the streets to welcome him. 

The local pro-government newspaper, 
The Sabah Times, headlined on the next 
day *Agung's visit may be off." АП this 
suggests clearly that until the last moment 
on October 11, the visit. was on, despite 
the king's "serious. heart ailment.” In- 
deed, the question arose as to how serious 


“the ailment was, and whether or not it was 


not simply a diplomatic illness. 


Changing the rules - 


The commission investigating the Aquino assassination 
resigns, leaving Marcos with a wider credibility gap 


By Guy Sacerdoti 


| Manila: After seven weeks of suspicion 


and questioned credibility, the fact-find- 
ing commission on the assassination of ex- 


senator Benigno Aquino resigned en bloc ` 


on October 10, claiming that because few 
accepted its ability to be impartial, any 
conclusions it reached would only raise 
more doubts. 

Assemblyman Arturo Tolentino, who 
was appointed by President Ferdinand 
Marcos as the commission chairman fol- 
lowing the resignation of the previous 
chairman, Supreme Court. Chief Justice 
Enrique Fernando, said continuing would 
be “a waste of time and money.” He de- 
clined to accept Marcos’ appointment on 
October 8, and instead suggested the com- 
mission should be dissolved to allow crea- 
tion of a new and independent body. 

Tolentino said that the new body could 
report both to the president and the 
Batasang Pambansa, the National Assem- 
bly, and forward any evidence against in- 
dividuals for prosecution to the courts. 

The revamped commission should be 
chaired by a leader of the integrated bar of 
the Philippines, according to Tolentino’s 
proposal, with membership composed of 
non-government and non-political mem- 
bers; по one receiving government.com- 
pensation or working for political parties 
should sit. Tolentino said Marcos was re- 
ceptive to the idea, but after the joint re- 
signation, the presidential palacesaid only 
that the resignation letter was received 
and that Marcos was reserving action. 








posed presidential. decree to Marcos on 
October 12. It was not clear how Marcos 
would react. 

The commission has been plagued fróm 
the start. When it was announced three 
days after the Aquino murder, former 
chief justice Roberto Concepcion, ac- 
cepted as the most independent of the 
original four former Supreme Court jus- 
tices appointed to it, refused to serve, cit- 
ing health reasons. Manila Archbishop 
Cardinal Jaime Sin also turned down an 
offer when asked to join, while constant 
pressure and three Supreme Court cases 
filed questioning Fernando's ability to sit 
on the commission forced him to resign. 
Tolentino's rejection was just the icing on 
the cake. 

This puts Marcos in a difficult position. 
He has publicly said no government in- 
volvement in the assassination was possi- 
ble. However, investigations by some 
journalists have turned up solid evidence 
of military association with the alleged as- 
sassin, Rolando Galman. 

Further, potential witnesses have al- 
ready disappeared and the orchestrated 
evidence presented during the only two 
hearings of the commission left the im- 
pression publicly — rightly or wrongly — 
that a cover-up was taking place. A truly 
independent commission could prove em- 
barrassing to Marcos if any military con- 
nections were found. | 

But it would be just as embarrassing іб. 
the currently tainted commission wer 
maintained, 









THE GENIUS ОЕ CELLINI 
Benvenuto Cellini. Innovator, 
jeweller, sculptor, author. 


AN EXTRAORDINARY GENIUS 
of the Renaissance whose 
unique talents in casting gold 
and silver, setting precious 
7 stones, and engraving, amazed 
and enthralled not only the Dukes and Cardinals, 4% 
Popes and Kings who commissioned his work, 
but also his fellow craftsmen. a G 


men also pay homage to this K 

genius of long ago. си 
We celebrate his talents 7 

and skills in our own works Ў 

of gold and precious stones. & 
The Cellini Collection ^ ^ 

of watches. A tribute to =- 

the genius of Benvenuto С, 

Cellini. is 

By Rolex of Geneva. / - 
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The Bankers Trust Company philosophy; 


Excellence is achieved only through 
consistency and innovation. 


And teamwork. 


Excellence, in any endeavor, is based 
on superior performance, day in and 
day out. And continued success is 
achieved only when like-minded pro- 
fessionals combine their experience 
and ingenuity in such a manner as to 
set them apart. 

It is an accomplishment which 
requires Common purpose sparked with 
rare determination. A drive that pro- 
vides the ability to perform consistently 
under pressure. Teamwork. These are 
parts of a real-life philosophy. A philos- 
ophy which yields handsome rewards. 





Common purpose and teamwork: 
how they work for you. 


A major construction and engineer- 
ing firm recently worked with Bankers 
Trust to evaluate the advantages of 
refinancing part of its revolving bank 
credit in a special way. What they 
needed was a creative finance package 
that gave them the flexibility to access 
a range of money markets at the most 
advantageous interest rates possible. 

Working closely with our Corporate 
Financial Services professionals and our 
World Corporate bankers, Bankers 
Trust's Resources Management special- 
ists structured and placed an issue of 
privately placed promissory notes. 


Subsequently, the company appointed 
Bankers Trust as co-agent in its tradi- 
tional commercial paper program. The 
two financings, which totalled hun- 
dreds of millions of dollars, met the 
needs of a customer with unusually 
high standards. 

Highly skilled people from Bankers 
Trust's worldwide service network were 
brought together to work as one, care- 
fully guided by one of our experienced 
relationship managers. Someone who 
never forgets the awesome potential of 
people working diligently toward a 
common purpose. People inspired by 
the pursuit of excellence. 


Thisis just one example of the kind 
of performance into which our philosophy 
translates. Performance which makes 
Bankers Trust stand out in our indus- 
try. And the kind of performance which 
helps make our clients first in theirs. 
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Bankers Trust 
Company 
Worldwide 


An international banking network in 
35 countries. 


280 Park Avenue, New York, N. Y. 10017 


Member FDIC © Bankers Trust Company. 





In an extraordinary city, 
Mandarin International offers 
a great hotel. 





For reservations at The Jakarta Mandarin please call: 
the nearest office of HRI. The Leading Hotels of the World, 
your travel agent, the hotel direct at 321307, telex 45755, 

or any other Mandarin International hotel 
Hong Kong: The Mandarin. The Excelsior. The Royal Garden 
Bangkok: The Oriental. The Royal Orchid. Manila: The Mandarin 
Jakarta: The Mandarin. Macau: The Excelsior (1984) 


Vancouver: The Mandarin (1984) Singapore: The Oriental (1985) 
Kuala Lumpur: The Oriental (1986) 
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The 
Giant Panda 


needs your help 
[О survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda, 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

'The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 


Switzerland. 
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WWF acknotoledges the donation of this space by 
Far Eastern Economic Review: 
Advertisement prepared as a public service by Ogilvy & Mather 





The new twin jet 
helicopter BK 117. 


о Outstanding performance 

O Spacious interior (8-11 seats) 

O 4.5 cubic meters of cargo room 

O Easy loading through unique clamshell 
rear doors 

O Compact size 

O True multi-purpose design 

O Hingeless rotor, unexcelled manceuvrability 
O Composite rotor blades 

O Proven BO 105 technology 

O FAR 29-design, IFR capability 

O Excellent maintainability 

о Worldwide service network 








Partner _ 
in international 
programs 


For further information please 
contact 


Messerschmitt-Bólkow-Blohm GmbH 
Helicopter and Transport Division 
Postfach 801140 

D-8000 München 80, Germany 


D-712/83E 





Indiaand CE: 
9,000 megawatts and growing. 


Combustion Engineering is ac- 
tively helping to develop national 
power generation capabilities in 
over 80 countries worldwide. 
For example, we've been 
working with India’s Bharat 
Heavy Electricals Limited 
(BHEL) for over ten years. 
During this decade, India has 
shifted from being an importer 
of power equipment to a posi- 
tion of self-reliance. To date, 
BHEL in association with C-E 
has designed, built and installed 
more than 9,000 megawatts of 


power generation capacity (over 
60 steam generators), with an 
additional 11,000 megawatts 
scheduled to go into operation 
in the near future. 

Through technology trans- 
fer programs, C-E licenses local 
industries to fabricate steam 
generators. We've trained thou- 
sands of engineers from around 
the world in areas such as man- 
agement, design and manufac- 


turing. When needed, we provide 


operator training programs. 
And we can also assist in 


arranging favorable financing. 
C-E is ready to work with 
your country to open up new 
ways of achieving energy inde- 
pendence. For more informa- 
tion, write C-E Power Systems, 
Dept. 7021-1904, Combustion 
Engineering, Inc., Windsor, 


CT, U.S.A. 06095-0500. 
E COMBUSTION 
ENGINEERING 


Energy Technology. Worldwide. 





Youde with Hongkong delegation in London; 


Wu: lightning without thunder. 








HONGKONG 


Cinderella syndrome 


Governor Youde’s speech does little to allay fears 
that the territory is slipping from riches to rags 


By Teresa Ma 






Governor Sir Ed- 
ward Youde’s ad- 
dress at the opening 
of the 1983-84 ses- 
sion of Hongkong’s 
Legislative Council 
(Legco), his second 
since taking up office in 1982, drew a vari- 
ety of reactions. Those who sought a ver- 
bal assurance of Britain’s commitment to 
negotiate a solution to Hongkong’s future 
acceptable to the people of Hongkong 
were comforted, while those awaiting the 
announcement of a scheme to bolster the 
sagging dollar felt let down. The 80- 
minute address in fact shed no new light 
on either topic, prompting the pro-Peking 
daily Ta Kung Pao to describe it as like 
“lightning without thunder.” 

On Hongkong's future, Youde said the 
Hongkong Government's thinking and ac- 
tions would be dictated by the understand- 
ing that Hongkong people attached great 
significance to “the essentials of the free 
Society which have made Hongkong what 
it is today and desire . . . these essentials to 
be maintained." 

The governor's advocacy of the status 
quo is in line with the British Govern- 
ment's stance in negotiations with China 
concerning the future of Hongkong. Brit- 
ain wants a foothold in Hongkong after 
1997, when its lease on most of the terri- 
tory expires. The British negotiators' line 
is that an administrative role for Britain is 


necessary to ensure the continuation of | 


the current system which has allowed 
Hongkong to become such an economic 
success 
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Without some form of British participa- 
tion in the post-1997 civil machinery of 
Hongkong, the argument goes, Hong- 
kong cannot continue to prosper and be 
the source for some 30-40% of China’s 
foreign-exchange earnings. 

However, local observers say the 
British argument is far from sound in view 
of the fate of some of Hongkong’s largest 
and most long-standing economic institu- 
tions. The past two weeks have seen the 
arrest of two company directors sub- 


sequently charged under the Theft Ordi- | 
nance; the collapse of their empire which | 
is believed to have ties with some 200 com- | 


panies; the winding up of one of Hong- 
kong's largest garment manufacturers; the 


takeover by the government of an ailing | 
local bank and the resignation of the chair- | 


man of Hongkong's largest trading com- 


| pany. 





i: other cases, remedial measures, such 
as the injection of fresh capital, halted 
the decline of some companies, but these 
rescue efforts cannot conceal the com- 
panies’ financial distress. This picture is 
certainly not a good advertisement for the 
British view that Hongkong’s administra- 
tive elements should not be altered. The 


| fear of many Hongkong Chinese that their 
Cinderella land will return to rags from | 


riches when the clock strikes 1997 is 


heightened by the economic ills that are | 


surfacing. 

China has time and again declared its in- 
tention to recover both the sovereignty 
and administration of Hongkong after 


1997. Political anxiety has helped to bring | 











forward some of the feared effects of that 
deadline. 

In his Legco address, Youde alluded to 
the Hongkong dollar only in his forecast 
that inflation would rise above the current 
level of 9% in 1984, and he said this was a 

direct effect of the depreciation of the dol- 
lar. 

The dollar has recovered from its all- 
time low on September 24 of HK$9.55 to 
the US dollar to fluctuate between HK$8 
and HK$8.80. The gain by the Hongkong 
unit may be attributed partly to un- 
realised rumours of bank interest-rate in- 
creases and to expectations that the Hong- 
kong Government will adopt measures to 
stabilise the exchange rate. 

The expectations stemmed from a gov- 
ernment statement on September 25 
which said the administration was consid- 
ering the introduction of a fixed relation- 
ship between the note issue and the cur- 
rency's exchange value. This statement 
sufficed to arrest the Hongkong unit's 
free-fall, but it seems the government is 
reluctant to implement specific measures 
to assist the dollar. 

Hongkong authorities have stuck by the 
government's initial claim that the dollar 
and stockmarket crises were bred by a loss 
of confidence in a promising future for 
Hongkong. “The Hongkong situation de- 
mands a proper political settlement," said 
a source close to the Hongkong Govern- 
ment. 

Peking rejects the idea that political an- 
xiety about the future is to blame, and is 
adamant that the future holds no surprises 
for the territory's 5.5 million people as 
China's intentions to recover sovereignty 
and administration of Hongkong are well 
publicised. A statement by Peking's 
Foreign Minister Wu Xueqian during а 
visit to Ottawa revealed Peking's hard 
line. 

"No matter how the negotiations go on, 
we will announce in September 1984 our 
decision to resume sovereignty in 1997," 
Wu told reporters. "Britain is in essence 
reluctant to concede sovereignty to China 
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sisted on should not be discussed in the 
present negotiations.” Wu also confirmed 
reports that no progress has been made at 
the Peking talks on the future of Hong- 
kong. 

The September 1984 deadline for reach- 
ing a solution to Hongkong’s long-term fu- 
ture was first disclosed by former British 
prime minister Edward Heath who visited 
Peking in August. Although some might 
argue that the Chinese have breached the 
agreement to maintain the confidentiality 
of the Sino-British talks by revealing the 
Chinese interpretation of the British 
Negotiation position, the British and 
Hongkong governments have yet to re- 
spond to Wu's statement. 

China is stepping up its reunification ef- 
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. . . The things that the British have in- | 


rst meeting of a new о 
u People’s Politica 
sultative Conference, most of whose offi- 
cers have connections in Taiwan, Hong- 
kong and Macau, Ta Kung Pao reported 
earlier this month. The head of the new of- 
fice, Qu Wu, was quoted as saying that the 
office “will publicise policies on the coun- 
try’s reunification through all possible 
media. Apart from studying the political, 
economic and social conditions in Taiwan, 
Hongkong and Macau, the office will 
strengthen contacts with those people who 
are now abroad or in Hongkong and 
Macau working for the country’s reunifi- 
cation.” In other words, Peking is main- 
taining a hard line on the eve of the next 
round of Sino-British talks, to be held in 
Peking on October 19 and 20. 


More problems in Punjab 


New Delhi assumes direct rule in the Sikh-majority state, 
but a political solution to religious demands remains elusive 


By Mohan Ram 


New Delhi: Punjab, the sensitive north- 
western state bordering Pakistan, has 
been brought under New Delhi's direct 
tule to contain the growing terrorism 
there in support of two-year-long pro- 
tests by Sikh extremists. Prime Minister 
Indira Gandhi's government has declared 
Punjab (and the adjoining federal terri- 
tory of Chandigarh, which is the joint cap- 
ital of Punjab and Haryana) “disturbed.” 
New Delhi paramilitary forces thereby as- 
sume powers to shoot terrorists on sight, 
to detain people without formalities, to 
search premises and to destroy structures 
harbouring terrorists. This stops just short 
of an emergency or martial law. 

In addition, Punjab's governor, A. P. 
Sharma, has switched places with the no- 
nonsense governor of West Bengal, B. D. 
Pande. These measures, though belated, 
are a direct response to the killing of six 
Hindu bus passengers by Sikh extremists 
on October 5. They have been broadly 
welcomed. But they underline the failure 
of Mrs Gandhi's government to find a po- 
litical solution to the problem of Sikh de- 
mands. 

For the moment, her government has to 
be content with combating the terrorists, 
who have the passive sympathy of the 
state's Sikh majority. The Sikh campaign 
began in 1981 over an amorphous charter 
of more than 40 demands. The Akali Dal 
party, which is leading the agitation, has 
been in favour of a solution within the In- 
dian framework. But an extremist fringe 
outside the party has been demanding an 
independent, sovereign Sikh state (to be 
called Khalistan, or the pure land) as the 
solution to Sikh grievances in Hindu- 
majority India. 

At the root of the problem is the Sikhs’ 
identity crisis. Muslim areas of British- 
ruled Punjab became part of Pakistan, 
which came into being in 1947. In 1966, 
the Hindu-majority areas of Indian Pun- 








jab were constituted into Haryana state. 
In twice-truncated Punjab, with a popula- 
tion of more than 16 million, Sikhs are 
only a marginal majority. But Sikhs in 
substantial numbers live in the adjoining 
states and regions. 

The more serious Sikh demands fall into 
three categories, The religious demands 
include the status of a holy city for Am- 
ritsar, where the Sikhs’ Golden Temple 
stands. The Sikhs want broadcast of their 
religious hymns from a transmitter located 
in the Golden Temple, even though pri- 
vate broadcasting is not permitted in 
India. They also want to carry kirpans 
(ceremonial swords) as part of their cos- 
tume while travelling by air. 

Economic demands include a larger 
share for Punjab in interstate river 


waters. The major political demands are 
the inclusion in Punjab of Punjabi-speak- 
ing areas in the adjoining regions — Chan- 
digarh city is part of the claimed area — 


We s a 
Mrs Gandhi: failure underlined. 
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Even as the protests were building, the 
extremists advanced the demand for 
Khalistan. Dal Khalsa, a terrorist organi- 
sation pledged to this cause, mounted a 
campaign which included target killings, 
hijacking of aircraft and desecration of 
Hindu shrines. There was no condemna- 
tion of these acts from the Akali Dal, 
whose campaign took the form of courting 
arrests, road blockades and other by-and- 
large peaceful forms of civil disobedience. 

То gain time, New Delhi had been play- 
ing off the moderate Akalis against the 
hardliners. Mrs Gandhi's Congress Party 
has been ruling Punjab since 1980, and the 
Akali Dal has been demanding dismissal 
of the state government. In March, Mrs 
Gandhi unilaterally conceded three of the 
religious demands in a modified form. In 
May, she appointed a commission to look 
into federal-state relations in the broader 
context of demands from other states for a 
larger share of autonomy. 

She also offered to refer the demand for 
a larger share of river waters and the issue 
of Punjabi-speaking areas in other states 
to tribunals because these concerned 
other states, too. But the issue of Sikh de- 
mands has been deadlocked because the 
Akali Dal has rejected the suggestion for 
tribunals. 

Amid the procrastination and the war of 
nerves, the moderate Akalis, on whom 
Mrs Gandhi had relied, lost out to the 
hard-liners. The latter are against any 
compromise on demands, which, if con- 
ceded, would have repercussions in other 
states and invite a Hindu backlash in Pun- 
jab. 

In the process, the extremists have be- 
come increasingly active, operating from 
Sikh shrines which, by convention, police 
and the military cannot enter. During the 
past six months there has been a spurt in 
terrorist activity. Senior police officers 
were gunned down and parcel-bomb at- 
tacks and explosions became frequent. 
Bank robberies and sabotage of railways 
were common. 

By strange coincidence, the terror cam- 
paign took an anti-Hindu turn on the 
evening New Delhi decided to act. All the 
six Hindus in the bus attack were sepa- 
rated from other passengers and shot. The 
same day, two Hindu police officers were 
shot dead on a train. 

Direct rule, assumption of special 
powers and the large-scale deployment of 
paramilitary forces in Punjab are not likely 
to bring a political solution of the problem 
nearer. The bulk of the Sikh demands re- 
main, and Sikh alienation from a set-up 
dominated by the Hindu middle-class 
ethos continues. Terrorism and measures 
to contain it would escalate violence in 
Punjab and will have its repercussions out- 
side the state. 

The Sikhs form a substantial section of 
the army ranks, out of all proportions to 
their numbers in the population. And ac- 
cess to Jammu and Kashmir state from 
other states lies through Punjab, where re- 
ligion and politics mingle with a ven- 
geance. [Г] 
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Chemical оп 


International Banking: 
Emerging markets. Expanding 
technologies. Development on a 
global scale. Today, the rhythms of 
commerce are worldwide. And 
Chemical sets a rapid new tempo 
We're proud of the traditions 
that have put Chemical at the 
forefront of international business 
And prouder still of the innovations 
that have kept us there. Our unique 
ChemLink®/BankLink® network is 
the largest balance reporting and 
cash management system in the 
world. And we've just added a new 
ChemLink/Cedel module for Euro- 
bond information and transactions 





We dont stop at being first-or 
best. Our international specialists 
are constantly advancing the 
quality of our worldwide services. 
Look into the matchless perfor- 


| mance of our Energy and Minerals 


Group, Foreign Exchange Advisory 
Service, Chemco International 
Leasing, or any of our international 
capabilities. Our new ideas mean 
new opportunities for you 

What Chemical has done 
yesterday, what we're doing today 
and what we're working toward 
for tomorrow are all part of the 
tradition of giving you the very best 
banking service. It's a tradition that 
improves with innovation 


CreMICALBANC 


Tradition 
shouldnt be 
the enemy of 
innovation. 











Member rok CHEMICAL TAKES YOU BEYOND TRADITION. 









ince late 1978 and the Vietnamese in- 
'vasion, the issue of Cambodia has 
rved as a symbol and constant reminder 









» mutually hostile and antagonistic 
ups of states. Indeed, the present situa» 





Harities to that in Europe in 1950, 
he polarisation of that continent 
‘become an established fact. The Viet- 
iese invasion had much the same 
1g effect on the regional climate in 
east Asia as the communist coup in. 
zéchoslovakia, some 30 years earlier, 
id on the climate in Europe. 

However, prior to the Vietnamese inva: 
sion, there were reasons for being moder- 
ately optimistic about the relationship be- 
сеп Asean and the Indochinese states, 
pecially Vietnam. Sufficient signs of 
ogress in the relationship between the 
groups had appeared to suggest that 
nderstanding of sorts was not impossi- 
Since 1978, however, the political and 
military stalemate and what in effect is a 
cold war over Cambodia have done much 
'Obscure the modest progress made after 
975 towards a modus vivendi between 





















mfinn jegensen Du a specialist. n 
ational relations, is currently 
lecturer in political science at the Ч 
па! University of Singapore. He has 
reviously taught at many institutions 
higher learning in Australia and 
Js a doctorate from the Australian 
National University, Cafijerra.: 










Asean and Vietnam in particular, Not 
only that, the issue of Cambodia has also 
erved to hide certain trends in'the wider 
ternational system which will have a 
strong bearing on the future state of affairs 
Southeast Asia. It is my belief that the 
effects of these trends will be so compel- 
ing as to cause Asean and Vietnam to 
enew their attempts at reaching an under- 
standing, It is therefore worthwhile to re- 
; calbwhy between 1975 and late 1978 some 
optimism about relations between these 
tates was not out of place. 
. Vietnam issued in mid-1976. a 
-point:set of principles which indi- 
d that it regarded Southeast Asia as a 
region separate from others, that it 
hought the countries in the region had in- 
terests in common which they do not 
necessarily. share with countries. else- 
where, and that it viewed regional coope- 
ation, with itself as a participant, as a use- 
ful tool of economic development and a 
means of achieving a modicum of peace. 
Furthermore, the expression of a readi- 
ness to establish mutually beneficial rela 
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he polarisation of Southeast Asia into |. Vie 


in Southeast Asia shows striking | 
clear sign of wanti ко broaden its'inter- 
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ble for Minn led Hanoi into а relation- 






| big-power patro does not necessarily ob- 















tions began to be вава at the practical 
and ‘cooperation agreements 
early 1978 between 
m and alaysia and the Philippines. 
ivel There: were also. contacts 






beyond the communist 












ved not only govern- 
ments but also private business in Japan, 
Western. E: e па even the United 














"suggested а il to 
dependence. on any. one 









conscious of th атар of not puting 
all its eggs in one basket; in other words, 
Vietnam seemed to want to cultivate rela- 
tions which could rve as counterweights 
) th the Soviet Union in 




















are largely responsi- 


ger dependence on its 









viate its desire 


n the years after 1975 a 
ge in the rhetoric Viet- 

in commentifí; 
affairs. From issuing uniformly harsh de 
nunciations of Asean and all it stood for, 
Vietnamese leaders gradually began to in- 
clude views which indicated that the or- 
ganisation perhaps was not wholly a crea- | 
tion of “US imperialism,” that Asean | 
perhaps could be seen as an expression of | 
à genuine desire оп the part of its mem- 
bers to advance economic cooperation. 
These signs of a. change in the Vietnamese 
attitude indicated a readiness to view rela- 
tions in more pragmatic and less ideologi- 
cal terms when, circumstances so de- 
manded. 

Lastly; even the most vexatious issue of 
all as far as the Asean governments were : 
concerned — that of Vietnam's attitude to 
Southeast Asian communist insurgencies 
— appeared less intransigent than before. 
Vietnamese leaders, headed by Premier 
Pham Van Dong during his tour of Asean 
in September-October 1978, were pre- 
pared to pledge — at least verbally — non- 
interference in the internal affairs of other 
Southeast Asian countries — something 
which Chinese leaders have steadfastly re- 
fused to do despite their expressions of 
sympathy and support for Asean in recent 
years. 























he invasion of Cambodia put a stop to 
further progress in the relations be- 
tween Asean and Vietnam. It stoked the 
suspicions of those who saw these con- 
ciliatory tendencies merely as short-term 
he part of Vietnam. There 











itheast Asian unity? 





are, however, reasons to believe that the 
invasion has placed these tendencies in 
temporary abeyance rather than perma- 
nent extinction. The circumstances which 
surrounded the invasion were such that 
they made this act an inadequate and unre- 
liable test of the nature of Vietnam's wider 
intentions and foreign policy outlook. 

Furthermore, the much worsened poli- 
tical climate in the region has not left Viet- 
nam with much opportunity to continue 
these conciliatory tendencies should it 
wish to do so. This is in part due to Asean 
which, for understandable reasons, has 
found it difficult since 1978 to believe in 
the sincerity of these tendencies. 

Lastly, the underlying conditions — in- 
cluding the damaged state of Vietnam's 
economy, which initially ‘contributed 
strongly to these tendencies in Hanoi's 
policies — are certain to persist for a long 
time to come. This fact is also likely to 
contribute to the reappearance of these 
tendencies as parts of Vietnam's approach 
to the world outside. 

But more important are certain interna- 
tional trends, the effect of which will 





‘As the two superpowers sought 
to spread i their infi luence through 
economic and military aid and 
transfers, one effect has been to 
augment the economic and 
military clout of the recipients. 
As a consequence they are in а 
better position than before to 
resist superpower attempts to 

influence their policies.* 


p] 


change substantially the relationship be- 
tween Asean and Indochina, and the re- 
lationship between these sfates and the 
great powers. As a result of these trends, 
the countries of Southeast Asia are likely 
increasingly to find common ground as far 
as their relations with the great powers are 
concerned and will bé compelled to search 
among themselves for policies which re- 
flect this common ground. 

One particular trend is the decline in the 
ability of the superpowers to influence 
events in the world. This is especially 
noticeable in the case of the US, simply 
because it was for à considerable time the 
only truly global power. The signs of the 
decline can be found in many places. In 
the economic arena, the US gross national 
product as a percentage of world GNP has 
slid down from the dizzy heights of 1950, 
when it stood at about 40%, to the less 
spectacular level of about 20% in 1980. 

The weakened economic position of the : 
US is reflected in the military and political 
arenas. In the 1950s the US could inter- 
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vene militarily at will in almost any part of 
the Third World without encountering 
serious resistance from the Soviet Union 
or local powers. It was the moving force 
behind an elaborate system of anti-Soviet, 
anti-China, and generally anti-communist 
alliances which stretched from Europe to 
East Asia 

Today the US is much less outstanding 
on almost every dimension of world af- 
fairs. The necessity to include it in all im- 
portant international political calculations 
is felt less strongly nowadays than it was in 
the 1950s. Had the seizure of the US Em- 
bassy in Teheran taken place in the 1950s, 
Washington's reaction would have been 
pitched at quite a different level of force- 
fulness and speed than in 1979. One can 
also see the diminished influence the US 
can bring to bear at present on the affairs 
of Central America, which forms part of 
what traditionally has been regarded as its 
sphere of influence. 


р“ its increased military power 
and the achievement of nuclear parity 
with the US, the Soviet Union is in much 
the same position as its arch rival in having 
to face a decline in its ability to influence 
affairs. In the economic arena the Soviet 
Union has also seen its share of world 
GNP decline — which must be all the 
more painful since it began with a share 
much smaller than that of the US. 

The causes of the eroding superpower 
influence, whether it be of the Pax 
Americana or Pax Sovietica variety, are 
many. Suffice it to mention one of particu- 
lar importance: the increase in the relative 
economic and military resources of a large 
number of countries, particularly in the 
Third World. It is an irony of this trend 
that it emerged with considerable help 
from the US and, on a smaller scale, the 
Soviet Union. As the two superpowers 
sought to spread their influence through 
economic and military aid and transfers, 
one effect has been to augment the 
economic and military clout of the reci- 
pients. As a consequence, they are in a 
better position than before to resist super- 
power attempts to influence their policies 

The implications of these trends are 
clear. The US and the Soviet Union are 
faced with two broad choices. These are 
either to spread their relatively diminish- 
ing capabilities thinly in the hope of exert- 
ing at least some influence on as many 
events in as many parts of the world as 
possible, or to deploy their diminishing 
capabilities in certain areas of the world 
where they can be concentrated to maxi- 
mum advantage. Of the two, the latter 
option appears the more likely to be 
adopted 

Indeed, whether by design or not, this 
seems to be the direction in which super- 
power policies are moving at present. In 
recent times both the US and the Soviet 
Union have had to pay renewed attention 
to those parts of the world which they re- 
gard as more important to their national 
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on Credit Suisse experience in 
this and other fields. Why not 
you? 


CREDIT SUISSE 
CS 
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Credit Suisse. Incredibly Swiss. 
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interest than others. This means falling 
back and concentrating on their more or 
less traditional spheres of influence. But 
spheres of influence are not easily main- 
tained. 

Whether it be the US in relation to Po- 
land and Afghanistan, or the Soviet Union 
in relation to Central America and the At- 
lantic alliance, each superpower has 
sought by various means to exploit dif- 
ficulties and tensions within the sphere of 
influence of the other. In the future this 
practice is likely to become an even more 
prominent feature. 

The overriding implication for South- 
east Asia is that the competition among 
the great powers — the US, the Soviet 
Union, and China — for influence in the 
region will abate gradually as the US and 
the Soviet Union are compelled to devote 
more of their attention to parts of the 
world which are more intimately bound up 
with their security and well-being. As the 
reality of US-Soviet competition gradual- 
ly recedes, it will be replaced by the ap- 
proaching spectre of the entire region as a 
sphere of influence of China. 


nrelation to Southeast Asia, China is the 
local power in the same way as the US 
is in relation to the Western hemisphere 


and the Soviet Union is in relation to East- 


ern Europe. Being local means that you 
stay behind when the others leave. It is the 
problem of how to cope with the realities 
of this situation which more than any 
other will bring about a modus vivendi be- 
tween Asean and Indochina, and which 
will cause the reappearance in Vietnam's 
foreign policy of tendencies similar to 
those which emerged between 1975 and 
late 1978. In other words, the looming 
prospect of a preponderant China will 
make the ideological cleavage between 
them seem to both groups of states in 
Southeast Asia a less formidable barrier. 

Southeast Asia as a whole has not in the 
past, and does not at present, belong un- 
equivocally within anybody's sphere of in- 
fluence. The region has been the subject 
of intense competition in this regard but 
has so far escaped falling under the out- 
right hegemony of any one great power. 
This state of affairs is not the result of 
common policies decided upon through a 
process of consultation among all the 
states in the region. For the most part it is 
the fortuitous confluence of the readiness 
of the great powers to compete for influ- 
ence and the solicitations of the regional 
states which, divided among themselves, 
have sought from their great power pa- 
trons support for their own cause in reg- 
ional disputes. 

This state of affairs cannot continue for 
long. China is almost certain to emerge as 
the preponderant power in relation to 
Southeast Asia. This is a situation which 
will call for new rules. Unless Asean and 
Indochina can confront China with com- 
mon policies, these rules are likely to be 
those dictated by China. This is a prospect 
which is welcomed neither in Asean nor 
Indochina. It is also a prospect which will 
compel them to seek the modus vivendi 
which so far has eluded them. 
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ustralia’s happy renewal of the 
Anzus treaty (Australia, New Zea- 
land and the United States) has coin- 
cided — perhaps appropriately — with 
an announcement of the cost of Austra- 
lian involvement in the Vietnam War. 
The cost — financial, not in lost lives — 
was A$466.2 million (US$424 million). 
Foreign Minister Bill Hayden has re- 
vealed that, though Australian advisers 
and troops were active in Vietnam only 
in 1962-73, A$25.1 million was provided 
in aid, after Australia's withdrawal, until 
1979, which meant that the commie-dog 
"Socialist Republic of Vietnam” 
strangely received “educational and civil 
infrastructure” aid from Australia after 
the 1975 takeover until it invaded Cam- 
bodia. Australia can be too tolerant. 
Hayden said that “a firm and un- 
equivocal reaffirmation of the Anzus al- 
liance is fundamental to Australian na- 
tional security and foreign and defence 
policies . . . Although the treaty was 


drawn up à generation ago and in very 
different circumstances, 





These aircraft are fitted with surveil- 
lance equipment, built in Australia, 
which can direct anti-smuggling and 
anti-piracy and search-and-rescue oper- 
ations at sea. 

Defence Minister Gordon Scholes has 
reported that Australia has also de- 
veloped unique undersea detection 
equipment which could be used for 
offshore mineral exploration as well as 
anti-submarine war operations. The new 
system is based on miniature hydro- 
phones carried by a rope of plastic fibres, 
designed and made in Australia, and, ac- 
cording to Scholes, covers far greater 
distances than existing equipment. 

Meanwhile, the joint Australian-US 
communication stations at Australia’s 
North-West Cape, Pine Gap and Nur- 
rungar (central Australia) are in active 
operation — but, curiously or craftily, 
are not specifically “protected” by 
Anzus. It is now known that the top-sec- 
ret facilities at Pine Gap (near tourist- 
happy Alice Springs) monitored in- 





we have reached the con- 
clusion that the commit- 
ments and obligations 
that were accepted then 
remain as valid and ap- 


propriate today." 

(Certainly the scena- 
rio has changed. Who 
would have thought in 
the early Anzus days that 
Australia would be mak- 
ing special arrangements 
for Aussie horses to race 
in the Japan Cup next 
month? Health Minister 
Neal Blewett is enforc- 
ing stern quarantine re- 
quirements on Japanese 
animal-health authori- 
ties for acceptance and 
care of the Aussie 
champs. New Zealand is also involved 
because that's where so many of the 
horses racing in Australia first hit the 
turf.) 

The Anzus treaty "provides a firm 
basis on which US military support could 
be sought in the event of a major threat 
to the security of Australia," Hayden 
said, but he stressed that Australia still 
had “to look after itself" and that 
"Anzusis not an elaborate document au- 
thorising us to get our self-defence on 
the cheap — it is a commitment of na- 
tional and mutual responsibility." Prime 
Minister Bob Hawke, after seven 
months in office, is of course steadily ex- 
panding Australian connections with 
Asian neighbours. 

Aussie "defence scientists" are sud- 
denly emerging and Australia will sell 
four Nomad Search Master aircraft 
(A$7.5 million) to the Royal Thai Navy. 


The kangaroo leaping into action 








stantly for the US the com- 
munications between the 
Soviet fighter aircraft 
and their ground control 
during the shooting 
down of the Korean Air 
Lines Boeing 747. 

Appropriately enough, 
Hawke is also improving 
living and working con- 
ditions for Australia's 
neglected Aborigines. 
More than 2,200 former 
boomerang-throwers, liv- 
ing humbly south of Dar- 
win and in other areas 
not far from the US- 
Aussie 007 listening-in 
stations, have been 
granted freehold title at 
long last to 24,000 sq. 
miles of vacant govern- 
ment land. Aboriginal employment in 
the government workforce will also be 
increased. 

Kangaroos — like the Aborigines — 
are going to be helped, and "harvesting" 
will be stemmed to ensure their conser- 
vation. Home Affairs Minister Barry 
Cohen has personally made low-level 


· helicopter flights over kangaroo habitats 


to "ensure that their population is man- 
aged in a responsible manner." These 
admirable “Aussie-help-Aussie” opera- 
tions — self-defence, aid for the 
Aborigines and the preservation of wild- 
life — are a source of great pride to an 
old, self-exiled Aussie. 


Editor's footnote: Dick Hughes should also 


be happy because Hawke last month estab- 
lished another precedent by granting him — 
at the age of 77 — the first personal old-age 
pension for an Aussie living and working in 
exile — only A$128 a fortnight, but useful. 
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Sanwa Bank is one of Japan’s 
leading banks, with more than 
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A take-charge move 


Minister of State Sudharmono is certain to become Golkar chief, 
boosting Suharto’s control over the political grouping 


By Susumu Awanohara 

Jakarta: At its forthcoming national con- 
gress, the dominant military-backed poli- 
tical grouping, Golkar, will take some de- 
cisive steps towards modernisation under 
a revamped leadership. It is certain that 
Minister of State Sudharmono will be- 
come Golkars new general chairman 
while retaining his current job, a sign that 
President Suharto himself now wishes to 
manage Golkar more closely. 

On the other hand, it is also clear that 
some younger-generation Golkar leaders 
will take positions of real importance. 
How the older and younger leaders in- 
teract with each other and how the two 
groups together get on with the armed 
forces (Abri) — which created Golkar to 
fight elections and legitimise military rule, 
among other things — after the congress, 
will greatly influence the course of the 
country's political development. 

The congress, scheduled for October 
20-25 — the third such gathering, made up 
primarily of many "functional groups" 
representing the professions, trades, reli- 
gions and numerous social organisations 
— will decide that only individuals, as in- 
dividuals, can become members of Gol- 
kar. Each individual wishing to join Gol- 
kar will have to submit an application and 
must be seen to qualify. The groups will 
lose their membership status, though trad- 
itional ties between them and Golkar will 
be retained in some form. 

The system of individual membership 
was long anticipated but is nevertheless a 
major change and will need getting used 
to. When Golkar, which had its antece- 
dent in former president Sukarno's old 
order, was being regrouped in the late 
1960s as Abri's election-winning machine, 
it was the functional groups which were its 
key members and gave it its strength. At 
the first national congress in 1973, Golkar 
decided that individuals, as well as groups, 
could become members, reflecting the 
strength of those who wished to develop 
Golkar into a cadre organisation led by 
committed, active individuals. 

The 1975 law concerning political par- 
ties and Golkar (by its own definition, 
Golkar is not a political party but a 
superior creature) stipulated that all these 


group to individual membership. The sec- 
ond Golkar congress in 1978 discussed in- 
dividual membership, but opposition was | 
still. too strong and the issue was not 
forced. ; : ei^ ] 
Opposition to the system of individual 
membership came (Berr*— and will come 
again, albeit in a more muted form' — 
from the three leading füytional groups, 
Kosgoro, Soksi and MKGR- ‘Having start- 
ed as army-sponsored mass organisa- 





tions in the old order, the three groups 
would like to see Golkar develop into a 
mass, rather than a cadre, organisation. A 
cadre organisation is elitist and alienates 
the masses, they argue. 

They also criticise the official “floating 
mass” orthodoxy — which has been used 
to depoliticise the masses and have them 
“floating” between elections — saying 
that floating masses create a floating 
leadership without roots. Acknowledging 
that the orthodoxy was useful in diffusing 
the ideologically charged atmosphere of 
the old order's last years, which culmi- 
nated in a violent showdown in the mid- 
1960s, the three groups assert that the 
time has come once again for greater poli- 


Sudharmono: taking control. 





tical participation — but through mass or- 
ganisations. 

Leaders of Kosgoro, Soksi and MKGR 
also warn that an individual membership 
system could drastically weaken Golkar. 
The three groups are sovereign. with their 
own constitutions, and powerful, with 
members throughout the country, accord- 
ing to one leader. The three groups have 
helped Golkar by mobilising votes in elec- 
tions, but Golkar has not always returned 
the favour, and their members' feelings of 
responsibility and loyalty towards Golkar 
are minimal, the leader says. The coming 
congress will attempt to enforce individual 
membership, while keeping the three 
major functional groups in the fold. 


Gus; relationship with Abri and the 
civil servants’ organisation, Korpri, re- 
mains an important issue, though open al- 
tercations over this may be avoided. 
There is general agreement that Golkar 
has depended heavily, many say too 
much, on these two groups in past elec- 
tions. Abri members do not vote in elec- 











tions, and Abri is represented in the legis- 
lative bodies through appointees — a de- 
vice to ensure Abri’s neutrality in politics. 
But in fact, Abri's extensive command 
structure, reaching down to every village, 
has been mobilised to win votes for Gol- 
kar, and civil servants come under great 
pressure to vote for Golkar. 

Once again Kosgoro, Soksi and MKGR 
have been among the most vocal critics of 
Golkar's unholy alliance with Abri and 
Korpri. But while the attacks from the 
three groups tend to be dismissed by the 
Golkar leadership as a reflection of their 
hunger for power (since the three have 
rather openly accused Abri and Korpri of 
usurping power which is rightly theirs), 
there is consensus that sooner or later the 
Golkar-Abri-Korpri relationship must 
change. Democratic principles have been 
sacrificed for the more urgent objective of 
maintaining stability, but if this is over- 
done it can become a destabilising factor, 
a prominent retired general says. And 
now that secularisation of political group- 
ings is complete (and all uphold the state 
Pancasila ideology as their sole ideological 
foundation), everyone, including civil ser- 
vants, should be theoretically free to 
choose from among these groupings, he 
says. 

A unity of diverse elements, Golkar 
needs strong leadership, which in the re- 
cent past was conspicuous by its absence. 
Some members of the highest advisory 
body, Dewan Pembina, mainly compris- 
ing powerful retired generals, have been 
accused of meddling too much in the day- 
to-day affairs of Golkar, often overriding 
the central executive board which, in its 
turn, has been criticised for weakness and 
incompetence. Which of the two bodies is 
more at fault is something of a chicken- 
and-egg question, but the fact is that in- 
stitutions and procedures have been tram- 
pled on. 

Suharto's choice of Sudharmono as gen- 
eral chairman of the central executive 
board is seen as his tacit acknowledgment 
that Golkar was not being managed prop- 
епу. Sudharmono is considered one of the 
few people who can, with Suharto's back- 
ing, set right the relationship between 
Dewan Pembina and the executive board, 
and control the power plays mounted by 
various component groups. 

Suharto, as chairman of Dewan Pem- 
bina, is formally head of Golkar, as well as 
head of state and chief government execu- 
tive. Sudharmono's appointment will 
mean that Golkar becomes more clearly a 
vehicle of the New Order, experts say. 
What this means for Indonesia's political 
development is not yet clear. Some fear 
Suharto will stifle democracy. 

Others insist that the president is by no 
means а political conservative, pointing to 
the fact that it is he who wants Golkar's 
individual-membership system im- 
plemented and who will probably pro- 
mote some young and outspokenly liberal 
people onto Golkar's executive board. 
The feeling is that Suharto is aware of the 
inevitable and legitimate demand for 
greater political participation and will 
cope with it. 
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LOS ANGELES Hospital administration in 
Los Angeles. Tangerines in 
Osaka. Iwo real trade oppor- 
tunities. And two locations 
served by the international 
network of Banque Indosuez 
A network now covering 60 
countries. 

Banque Indosuez is a fast- 
expanding institution in North 
America, where it is present 
in such major business centres 
as New York, Chicago, Los 
Angeles, Houston, Atlanta and 
Montréal. 

In Japan, Banque Indosuez 
has been established for over 
35 years. Its branch offices 
in Tokyo and Osakaare part of 
a vast Asian and Australasian 
network spread over 18 coun- 
tries, including among others 
New Zealand, Australia, Japan, 
China, Hong Kong, Singapore, 
India.. 

Regular loans and advan- 
ces, export financing, foreign 
exchange problems, mergers 
and acquisitions, project fi- 
nancing : Banque Indosuez 
opens up a whole world of 
opportunities 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES. 
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Head office : 96, boulevard Haussmann - 75008 Paris 
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IF LOGGING IS 
YOUR BUSINESS, KENWORTH 
IS YOUR TRUCK. 





Logging is hard work. If your payload 
is broken down by the side of the road, 
you're losing money. 

That's a problem a Kenworth helps 
control. It's built for maximum efficiency 
and minimum maintenance. 

The key to Kenworth's strength is its 
backbone — the frame rails. They're de- 
signed in straight continuous channels, 
drilled to your specifications, without 
unnecessary holes in the frame or 
flanges to cause weak spots. 

The free-fit bolted frame is tough and 
flexible to absorb road shock. Kenworth 


was the first to use forged aluminum 
gussets that are stronger and lighter 
than steel. 

Kenworth bundles air lines and wiring 
high on the frame rail with insulated clips 
to avoid chafing. 

The Kenworth cab is one of the 
toughest in the business. Its aluminum 
and fiberglass skin resists corrosion. 
The all-riveted construction makes the 


Kenworth cab easy to repair. 

Kenworth dealers also provide excel- 
lent parts and service availability around 
the world. 

These are just a few of the many fea- 
tures that can help control operating 
costs. For more information, contact 
your Kenworth dealer. Or call us direct. 
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PACCAR International, P.O. Box 1518, Bellevue, Washington 98009, U.S.A., Telex 32-0209, Phone (206) 455-7400 








The world is a network 
of local centres. 


Today, your international bank must 
have global connections. Tomorrow's 
financial interests demand that versatility. 

To coordinate individual problems, to 
arrange contacts and to bring business 
people together, immediate local access 
to a universal information system is 
essential. 

Deutsche Bank connects your busi- 
ness with an international network that 
spans the globe: more than 1,300 offices 
in Germany and in Berlin, branches, 
subsidiaries, representative offices and 
affiliations in b6 countries, more than 
4,000 correspondent banks worldwide. 
Plus the strength of total assets of more 
than US $ 83 billion, ranking us among 
the world's largest banks. 

Put us to the test. 


Deutsche Bank 


Advanced banking for more than a century 
Centra t »n/Düsseldor! Branches abro: Antwerp. As ón 


ce: Frankfurt am M 3d twerp. Asunciór 
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This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for and Automatic Paper Size Selection (you 
"zoom". With the EP450Z you have the option of select the required magnification ratio; the 
selecting any variable magnification ratio Copier selects the most appropriate loaded 
between 0.640X and 1.420X. paper size). 

Think of it! Now you can scale your original's One other thing about the EP450Z: it’s a 
image area up or down to the size you want, Minolta. And this name is your assurance of the 
irrespective of paper size! highest quality copy reproduction obtainable. 

But this isn't all! The EP450Z also gives you Plus ease-of-operation, reliability and expanded 
two automatic selection modes: сору processing system capability with new 
Automatic Magnification Selection (you select document feeder and sorter options 
the paper size; the copier calculates the most The Minolta EP4502Z. 
appropriate magnification ratio according to The world's first Automatic Zoom PPC that's 
the size of the original in use) Z^ setting the new path for all copiers to come. 
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Phone: 3-676051 Pakiston Allied Equipment Ltd. First Floor, Nelson Chambers, 1. 1. Chundrigar Road 
Singapore Minolta Singapore (Pte) Ltd. NO, Middle Road, # 07-01, Chiat Hong Bidg G.P O. Box 680, Karachi-1 Phone: 214922 
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HILTON INTERNATIONAL 
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Freshness. Thats our secret. Fresh food, appealing surroundings and a brisk 
approach to your business needs. Twenty years of experience in Asia/Pacific 
have taught us how to keep the ancient art of hospitality forever new. 

Share it when you stay with us in: 


BANGKOK KUALA LUMPUR SINGAPORE 
HONG KONG MANILA TAIPEI 
JAKARTA SEOUL TOKYO 


Call your travel agent, any Hilton International hotel, or Hilton Reservation Service: 
In Bangkok, call 252-8166; Guam, 646-7912; Hong Kong, 5-233111; Jakarta, 583051-65; 
Kuala Lumpur, 422122; Manila, 597415; Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; 
Seoul, 778-1351; Singapore, 7371900; Taipei, 331-5324; Tokyo, (03) 213-4053. 
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Enjoy the privacy of a living room. 
ALITALIA BUSINESS CLASS. 





To other airlines, it's first class. To Alitalia, it's our spacious Business Class - up front in our 
new 747's. Other airlines seat you six across in Business Class. Or even eight On Alitalia, 
we seat you four across. Two wide seats on one side of the plane, and two on the other. 
With a huge aisle in between. So there's plenty of room to stand in, walk in or just 
stretch your legs in. You'll need it after we wine and dine you. It's a flying feast starting 
with cocktails and hors d'oeuvres, continuing through a superb Italian meal. And there's 
equally superb shopping from the Alitalia Boutique, featuring the best of Italian fashion: 
Battistoni, Ferragamo, Gianni Versace, Trussardi, Valentino and more at unbeatable 
prices. But you don't have to wait until you're on board to experience our Business Class. 
It starts with a separate check-in where you can select your favorite seats. And an exclusive 


lounge at many airports around the world. So, next time you fly, make sure you fly Alitalia Л і i ta | la 
Business Class. Because at Alitalia, more than any other airlines, Business comes first. Ё 
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Чепсу, Pria had something to 

about on an otherwise gloomy October 2 
when Citicorp: chairman Walter Wriston 
opened his gleaming new headquarters 
in off-central Causeway Bay. However, 
some Citicorp men clearly felt that what- 
ever the feng shui man’s appraisal, cer- 
tain omens were not so favourable. One 
noted that, Wriston was soon to retire. 
Another more pointedly worried that 
the. presence. of. Hongkong Financial 
Secretary: Sir John. Bremridge — on 
hand to make a welcoming, congratulat- 
ry speech — might not be the best por- | 
„tent: one of the last times jovial Sir John 
officiated at a new bank headquarters 
opening was last year when he cut the | 
ribbon at Sun Hung Kai Bank. Fulsome 
praise of the home-grown institution 
seemed rather too much, even at the 
time (Shroff, REVIEW, Sept. 24, '82). | 
And in the wake of SHK's recent rescue 
by foreign partners, he may wish he had | 
never written the following letter | 
handed out to all guests at the opening: | 
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FINANCIAL SECA TANYA OFFICE, 
Tur ME T ARDT, 
HONG KONG. 
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Earlier this year (for the first time since 
the 19609) а locally-incorporated company was granted 
a full banking Licence. In Hong Kong аё an upwardly 
mobile society it fe vitally important that entry to all 
levels is open to merit, and particvlerly to local merit. 
Sun Hung Kai Finance Co Ltd has now deservedly become 
fun Hung Kei Bank Ltd, and is consequently established as 
ж Leading Hong Kong bank. This is what Hong Kong is all 
about. 


Contrary to frequently expressed and typically 
incorrect popular belief, banking in Hong Kong is & 
fiercely competitive business, in which rewards are hard 
earned, 1 wish che Sun Hung Kat Bank every merited 
success, and congratulate them on the re-location of their 
head office in the Sun Hung Kai Bank Building. 


All in Hong Kong are pleased to ses а young and 
vigorous Hong Kong institution ríeing to the top rank in 
ane generation as 4 result of gifted entrepreneurial 
management following prudent policies; and I extend my 

| ewn good wishes to the Chatrhan, Mr Fung King Mey, whose 
personal role in the bank's tepid growth ia internationally 
recognised, 


Youre sincerely, 





{J H Bremrídge) 
Financial Secretary 








The remarks were particularly inap- 
+ propriate given that a major cause of the 
bank’s subsequent problems was to lock 
up 70% of its net asséts in the new head- 
quarters — purchased from another part 
of the SHK group. 

Praise from the media can be equally 
dangerous as that from financial sec- 
retaries. Time magazine’s October 10 
cover illustration depicts the mighty, 










French franc, Deobchenwb aad Swiss 
franc. Unfortunately for Time, it chose 
the week when the dollar suffered its 
steepest fall this year, losing nearly 4% 
against both yen and Deutschemark in 
just a week, as the foreign-exchange 
market decided for the first time in 
nearly four years the dollar's greatest po- 
tential was on the downside. Our in- 
house war veteran, Donald Wise, re- 
minds me that during the Vietnam War 
appearance on a United States news 
magazine cover literally could be the kiss 
of death: the casualty rate among ser- 
vicemen who had appeared in cover pic- 
tures was appalling. However, the 
REVIEW's experience has been rather 
different — we wrote off.Cambodian 
leader Lon Nol three times in the two 
years before he was finally ousted. 

e THE infrequency with which magis- 
trates and judges in Hongkong put very 
rich people behind bars has often been 
noted by followers of the local judicial 
process. So it was perhaps no surprise 
that Carrian boss George Tan, up on 
theft charges and facing the prospect of 
more charges to come, was awarded bail 
by a magistrate and that the Crown's ap- 
peal against bail was rejected by a Sup- 
reme Court judge, though bail terms 
were changed. ^ 

The day after Tan was given bail by 
one magistrate, another magistrate was 
refusing bail to five men charged with 
stealing HK$9,000. worth of cioth and 
being suspected of involvement in deal- 
ing in HK$2 million worth of stolen 
goods. 

In Tan's case, however, both magis- 
trate and judge rejected prosecution ar- 
guments about the serious nature of the 
charges, the huge sums of money in- 
volved, the fact that Tan had been stay- 
ing illegally in Hongkong and held vari- 
ous passports, and that Hongkong has a 
past history of disappearances of bailed 
financiers — most recently Amos Dawe. 

If the decision to grant bail to Tan was 
widely expected, lawyers and the public 





alike were surprised that Justice de | Mitsubishi have a secret IQ mine locate: 
Basto, OC, who heard the appeal in | beneath a shopping centre somewhet 


chambers, should have ruled that the 
new bail terms for Tan be kept secret. 
Tan's counsel said the new bail was "on | 
substantially increased terms." It is 
widely reported to be HK$50 million 
(US$5.75 million) compared with an 
original HK$2 million. The money has 
now been paid. Tan’s ability to come 
forth with a sum of this size is raising 
questions in lawyers’ minds about its 
status should the many unpaid creditors 
of the Carrian group whose defaulted 
loans are secured on Tan's personal 
guarantees now call on the guatantees. 

e ONE journalist who made his reputa- 
tion during the Indochina war was David 
Haiberstam of The New York Times. He 
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involvement in | 
early 1960s,.an 
ion against th 
Diem. Unfortunately 
winning Halberstam 
to losing his reputation if he had any pa 
in drafting the following telexed press п 
lease which recently arrived at 
REVIEW office: 


А Japanese Malis: recently 
boasted: "Australia. will. be our 
source of brains, America will beour 
granary, and Europe: 
cotheque." The futi 
"would be Japan 
The Japanese are com 

ferocity the likes of which the world 
has never seen — mounting a chal- 
lenge and a threat to traditional 
Western technological: dominance. 
Former New York Times j 

























































Halberstam, who is cu en ly wri 1 
a book on the malaise and declin: 
American heavy industry 
of the Japanese, writes 
ese single-minded pursuit of 
lence and supremacy. 

Halberstam, who recently spent six 
months in Japan, says: “I think itis a 
mistake to think of Japan as either a 
ally or an enemy. It does not so much 
wish others ill as it wishes itself well.” 
However, Western businessmen are 
increasingly posing the question: 
“Tell me what to do to fight thes 
people off."* 


I am sure the book will be a succes: 
even without such PR hype, given.cu 
rent Western obsessions with The Ja 
ese Challenge, and the particular! 
American obsession with — instan 
analyses of the Japanese nation 
character and attempts to.find ther 
the keys to economic success. But eve 
as a once-and-future Australian wh 
thinks Alan Bond is worth the whole 
committee. of the New York Yacht Club, 
I'm a little puzzled about Halbersta: 
future source of Japanese brains. Do 


between Paramatta and Bankstow 
is it just a reference to the well-k: | 
fact that Fosters pickles brains f ster 
than Sapporo? ae 

Alternatively, Australians may ha 
been first to realise the benefits of this 
Indian elixir from Chandigarh: 
















‘BRAINO’ PILLS 
Great Brain Vitalizer 


need p the day, Asian Pharmacy's " 4 

ап effective remedy for al! these. complaints itis & Dew 
marvellous results, It vitalizes dull brain cells. It is very п 
Advocates, Accountants, Professors, Doctors, Teachers, 
persons doing strenuous mental work, 


indications. having impaired 





Defence forces concentrate energies on greater military responsibilities 


A strict division 


By Harold Crouch 

Kuala Lumpur: The Malaysian defence 
forces, like those of Singapore, stand out 
in Southeast Asia because they are not di- 
rectly involved in politics. In Malaysia 
there are no military officers in the 
cabinet, in parliament or in the civil ser- 
vice. The Defence Ministry is under un- 
ambiguous civilian control. The prime 
minister holds the defence portfolio and 
the ministry's permanent secretary is а 
civil servant. 

What is more, there is little expectation 
that the military might take power in the 
future. On the only occasion in the past 
when the civilian government appeared to 
be on the verge of breaking down, follow- 
ing the May 1969 racial rioting, the mili- 
tary remained unswervingly loyal to the 
civilian leadership even though there were 
some Malay politicians who would have 
welcomed a military takeover. Although 
top military men were represented on the 
National Operations Council established 
to run the country temporarily in 1969, 
they returned with no fuss to their usual 
roles after the return to normalcy in 
1971. 

The military, however, is not totally 
excluded from policymaking. Both the 
chief of defence forces and the inspector- 
general of police are members of the Na- 
tional Security Council, which is con- 
cerned with security in the widest sense. 
Among the other members of the council 
are the prime minister and the deputy 
prime minister — the latter also holds the 
home affairs portfolio — and several other 
cabinet members, such as the ministers for 
foreign affairs, finance and information. 
Both the army and police are also rep- 
resented on security councils at the state 
and district levels, which often discuss 
security-related social and economic is- 
sues such as the position of squatters, log- 
ging and development projects. 

An expansion of the military role in 
non-military af- 





fairs, however, 
seems most impro- 
bable under pre- 
sent circumstances. 
If the political his- 
tory of other de- 
veloping nations is 
anything to go by, 
military interven- 
tion rarely takes 
place when a civi- 
lian government is 
ruling in an effec- 
tive way. And un- 
like most of Malay- 
sia's Southeast 
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Asian neighbours, which have experi- 
enced various forms of direct military in- 
volvement in politics, civilian government 
is widely accepted as legitimate here. Eco- 
nomic growth has been rapid and the gen- 
eral level of prosperity is much higher than 
in neighbouring states, with the exception 
of Singapore. 

One element in Malaysian society 
which stands in the way of direct military 
intervention is its substantial middle class, 
which is usually the segment of society 
most critical of military takeovers and 
military monopolisation of power. This is 
in contrast to other Southeast Asian states 
(again, apart from Singapore) where the 
middle class is too small and insignificant 


politically to act as a brake on the ambi- | 


tions of military leaders. 

In Peninsular Malaysia, about a quarter 
of the workforce is employed in middle- 
class occupational categories such as pro- 
fessional, managerial, clerical and sales, 
and some 19% of households have cars. 
On the other hand, in Southeast Asian 
states where the military has intervened 


| directly, such as Indonesia, Burma and 


Thailand, or where its role has greatly ex- 
panded, such as in the Philippines, the 
middle class is much smaller — as indi- 
cated by rates of car ownership of less 
than 5%. 


A's: factor weighing against the 
possibility of a military coup in 
Malaysia is the close rapport that has 
existed between government leadership 
and the military's senior officers. Coming 
from similar social backgrounds, the poli- 
tical, bureaucratic and military leaders 
have often known each other for many 
years, with the result that there is a high de- 
gree of mutual understanding. 

Family ties are also important. For 
example, the first Malaysian chief of staff, 
Gen. Tunku Osman Jewa, who held the 











post in 1964-69, was a nephew of then 
prime minister Tunku Abdul Rahman. In 
1981, the prime minister at the time, 
Datuk (now Tun) Hussein Onn, ap- 
pointed his brother-in-law, Gen. Tan Sri 
Ghazali Seth, as chief of the defence 
forces and his brother, Lieut-Gen. Datuk 
Jaafar Onn, as deputy chief of the army. 
Both still hold these posts. 

Present Prime Minister Datuk Seri 
Mahathir Mohamad's brother-in-law, 
Maj.-Gen. Datuk Hashim Mohamed Ali, 
is general officer commanding Peninsular 
Malaysia and concurrently commander of 
the 2nd Division. Many other military of- 
ficers are related to important figures in 
the civilian establishment. 

The interests of the military have not 
been neglected by the civilian government 
— yet another factor weighing against in- 
tervention. The salaries and perquisites 
enjoyed by military officers are on a par 
with those of the civil service, and the re- 
cent expansion has provided the armed 
forces with new hardware as well as new 
promotion opportunities. In recent years 
the proportion of gross national product 
devoted to defence in civilian-ruled 
Malaysia has been higher than in those 
Asean members where the military has a 
role in government. 

In any case, cabals of officers thinking 
of a coup are unlikely to develop because 
aggrieved officers have attractive alterna- 
tives elsewhere. The New Economic Po- 
licy has put great pressure on private busi- 
ness to appoint Malays to managerial posi- 
tions. Discontented Malay officers, there- 
fore, can often find lucrative civilian em- 
ployment if they are unhappy with condi- 
tions in the armed forces. 

Racial factors also affect the question of 
possible military intervention, just as they 
affect everything else in Malaysia. Since 
1969 the government has introduced a 
wide range of policies, covering especially 
economics, lan- 
guage and educa- 
tion. All of them 
have been ге- 
garded with much 
favour by the 
Malay communi- 
ty. Most Malays, 
therefore, haye no 
reason to believe 
that a military gov- 
ernment would be 
better for them. 
On the other 
hand, most non- 
Malays believe 
that military rule 
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would be much :wors 
system: 

The Malaysian a wiedf çes: 
minantly Malay. In 1981 it was revealed 
that 75% of the officers and 85% of the: 
rank and file in the armed forces were 
Malay. Only 16?6-of officers and 6% of 
the rank and file were Chinese; for [n- 
dians, the percentages were almost the 
same. Of the. army's-36 infantry battal- 
ions, 26are. part of the all-Malay Royal 
Malay Regiment, while the other. 10 are 
multiracial : but. predominantly. Malay. 
Non-Malay officers tend: to. be concen- 
trated in technical units and appear to be 
bettersrepresented in.the.navy and air 
force-than in the army.. 

"There is little question that the military 
is also Malay-dominated at its most senior 
levels. The chief of defence forces and the 
three service chiefs and their deputies are 
all Malays. In the army, three of the four 
division commanders and 11 of 12 infantry | 


brigade commanders are Malays: ' 
ecent recruitment;patterns do not | 


Ru that the communal make-up | 
of the armed forces is becoming more ba- | 
lanced, In 1979, 86% of cadet officers and 
929%. оѓ . rank-and-file. recruits were | 
Malays; in 1981 the figures were 91% and 
93% — with only 35 Chinese rank-and-file 
recruits of the 8,125 total strength. 
Government spokesmen point out.that 
the low participation of non-Malays, espe- 
cially Chinese, is not due to discrimination 
against them but to a lack of interest on 
their part. On the other hand, spokesmen 
for the Chinese. community claim that 
Chinese are reluctant to join the armed 
forces, because they feel that their pros- 
pects of promotion are poor. 
Representatives of the Chinesecommu- 
nity, both in government and in the oppo- 
sition parties, have. sought to increase 
non-Malay participation in. the armed 
forces by proposing compulsory national 
service for all citizens. Оп several occa- 
sions MPs from the Chinese-based opposi- 
tion Democratic Action Party have at- 
tempted.to introduce. private members’ 
bills on this subject. These attempts, how- 
ever, have always. been.rejected by the 
government oirthe grounds that national 
service is unnecessary and too costly. 
Military intervention in other nations 
has often been aimed at restoring political 
stability, but it could be argued that a gov- 
ernment seen as representing only one 
community could not preserve stability for 
long in Malaysia. Military «domination 
would be most unacceptable to the non- 
Malays who make up-almost half. the 
population and would almost certainly 
lead to a great increase іп racial tensions. 
While the possibility of military inter- 
vention in the context of a breakdown of 
communal relations canitot be dismissed, 
this heavy preponderance of Malays in the 
armed forces might also be a factor in- 
hibiting. military, dominafion ofthe gov- 
ernment, n 





















































öh a new front line 


Kuala Lumpur: The swift expansion of 
the Malaysian defence forces in the past 
few years has slowed down and its em- 
phasis is now on consolidation, This is a 


time for the military and its civilian mas- | 


ters to take stock of their present position 
and the challenges they are likely to face 
during the rest of the decade and after. 
Rapid growth in the size and equipment 
of the armed forces, as well as the signifi- 
cant rise in military expenditures since 
1979, occurred as a result of two cir- 


cumstances. First, for the first time since | 


the Confrontation period with Indonesia 
in the early 1960s, Malaysia perceived an 
external threat to its security following the 
communist victories in Indochina and 
especially the Vietnamese occupation of 
Cambodia in 1979, Secondly, funds were 
available to finance personnel recruitment 
and the purchase of military hardware that 
the expansion entailed. 

But the period of rapid growth is now 
over. While external security concerns re- 
main, they are now viewed with less 
urgency than in 1979. More important, the 
expansion programme has been hit by 
economic conditions that have forced the 
government to cut planned expenditures 
in all fields. 

Until the late 1970s, the Malaysian de- 
fence forces had been concerned almost 
entirely with internal security. Initially, 
responsibility for external security had 
been left in the hands of the British, whose 
forces had remained in the country after 
independence in 1957. It was the British 
and other Commonwealth forces which 
played the main role in facing Confronta- 
tion in 1963-66. The British decision to 
withdraw from east of Suez forced 
Malaysia to give more attention to its own 
external security. In 1971 the Anglo- 
Malaysian Defence Agreement was re- 


placed by the loose Five-Power Defence | 


Arrangement (FPDA) under which Brit- 


| ain, Australia and New Zealand prom- 


ised to consult with Malaysia and Singa- 


pore in the event of an external threat or | 


attack. The last of the British forces left in 
1976, but New Zealand has maintained an 
army battalion in Singapore and Australia 
has kept two air force squadrons at Butter- 
worth, opposite Penang. 


he British plan to withdraw led to a 

major recruitment drive. The number 
of servicemen rose from 33,000 at the end 
of Confrontation to 50,000 in 1971. But 
the emphasis continued to Бе оп counter- 
insurgency, both оп the peninsula and in 
Sarawak: With the United States holding 
the fort in Indochina and the development 
of. warm relations with Indonesia, 
Malaysia’ s only external security prob 
































| in the early 1970s involved the Philippià 
| sporadically pressed claim to Sabah. 

| The communist victories in Indochina 
| brought thé:old era to ап end. АГ 
| Malaysia adopted a wa 
| and offered limited economic aid to 

| nam’s rubber industry. But the invasion 
| Cambodia only a few months after Vi 
| namese Premier Pham Van Dong's visit to 
| Kuala Lumpur in 1978 gave further i 
| petus to the re-assessment. of defe 
| needs. While no one expected. an и 
| mediate military confrontation, it w 
| realised that Malaysia's preparednes 
| meet a major external threat was far fro 
| adequate. As a result an armed: 
| modernisation and expansion programme 
| was launched in 1979. 

Since 1979, defence. expenditure 
more than doubled, though inflatio 
rising government expenditure i in gen 
have meant that the increase insecurit: 
locations as a proportion of total gov 
ment expenditure has been less mark 
The total security allocation, includi 
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as defence, rose fro LY 

а budgeted 19.3% in 1983 while the de- 
псе allocation alone rose from 10.7% to 
7%. In 1981 defence expenditure 
ounted to 6% of gross national product 
i total security expenditure amounted 
%. 

uring this period the armed forces 
expanded rapidly in numbers from 
round 60,000 at the end of the 1970s to 
Чї 100,000 today. The biggest increase 
„been in the army, which grew from 
4000 to about 80,000. Large increases 
ave also taken place in the navy and the 
r force. The navy now has about 9,000 
sonnel and the air force about 11,000. 
he expansion in the size of the armed 
сев was accompanied by an important 
пре in their expected role. Until the 
on, the Malaysian military forces 
ad little capability for handling an attack 
m outside. The army was trained essen- 
y in counter-insurgency and its 
pons were geared to the needs of in- 
rnal security. The army had no tanks, 
the navy was basically a coastal patrol 
тсе and the air force lacked ground-at- 
ck aircraft suitable for meeting an inva- 
On. 

But the emphasis changed after 1979. In 
lit was explained that 75% of the 

















ny's training would be concentrated on 
ionventional warfare and only 25% on 
‘ounter-insurgency. Meanwhile, new ar- 
ured vehicles were ordered to supple- 

t the light armoured personnel car- 
TS used in counter-insurgency opera- 
ns and to create a conventional capabil- 
. ‘Among the new armour ordered аге 
British~made Scorpion light tanks, 450 
'st German-made Condor four-wheel- 
personnel carriers and 162 Sibmas six- 
eeled fire-support vehicles. 


he Condors began to arrive late last 


з and Scorpions arrived recently. Plans 
шге medium tanks and establish a 
giment, however, had to be post- 
ned because of financial restrictions. 

1e acquisition of the Condors and Sib- 
vehicles will greatly enhance the mo- 
ty of the army in facing a conventional 









tth. The opening of the East-West 
ighway linking Penang with Kota Ваги 
ignificant in this regard, as both the Cop- 
dors and the Sibmas vehicles, in contrast 










ear and the first of the Sibmas vehi- | 


eat either along the east coast or in the : 











But it was the navy and air force which 
benefited most from the new emphasis on 
conventional warfare against an external 
enemy. Of the M$1.9 billion (US$812 mil- 
lion) in development funds allocated for 
defence in the 1983 budget, M$803 million 
is for the navy and.M$517 million for the 
air force. The much larger army got only 
M$580 million. 





A large part of the navy's development: 


expenditure is devoted to the Lumut base 
in Perak which is replacing Woodlands, a 
base leased from Singapore, as the main 
centre for naval operations. The navy has 
recently taken delivery of the biggest ship 
it has ever acquired, a South Korean-built 
supply vessel, апа expects two corvettes 
from West Germany next year and four 
minehunters from Italy. An important 
part of the fleet consists of fast attack craft 
equipped with Exocet missiles. According 
to the chief of navy, Vice-Adm. Datuk 
Mohamed Zain Salleh, 70*5 of his plans to 
transform the navy from.a coastal force 
into ап ocean-going fleet. have been 
achieved during the past five years. Mean- 
while, the. possibility of acquiring. sub- 
marines by the end of the decade is being 
considered. 

The air force, too, is gaining a greater 
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capability, though its plan to build a giant 
new base at Gong. Kedak on the East 
Coast in Kelantan and only an hour's 
flight from Vietnam has been postponed 
indefinitely due to financial restrictions. 
The base, which had originally been ex- 
pected to be ready this year, was to have 
had facilities for 14,000 men, more than 
the air force's present size. 

Meanwhile, the air.force’s combat capa- 
bility will expand greatly when it takes de- 
livery of its first. fighter-bombers, the 
Skyhawk A4. Eighty-eight second-hand 
planes, previously used by the US Navy, 
have been purchased and are presently 
being refurbished in the US. Originally it 
had been planned to refurbish 60 but fi- 
nancial restraints and the apparent de- 
terioration of some of the aircraft under 
storage for more than a decade in the 
Arizona desert have reduced this to 40 
while the rest will be used for spare parts. 
The first Skvhawks are due to arrive at the 
end of next year or early in 1985 and two 
Skyhawk squadrons. are expected to be 
formed in 1985. However, plans toexpand 
the existing t 
























‘ons of FSE fighters. 





army. (previously known as chief of gen- 
eral staff), Gen. Tan Sri Zain Hashim, 
said earlier this year that there had been 
an increase in "quantity" at the expense of 
"quality." Combat units had grown with- 
out sufficient emphasis on logistics and 
supply units. His deputy, Lieut-Gen. 
Datuk Jaafar Onn, added that the fast ex- 
pansion had led to a shortage of compe- 
tent and experienced officers. More re- 
cently, Zain referred to problems arising 
from too-rapid promotions and shortened 
training time for recruits. And in his mes- 
sage at the armed forces’ golden jubilee 
celebrations, the chief of the defence 
forces, Gen. Tan Sri Ghazali Seth, admit- 
ted that there had been a deterioration in 
performance on operations. 
































T most fundamental. issues arising 
from the expansion relate to its pur- 
pose. Who is the enemy? What is the na- 
ture of the threat? How is the threat to be 
met? Can Malaysia meet the threat alone 
or must it depend on allies? If it needs 
allies, who are they? Some quarters have 
called. for a white 
paper on defence with 
answers: tO questions 
such as these. But a 
University of Malaya 
defence analyst, Muru- 
' gasu: Pathmanathan, 
pointed out: “Debate 
on defence policy is 
almost. non-existent. 
Defence decisions are 
shrouded іп . secrecy 
and sealed in silence; 
it would be unrealistic 


























to expect this to 
change." , ; 
At this moment Ma- 


laysia faces no immediate external threat. 
But defence planners have to look to the 
future. The real worries аге medium and 
long term. Possible future Chinese expan- 
sionism in Southeast Asia isseen by some, 
including Prime Minister. Datuk Seri Ma- 
hathir Mohamad, as the. most serious 
long-term external threat. The perception 
of China as an external threat is inevitably 
linked to the internal threat from the 
Communist Party of Malaysia (CPM), 
whose members are overwhelmingly 
Chinese and to which Peking continues to 
give what it terms “moral” support. 
Concern about China's long-term ambi- 
tions also. colours. Malaysia's relations 
with some of its Asean partners. The pre- 
sent close ties between China and Thai- 
land are viewed with much disquiet.by 
Malaysia despite Thai assurances that the 
relationship is only tactical. Malaysians 
sometimes. point to Thailand’s history of 
“bending with the wind" to support the 
contention that Thailand may not be anal- 
together dependable long-term ally. 
In a recent two-part article published in: 
Malay newspaper Utusan Malaysia 







th 













| B. A. Hamzah, the head of 

and strategic studies at the Armed Forces 
Defence College, expressed concern that 
the warmth of the relationship between 
Thailand and China might even reach a 
point where Thailand would be reluctant 
to continue cooperating with Malaysia in 
operations against the CPM in southern 

ailand. 

Some Malaysian military circles were 
particularly disturbed by Thailand's tacit 
support for the Khmer Rouge before the 
formation of the tripartite anti- Vietnam- 
ese coalition and there are still signs of 
worry about the Khmer Rouge's military 
dominance of the coalition. In his article, 
Hamzah referred to support for the 
Khmer Rouge as *a major mistake in 
Asean's strategy" and called for a review 
of this policy. Although Malaysia formally 
supports the principle of self-determina- 
tion in Cambodia, Kuala Lumpur does not 
want the re-establishment of a regime 
open to Chinese influence. 

The fear of China as a long-term threat 
also appears to complicate relations with 
Singapore with its predominantly Chinese 
population. Despite Singapore's efforts to 
identify itself as a Southeast Asian state 
without special links with China, there are 
lingering doubts in some Malaysian quar- 
ters — though not necessarily within the 
military — about where Singapore's loyal- 
ties might lie if China eventually emerged 
as a direct military threat to the region. 

The logic of the view that China is the 
main long-term threat leads to the hope 
that Vietnam might 
eventually become an 
ally rather than a foe. 
But in reality Soviet- 
backed Vietnam is 
seen by defence plan- 
ners a$ a more imme- 
diate’ problem than 
China.’ The defence 
build-up was carried 
out with the threat 
from Vietnam upper- 
most in mind and a 
series of large-scale 
exercises — code-named “Gonzales” — 
has been conducted on the assumption 
that the invaders come from Vietnam. 

The threat from Vietnam, however, is 
generally viewed as medium term in na- 
ture. For the moment Vietnam is fully oc- 
cupied in Cambodia with Chinese forces 
poised on its northern border. But there 
are fears that changes in the international 
environment, especially a possible reduc- 
tion of Chinese pressure on the border, 
might permit Vietnam to direct its ener- 
gies towards expansionism. 

Although Vietnam could not launch a 
direct attack on Malaysia in present cir- 
cumstances, it does have the capacity to 
take limited action against, for example, 
Malaysian oil rigs or other interests in the 
South China Sea and it is here that the ex- 
ternal threat is most immediate. In fact 
Malaysia's only immediate bilateral de- 
fence problem with Vietnam involves the 
Vietnamese occupation since the mid- 
1970s of the tiny island of Amboyna Cay in 
the South China Sea off Sabah which 
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the new chall 


Kuala Lumpur: The Malaysian defence 
forces’ shift of emphasis from counter- 
insurgency to conventional warfare has 
meant the acquisition of new armaments 
and equipment to supplement existing 
hardware. 

For its counter-insurgency operations, 
the army had been using Panhard M3 ar- 
moured cars, Ferret scout cars and Com- 
mando V150 armoured personnel car- 
riers (APCs). To build up conventional 
capacity the military has ordered 162 
Sibmas fire support vehicles, 450 Con- 
dor APCs, 26 Scorpion light tanks and 
25 Stormer APCs, some of which have 
already arrived. The new APCs and the 
light tanks can also be used in counter- 
insurgency operations. 

The artillery is equipped with 105mm 
howitzers and the standard infantry 
weapon is the American M16 rifle. How- 
ever, an assault rifle task force has been 
set up to select a new rifle which is to be 
manufactured in Malaysia. It is under- 
stood that five European companies 
have been short-listed to manufacture 
the rifle in a joint venture with the Heavy 
Industries Corporation of Malaysia, or 
Hicom. 

The air force’s combat capacity has 
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Malaysia regards as being within Malay- 
sian waters. The island, which is about the 
size of a football field, is significant be- 
cause of the possibility of oil being disco- 
vered in the surrounding sea-bed. 


[п the long гип the threat from Vietnam 
depends much on future policies of the 
Soviet Union in the region. Without 
Soviet support the Vietnamese military 
machine would quickly become a “paper 
tiger.” But continued Soviet support and 
the possibility of increased activity on the 
part of the Soviet Union's own military 
forces in the region would present a very 
formidable problem for Malaysian de- 
fence planners. However, a drastic expan- 
sion of Soviet activity could not be sepa- 
rated from the global balance of power 
and could be expected to bring about an 
American reaction. 

What has the post-1979 build-up meant 
for Malaysia’s capacity to meet potential 
threats? The strengthening of the navy 
and the air force is providing a greatly im- 
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until now been largely limited to its | - 
Northrop F5 fighters, which arrived in | 
1975. Its original complement of 14 FSEs 
and four two-seater F5Fs used for train- | —— 
ing has been depleted due to three | — — 
crashes during the past five years and the | _ 
sale of one aircraft to Thailand last year. 
In addition, two RFSEs have been ac- 
quired for recon Р 

Apart from the F5s the air force has | —— 
been using its aging Canadian-produced | 
С141С trainers (called the Tebuan in 
Malaysia) for limited  counter-in- | — 
surgency operations, but the remaining | _ 
10 Tebuans have now been grounded 
following the 10th crash in 16 years of 
service. Meanwhile, 12 Italian-made 
MB339 advanced jet trainers, which can | 
also play a light strike role, have recently | 
been added to the force. Forty recon- | _ 
ditioned Skyhawk A4 fighter-bombers | — 
are not expected until the end of next | — 
year. d LU 
The navy has two frigates, one of | - 
which is armed with missiles, anditisex- | —— 
pected that two corvettes will arrive | — 
from West Germany next year. There | - 
are 16 fast attack craft, eight of which are | 
armed with Exocet missiles. In А 
а large supply vessel has recently been | —— 
acquired from South Korea and there |  — 
are many small patrol craft. Four Italian- | — — 
made minehunters are on order to re» | — 
place four outdated Ton-class mine-| - 
sweepers in service at present. [ 

— HAROLD CROUCH | 
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proved capability for protecting Malay- _ 

sian interests in the South China Sea but it. .— 
is still quite clear that Malaysia is in no - 

position to face a major threat alone. 

Even with new ships and Exocet missiles — 
the navy's main responsibility is to patrol _ 
and protect the 200-mile exclusive — 
economic zone while the air force's — 
Skyhawks would be of only limited effec- — — 
tiveness against an enemy equipped with _ 
modern aircraft, such as the MiG23. Bas 

Malaysia's only formal military “all _ 
liance" is the FPDA, set up in 1971 but | 
largely dormant until 1980 when the then _ 
Australian prime minister, Malcolm __ 
Fraser, proposed its reactivation. E. 
though air exercises had been held regu- | 
larly during the 1970s under the Inte- ` 
grated Air Defence System (IADS); joint — 
naval and land exercises only commenced — — 
in 1981. The naval exercises have been — 
held in Malaysian and Singapore waters | 
while the small-scale land exercises took - 
place in Australia. 

Despite the renewed activity, the FPDA — — 
falls well short of a “real” alliance. Brite _ 
ain's force commitment to the area now — — 
stands at two officers and a sergeant at- 
tached to the IADS at Butterworth. Aus- _ 
tralia has just completed pulling out oneof |. 
its Mirage squadrons from Butterworth 


















апа the other is expected to go soon, while 

the New Zealand army battalion in Singa- 
pore is also slated for withdrawal. The po- 
tential of the FPDA has also been under- 
mined by the less than full rapport be- 
tween Malaysia and Singapore. 

What about Asean as an alternative al- 

liance? Malaysia has consistently opposed 
proposals that Asean should be turned 
into a military pact. Malaysia's leaders still 
appear to hope that Vietnam can even- 
tually be drawn into a warmer relationship 
with Aseun and believe that the transfor- 
mation of Asean into a military pact would 
be an obstacle to that process. Neverthe- 
less Malaysia has become the linchpin in 
what has been called a "web of interlock- 
ing bilateral security arrangements” in- 
volving Indonesia. Thailand and Singa- 
pore. 
. Malaysia's closest military relationship 
is with Indonesia. Cooperation between 
the two armies on the Kalimantan border, 
which commenced informally almost im- 
mediately after the end of Confrontation 
in 1966, was soon formalised and by 1971 
joint operations were being conducted 
against communist guerillas. During the 
1970s, joint naval, air and army exercises 
were held regularly and in 1982 the first 
joint exercise involving 350 men from all 
three services was held. 

Cooperation with Thailand, however, is 
more ambiguous. Joint naval exercises 
have been held since 1979 and air exer- 
Сіѕеѕ since 1981. Cooperation on the 











ground against the CPM has a long history 
beginning well before the first formal bor- 
der security agreement in 1965. Military 
cooperation reached its peak in 1977 when 
huge joint operations involving. around 
10.000 troops were conducted against the 
СРМ bases in southern Thailand. Oper- 
ations of this sort, however, have not been 
repeated though small-scale joint opera- 
tions continue and 52 members of the 12th 
Infantry Brigade are stationed in southern 
Thailand at Songkhla. 


he main obstacle to closer cooperation 

on the borderis the long-standing issue 
of the Muslim separatist movement in 
southern Thailand. Thailand would like to 
obtain Malaysia's cooperation in dealing 
with what it calls the "bandit" problem but 
Malaysia has made it clear that joint oper- 
ations should only be directed against the 
"common enemy." In December last 
year, Lieut-Gen. Harn Linanond, then 
commander of Thailand's 4th Army Re- 
gion covering southern Thailand and 
Thailand's joint chairman of the Regional 
Border Committee, called for a revision of 
the border agreement to provide specifi- 
cally for joint measures to suppress the 
Thai Muslim separatists whom he alleged 
had their bases in Malaysia. 

Military cooperation with Singapore 
also has its problems. During à visit to Sin- 
gapore in December 1981, Mahathir said: 
"I cannot see why Singapore has to bolster 
its defence except to complement the de- 


An arm's-length stance 
on business activities 


Kuala Lumpur: In several Southeast 
Asian countries the armed forces not only 
dominate politics but also play an exten- 
sive role in the economy. Military men use 
their influence in the government to se- 
cure numerous benefits for colleagues and 
themselves. The military is thus deeply in- 
volved in patronage networks and is often 
accused of corruption. 

In Malaysia, however, the military does 
not participate in business and individual 
members of the armed forces are prohi- 
bited from involvement in private busi- 
ness activity. The only investment bodies 
associated with the armed forces are the 
Lembaga Tabung Angkatan Tentera 
(LTAT). which is essentially the military 
equivalent of the national Employees Pro- 
vident Fund, and the Koperasi Tentera 
(KT), a cooperative open to members of 
the armed forces and Defence Ministry 
employees. 

Although not all its beneficiaries are 
bumiputras (Malays and other indigenous 
кре. the LTAT, like all statutory 

ies, has bumiputra status and there- 
fore enjoys preferential access to new 
share issues, The LTAT has holdings in 38 
companies, including the Perwira Habib 
Bank, a joint venture with the Habib 
Bank of Pakistan. The much smaller KT 








has drawn attention to itself because of the 
involvement of some of its subsidiaries in 
arms contracts. 

Although military officers are expected 
not to engage in business while still on ac- 
tive service, itis common for them to join 
the boards of private companies after re- 
tirement. All four former chiefs of the 
defence forces and army chiefs have done 
зо. The first chief, Gen. Tunku Osman 
Jewa, joined several boards, while his suc- 
cessor, Gen. Tan Sri Abdul Hamid Bidin, 
currently sits on the board of First Hold- 
ings, which is involved in property 
development and construction. Another 
former chief Gen. Tan Sri Ibrahim Ismail 
is now chairman of Petaling Tin, while the 
most recently retired chief, Gen. Tan Sri 
Mohamed Sany Abdul Ghaffar, is chair- 
man of Island and Peninsula Develop- 
ment. Gen. Tan Sri Ungku Nazaruddin 
Ungku Mohamed, a former army chief of 
staff, is chairman of Pahang Consolidated. 

But retired generals do not wield special 
influence in the business world in the way 
they do in some countries. In joining a 
board after retirement, the generals are 
following the example of their counter- 
parts in the civil service who usually accept 
directorships on leaving the service. 

The companies which appoint retired 
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Military on the move: cooperation problems. 





fence capability and greater resilience of 
this region against any external threat to 
the security of this area.” However, 
Malaysia has been very reluctant to ex- 
pand military cooperation with Singa- 
pore. Although there is close cooperation 
in the intelligence field and Woodlands, 
Malaysia's most important naval base, is 
in fact located in Singapore, the two coun- 
tries do not hold bilateral exercises out- 
side the five-power framework. 

Even within the FPDA the relationship 
is loose. The biannual joint air exercises 
under the IADS are in fact two exercises 
held simultaneously with the Singapore 


generals and civil servants to their boards 
naturally expect to benefit from the con- 
nections established by these dignitaries 
during their time in government service. 
But there seem to be no grounds for be- 
lieving that a chairman: with a military 
background would have more influence 
than a civilian. Moreover, high-ranking 
retired generals do not usually join com- 
panies engaged in defence supplies or ar- 
maments — though some retired middle- 
level officers have done so. 

Nevertheless, there has been no short- 
age of hints, suggestions and open allega- 
tions. of corruption within the military. 
During the past decade, in fact, three 
cases have received special attention. All 
involved major arms contracts. 

The only military officer convicted of 
corruption over an arms contract was a re- 
tired air force group captain who was ac- 
cused of soliciting a commission of 1% on 
a US$39 million deal to purchase 16 F5 
fighters from Northrop Corp. when he 
was the air force director of supply in 
1971. The 1% was to come from the 3% 
due to Northrop's local agent, Syarikat 
Bumiputera. During his trial, the group 
captain tried to implicate several senior air 
force officers, but his allégations were dis- 
missed by the judge and he was sentenced 
in 1978 to three years’ imprisonment. 

In a case that went to court in 1978, the 
accuser himself became the accused. The 
leader of the opposition Democtatic Ac- 
tion Party, Lim Kit Siang; had claimed in 
both a party newspaper and a letter to the 
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W air force excluded from the "attack" 


Penang and the Malaysians left out of the 


“attack” on Singapore. Malaysia also re- 
fuses to allow Singapore forces to exercise 
on Malaysian territory, so joint FPDA 
ground exercises have been held in Aus- 
tralia while Singapore troops go to Brunci 
for jungle training. Recently, however, 
the Malaysian policy was relaxed slightly 
when a Singapore officer joined a course 
at Malaysia's, jungle warfare training 
school in Johor, 


Ithough some military officers would 

like to see closer ties with Singapore, 
including perhaps bilateral exercises along 
the lines of those held with Indonesia and 
Thailand, their view has not been ac- 
cepted. It is feared that the presence of 
Singapore forces on Malaysian territory 
might provoke a political backlash while 
the spectre of possible Singapore inter- 
vention in the event of a breakdown of 
communal relations in Malaysia continues 
to hover in the background. 

Military cooperation with Malaysia's 
other Asean partner, the Philippines, is 
non-existent and likely to remain so until 
the Sabah issue is finally settled to the 
satisfaction of both parties. Although Pre- 
sident Ferdinand. Marcos announced in 
1977 that the Philippines no longer 
claimed Sabah, Malaysia will not be con- 
tent until the Philippine Constitution is 
amended. Meanwhile, Philippine leaders 
from time to time allege that Malaysia is 
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REVIEW (Sept. 24, `76) that there had 
been “hanky panky” in the purchase from 
Sweden of four Spica M fast strike craft for 
M$166 million (US$70 million at current 
exchange rates). 

Lim's allegations were based on infor- 
mation obtained from an otherwise un- 
identified тап named "Khamis." The 
government denied Lim's allegations and 
Lim was convicted under the Official Sec- 
rets Act for publicising secret government 

f information. Lim eventually paid fines of 
M$6,500. 


more recent arms deal accompanied 
by suggestions of impropriety is the 
M$211 million purchase of 162 Sibmas ar- 
moured fire-support vehicles and 24 ar- 
moured vehicle-recovery units. The Sib- 


mas vehicles were the first of their type to | 


be manufactured by the Belgian company 


which won the contract. After the initial | 


contract was awarded, protests and allega- 
tions of unfairness from other manufac- 
turers resulted in the Treasury re-opening 
the tender in 1980; the Belgian company 
won it again. Doubts re-surfaced when 
disappointed representatives of other 
companies claimed that the new detailed 

А specification appeared to һауе been 
tailor-made for the Sibmas. In 1981 the 
government decided to go ahead with the 
deal. 

Rumours are one thing, however, and 
hard evidence another. But persistent 
rumours can hardly fail to give rise to 
doubts in the public mind. The stakes are 


pes ee ا‎ i 












Nevertheless the Philippines still plays a 
crucial role in Malaysia's perception of re- 
gional security as the host to the US’ only 
Southeast Asian military bases. In the pre- 
sent circumstances the aspirations of the 
Zopfan (zone of peace, freedom and neu- 
trality) concept have been set aside and 
Malaysia strongly supports the continued 
American military presence in the region. 

Malaysian defence policy is still de- 
veloping. The potential threats — from 
China and a Soviet-backed Vietnam. — 
have been identified but there is little ex- 
pectation that Malaysian forces might go 
into battle against either in the short run 
though there is more concern about the 
possibility of medium-term conflict with 
Vietnam, especially in the South China 
Sea. The emphasis is now on up-grading 
conventional military capabilities in gen- 
eral rather than meeting a specific threat 
from a particular country. 

In the absence of a sense of immediate 
danger, the most basic decisions in de- 
fence planning are not in fact made by the 
Ministry of Defence but by the Ministry of 
Finance. While the restrictions imposed 
on the military's expansionary plans are 
naturally regretted in some military cir- 
cles, others argue that a sound defence po- 
licy depends in the long run on a sound 
economy, and it is the economy that is 
now receiving top priority. 

HAROLD CROUCH 


certainly high — 3% of the contract — for 
the local agents of international arma- 
ments manufacturers. The tempation to 
use improper means might therefore be 
strong. On the other hand, the Defence 
Ministry maintains an elaborate system of 
checks and balances in considering arms 
contracts, all of which have to be ap- 
proved at several levels. It would not be 
easy foran officer to swing a dealin favour 
of a particular tender, but this, of course, 
does not mean that nobody tries. 

The presence of corruption at lower 
levels, however, appears to be common, 
though prosecution and conviction is rare. 
It is widely believed, for instance, that 
kickbacks and gifts are often given by 
suppliers of food and various items of 
clothing. The most celebrated of such ir- 
regularities in recent years was exposed by 
the auditor-general in his 1977 report, 
which was released two years ago. The re- 
port revealed that the army entered into 
contracts for the supply of instant noodles 
at M$4.90 a packet in Sabah and M$3.90 
in Sarawak while the average contracted 
price in Peninsular Malaysia was only 14 
M cents. 

The level of corruption in Malaysia's 
armed forces is far below that of most 
Southeast Asian countries, but it is hard to 
deny its existence. There are numerous al- 
legations of corruption involving large 
arms contracts, but little clear evidence. 
On the other hand, many people believe 
that petty corruption in domestic supplies 
is not unusual. — HAROLD CROUCH 
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In 1986, the two luxurious 
new Westin Hotels of Raffles 
City will open, creating the 
largest, most modern conven- 
tion centre in Singapore. 

With 2 grand ballrooms and 
45 other meeting areas total- 
ling over 6,000 square metres 
(65,000 square feet), plus 20 
restaurants and lounges, a 
health club, tennis courts and 
a swimming pool, it’s the ulti- 
mate meeting place. For busi- 
ness or pleasure. 

Sound interesting? For your 
free copy of “The Ultimate 
Meeting Space,” attach your 
business card to this ad and 
send to Westin Hotels: in Lon- 
don, 7-8 Conduit St., London 
WIR 9TG, United Kingdom 
(Telex 22144); in Tokyo, Yura- 
kucho Bldg., #405, 1-10-1, 
Yurakucho, Chiyoda-ku, Tokyo 
100 (Telex 2224507); in Singa- 
pore, Level 7, PIL Bldg., 140 
Cecil Street, Singapore 0106 
(Telex RS 22206). 


V 


THE WESTIN PLAZA & STAMFORD I 
RAFFLES CITY P 


FER 10-20-83 
me Eme гыт шыт iam c GUN GS ШЕШ 











ib 


i 


چ 





tee 


3 


= 4 


аут 


n 


emphasis, fewer demands 


Kuala Lumpur: The expansion of the 
Malaysian defence forces’ conventional 
capability does not mean that counter- 
insurgency is now considered less impor- 
tant. Deputy Defence Minister Abang 
Abu Bakar Mustapha said in a published 
interview last year: “The armed forces 
need both capabilities; we have not given 
priority to the conventional aspect in the 
past and are now trying to make up for it.” 

The growing emphasis on conventional 
capability, however, has come at a time 
when the demands of internal security 
have become less pressing. At the begin- 
ning of this year Deputy Prime Minister 

Datuk Musa Hitam stated that the com- 

bined membership of the three Com- 
munist Party of Malaya (CPM) factions 
Operating in the Thai border area had 
fallen to 1,738. Of these, 1,120 belonged 
to the mainstream CPM, 605 to the Mar- 
xist-Leninist faction and 113 to the re- 
volutionary faction. 

In July, Inspector-General of Police 
Tan Sri Haniff Omar estimated that 273 of 
these were operating in the peninsula; the 
deputy defence minister stated that 98 
guerillas remained active in Sarawak. 
These figures, however, have been ques- 
tioned by some military personnel, who 
believe that there are still about 4,000 
guerillas in the Thai border area. 

According to Haniff, 10 communists 
were killed, one was captured and 40 sur- 
rendered as a result of joint Thai-Malay- 
Sian operations in the border areas during 
1982. In 1981, seven were killed, three 


| were captured and 50 surrendered. In 


Sarawak last year two were captured and 
three surrendered, while in 1981 one was 
killed and two surrendered. 

Internal security operations are the re- 
sponsibility not only of the army and the 
Defence Ministry but also the police, 
which is under the Home Affairs Ministry. 
During the emergency of 1948-60, the 
police played a far larger role than the 
army and operations were under police 
control. 

The primacy of the police role during 
the emergency was demonstrated most 
convincingly by casualty figures. Police 
losses were more than double those of all 
the other security forces combined. It was 
only in the mid-1960s that the army began 
to outnumber the police in manpower and 
to take over more of the counter-in- 
surgency burden. After the 1969 com- 
munal disturbances, when the police 
found themselves fully occupied with the 
maintenance of public order, a new divi- 
sion of counter-insurgency responsibilities 
between the police and the army was 
worked out. The police retained responsi- 
bility for intelligence and combating 
underground activities, infiltration, sub- 
version, sabotage and the like, while the 
army became responsible for operations 
against guerilla forces in the jungle. 





The main burden of the army's counter- 
insurgency operations in the peninsula 
now falls on six northern and central in- 
fantry brigades based at Kangar (Perlis), 
Sungai Patani (Kedah), Kota Baru 
(Kelantan), Temerloh (Pahang), Kroh 
and Ipoh (both in Perak). Anti-guerilla 
operations also continue in Sarawak. In 
their counter-insurgency role, the army 
brigades are assisted by the Police Field 
Force (PFF), which assigns battalions to 
particular army infantry brigades. 

In theory the army concentrates on 
deep-jungle operations, while the PFF 
looks after the jungle fringes and more 
populated areas. But in practice, army 
units also operate in populated areas, The 
PFF has also been allocated the so-called 
bamboo area, populated largely by orang 
asli (aboriginals), in the highlands. Here 
the PFF, including its two orang asli bat- 
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Abu Bakar: two-role armed forces. 





talions, operates directly under the com- 
mand of the army's second division head- 
quarters in Penang. 

The PFF has grown from 14 battalions 
in the early 1970s to 20 today, with about 
20,000 personnel. Its members are trained 
in jungle warfare and have armour, such 
as Ferret scout cars and V150 Commando 
armoured personnel carriers similar to 
those operated by the army. In addition, 
the PFF has a special commando unit, 
nicknamed “Vat 69" and modelled on 
Britain's Special Air Service, which con- 
ducts special missions in close cooperation 
with the police Special Branch. 


he PFF, however, is still essentially a 
police force despite its paramilitary 
role. PFF members are not recruited directly 
but are ordinary policemen who are as- 
signed to the PFF for an initial period of 
seven years, after which many go back to 
other police duties. Traffic policemen, for 
example, might be ex-PFF men. 
PFF battalions are usually placed for 
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bases, where they reve koral police 
duties. Thus PFF personnel may be called 
out to back up the 2,500-strong Federal 
Reserve Unit (nicknamed “For Rough 
Use”) in controlling a demonstration or 
strike or take over such general duties as 
patrolling crime-prone areas, providing 
protection for visiting foreign dignitaries, 
or keeping order at football matches. 

PFF men have two uniforms — the stand- 
ard police khaki and jungle-green. Ac- 
cording to one officer, choice of uniform 
depends on psychological impact. “If [Bri- 
tain’s Prime Minister Margaret] Thatcher 
visited Malaysia,” he says, “they would 
wear khaki, but when in the jungle or at 
the football stadium they wear green.” 

In addition to the PFF, the police estab- 
lished Area Security Units (ASUs) in 
1976, a revival of the Home Guards of the 
emergency period. ASUs are locally re- 
cruited units of platoon size, whose mem- 
bers have the local knowledge that the 
PFF and army lack. ASU members are not 
part of the police force but are led by 
police officers and non-commissioned of- 
ficers. They are given jungle training and 
go on jungle patrols of up to three days. 
There are now 89 ASUs in the peninsula 
with a combined strength of 3,500, while 
in Sabah and Sarawak the border scouts, 
numbering about 1,200, perform a similar 
role. 

Perhaps the most crucial contribution of 
the police to internal security is made by 
the Special Branch. The army depends 
heavily on intelligence supplied by the 
police for its counter-insurgency opera- 
tions, and military intelligence officers are 
seconded to the police headquarters in 
order to maintain close liaison with the 
Special Branch. It is often said that this is 
made up almost entirely of Chinese be- 
cause its main target is the mainly ethnic- 
Chinese CPM. Its concerns, however, are 
not limited to the CPM but also cover 
other areas such as communalism and the 
like. While it is probably true that the Spe- 
cial Branch unit concerned with the CPM 
is predominantly Chinese, it is believed 
that this is not the case for the branch as a 
whole. 

The close cooperation between the 
police and the army in counter-insurgency 
is institutionalised at the top in the Na- 
tional Security Council, chaired by the 
prime minister and having both the chief 
of defence forces and the inspector-gen- 
eral of police among its members. Internal 
security operational measures are en- 
trusted to a sub-committee of the council, 
the Operations Planning Committee, 
which is co-chaired by the defence and 
police chiefs. 

Despite the growing emphasis on pre- 
parations for conventional warfare, the 
only action that Malaysia's security forces 
are likely to see in the short run at least 
(apart from participation in the United 
Nations contingent in Namibia) is in 
counter-insurgency operations within 
Malaysia’s own borders, In this area the 
police contribution will continue to be im- 
portant. — HAROLD CROUCH 


OCTOBER 20, 1983 ө FAR EASTERN ECONOMIC REVIEW 












an 


Turnover: US $600 million 
Employees 
13,000 worldwide 


Production plants, subsidiaries, 


joint ventures and agents 
in 80 countries 


in a prestigious 
store ates 


ELEVATORS AND ES 
MINING MACHINE 


KONE 
gives you more 


The business of business is profit. KONE's success in business 
is based on innovations which generate higher profits 


TORS • CRANES ANDE 
D WOODHANDLING Ё 


for our customers around the world. 
A good example is the SCD Static Con- 
verter. This patented elevator drive system 
is so efficient it can cut your energy costs 
by 40—60 %. In addition to being fast, 
accurate and exceptionally reliable, 
it is also unquestionably the 

quietest system of its kind 

And there are many othe 
outstanding KONE products 

designed to give you more 

Find out how you can benefi 

from KONE expertise 

Write to our president 

Pekka Herlin 


contact you 
nearest KONE 
representative 


Our Annual Repor 
is available upon reques 


P.O. B 

SF-00331 Helsinki 
Finlan 
Telex: 124466 kone + 


0 ISTS • MATERIALS HANDLING EQUIPMEN 
TS © ELECTRONIC MEDICAL INSTRUMENT 


EQUIPMENT 











Our traditions. 
Even in the future, they'll 


always give pleasure. 


Gracious hospitality is an art with us. The art of 
giving pleasure. And while this is an art with ancient 
origins, it means as much today as in the past. That's 
the pleasure of flying Japan Air Lines. 

Expect a warm and gracious welcome. Attention 
to the smallest detail. Smiles that reflect the pleasure 
we take in serving you. 

Of course, you may wonder how the airline soon 
to have the largest fleet of 747's, carrying a quarter of a 
million passengers a week, can practise such an art. 

But it's not as difficult as it may seem. Because 
hospitality and refinement are traditions of ours. And 
like all great traditions, their secret has never been lost. 

They are preserved for today and for the future 
by the world's second largest airline* 

5o naturally, it's always a pleasure to welcome 
you aboard Japan Air Lines. 

And we do a great deal to ensure that you will 
always find pleasure in flying with us. 


It's always a pleasure. 


JADAN AIR LINES 





"Source: International Air Transport Association 
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Теа timely cash flow information. 
Manufacturers Hanover ensures that at your 
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mely transaction details on your account 
with us in New York. 
a It’s the most advanced telecommunications capabilities 
available today. We offer state-of-the-art S.VW.LET. 
capabilities, in addition to our sophisticated private 
telecommunications system, ensuring utmost speed and 
accuracy in transaction processing, account inquiries 
and information retrieval. 








-It's automated clea) 
. When you send messa 0 
| tronically, your U.S. dolar; р те 
‘ате processed by Manufacturers 
Hanover and sent to the U.S. paymen 
;system with. no manual intervention 4 
virtually error-free. 












тев Manufacturers Hanover, clearing bank to the wo! ld. 
Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. d 


We are committed to providing you with high quality | 
banking services and products—in a timely, accurate way. а 


But more. important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty you will find exceedingly difficult to matcl 


MANUFACTURERS HANOVER 


International Banking Group 


World Headquarters: 270 Park Avenue, New York, NY 10017 

In Asia and the Pacific Basin: Branches - Hong Kong, Manila, Seoul, Singapore, Taipei, Tokyo 
Representative Offices: Bangkok, Beijing. Bombay. Jakarta, Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong, Los Angeles, San Francisco 











The ability to lend financial 
assistance goes infinitely further 
than a knowledge of finance. 
Without the specialized knowledge 
of your venture this form of 
assistance would be, to us, pure 
speculation. The Norwest Promise 
encompasses considerable, in- 
depth experience in specialized 
fields such as Hi-tech, 
Agriculture, and Energy. 


The Norwest Corporation, head- 
quartered in Minneapolis, has over 
800 offices throughout 42 states in 
the U.S.A. And now Norwest 
Asia Ltd. brings to the East the 
accumulated knowledge needed to 
provide a full spectrum of both 
highly specialized and general 
commercial banking services. 


As always, with these services 
comes the Norwest Promise. The 
promise that your success will be 
our success, 





A wholly-owned subsidiary of 
Norwest Bank Minneapolis, N.A. 


The Norwest Promise on lending, letters of credit, transfers and foreign exchange can be discussed with Gary B. Hawk, Managing Director 
Norwest Asia Ltd., 3602 Edinburgh Tower, 15 Queen's Road, Central, Hong Kong. Tel: 5-213651 Telex: 61468 NWAL HX 


Dining alone 
need not mean dinins lonely. 


Unsolicited letter from an actual hotel guest. 


It’s a very delicate situation. 

A person dining alone in a hotel 
restaurant may wish to be left 
to herself. Or she may 
appreciate a little attention 
during the course of 

the evening. 

The difference between the staff 
at a first class hotel and those 
at lesser establishments lies 
precisely in their ability to read 
the situation. 


І would be grateful if these tokens of 


my appreciation could be given to the 
young gentlemen who looked after me MAL ае; > 


so attentively, but not effusively, when 1 


dined at The Belvedere last night. — 
They made the difficulty of dining Mrs M C Murdoch 
alone most comfortable. Frankston, Victoria. Australia 


Df ` 94 

Sindarin ngere 
In the tradition of emperors. < 

Represented by HRI. Your travel agent knows all about us. 
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; | almost as old as the Chinese film in- 
dustry itself О ting in Shanghai in the 1920s, the first of 
these "action-packed screen dramas cashed in on the contempo- 
тагу popularity of pulp novels, drawing liberally on traditional 
tales and legends of superhuman swordsmen and magical feats. 
One such story, The Legend of the Strange Hero, proved so dur- 
able since its original publication in 1928 that it has survived at 
“least five film adaptations in as many decades. 

; Tightening censorship and the Chinese cinema's growing en- 
gagement in social issues, resulted in comparatively few martial- 
arts films being produced i in the 1930s. But after the 1949 revolu- 
tion, the Chinese commercial-film industry left Shanghai for 
Hongkong, and the martial-arts cinema flourished again. 

This cinema-form’s survival depended on a variety of factors. 
Martial-arts films are artistically unique, influenced by all the ar- 
tefacts of kung fu culture, both high and low: comic books and 
classical Chinese literature, TV serials and traditional Chinese 
painting, superstitious beliefs, pulp novels and so on. For most 
people, the films reinforce common suppositions about child- 
hood myths and legends, underpinned by a historical tradition of 
institutions such as the Shaolin Temple, and personalities whose 
attributes (and occasionally existence) can be neither proved 
nor disproved. 

In the hands of its most adept practitioners, the martial-arts 
film plays on beliefs suspended somewhere between historical 
legend and contemporary fact. Most Cantonese in Hongkong 
for example, know of Huang Fei Hung—a supreme exponent of 
the Hong boxing style, the personification of Confucian virtue 
and a pillar of Chinese tradition in changing times — or so the 
cinema has it. For though Huang did exist, little is known of his 
ae ee postures. In fact most people associate Huang with 


wan Tak-hing, the actor who portrayed him as a paternalistic 
martial-arts teacher for more than two post-war decades in close ' 


to 100 films. Today, popular consciousness regards Kwan ac- 
tually as Huang, the perfect product of intercourse between film 
and reality. 

The Kwan-Huang phenomenon is unique, but it does show 
that kung fu films cannot be too divorced from either myth or 
reality. The audience's preference for the modern is tempered 
however by an inbred (or cultivated) conservatism which de- 
mands at least the guise of tradition. Few martial-arts films are 
located in a précise time or place, rather they take place on an 
abstract historical plane (like a fairy tale) which is then given the 
trappings of contemporary life. Mandarin martial-arts films 
made in Hongkong in the 1960s for example, regularly pre- 
sented a plot in which individuals or groups competed for secrets 
or valued objects such as sacred texts or swords. Through all of 
this wandered the smart swordsman who knew all the tricks of 
his trade and his way around the courts and inns of ancient 
China. 

Kung fu films were successfully revitalised — after actor 
Bruce Lee's death — by the introduction of humour which 
seemed more appropriate to contemporary comedy than period 
epics. Nevertheless, they proved immensely popular. Similarly, 
one of Hongkong's most successful productions of 1982 — Zu, 
Warriors from the Magic Mountain — was a science-fiction kung 
fu extravaganza complete with the latest high-technology special 
effects from Tokyo and Hollywood. In martial-arts films, audi- 
ences like to identify with chivalrous knights, swordsmen or 
heroic fighters of the past — but only if their values and wise- 
cracks are tuned to the modern world. 
© The popular тушор adu by the martial-arts 
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The roots of kung fu: illustration from early publication 0 


cinema and the various links these films make with: 
rary reality have however, given it another, more: 
mension. Almost all post-war martial-arts films which сө 
the genre have been produced by and for the Chinese сопи 
de mainland China. And to this end, they can be re 
mythic remembrance, ап emigrant cinema for à 
ence seeking not only its identity and links with an often 
nary cultural past, but also its legitimisation. 

Lee's films remain statements ón the mythological s 
Chinese martial arts and national identity. ‘Born in the 
States, Lee worked as a child star in Hongkong film: 
te he University of Washington. Returning to Ho 

inning of the 1970s, he starred in, ani 
ss the feelings of the Overseas Ch 

allin the quest mould and always show the їп 
Chinese kung fu over other styles (suc Japan 
which signified a restless spirit looking for its form an 
place. And it can be seen that the appeal of Lee's cinema lay 
only in the charisma of the star or his effortless displays o! 
but in its ability to inspire a national pride. 

Lee's cinema was not an isolated case. King Hu, tran 
1949 from Peking, has never made a film about Hongk 
stead he has celebrated — particularly in A Touch of Ze 
classical world of the Chinese landscape painting, ani 
elegant scholars, coürtesans, monks and swordsme 
King's films, and those produced at Shaw Brothers’ studi 
1960s, are meticulous reconstructions and create for the 
ences two or three dreamy ideals of China. The China 
in the realistic Huang Cantonese films of the 1950s г 
cal, hermetic worlds of King in the 1970s have ne : 
the audiences’ experience: In these popular tales, we 
sented with the China that all emigrants dream abou 
darin filmmakers in their films of traditional life and mar 
schools tried to recreate a China and a society which had 
disappeared. But whether the China which is presente 
literary, mythical, or rural, does not matter — what does 
itis more of a comforting ideal than real. And like all prodi 
popular culture, this cinema deals in idealistic ethic 
versus bad, virtue triumphant over corruption. Villains 
heroes live to fight another day. 

In this sense, the martial-arts cinema has alway: 
escapist. But the fantasy to an audience "far from home,’ 
kind of reality which satisfies a more tangible cultural ne 
the desire for a link with tradition, no matter how tenuo 
imaginary. The films have fulfilled this function with the 
bility and appeal of folk-tales. And, like the story-telle: 
tradition, the martial-arts cinema does not run. ou 
dreams — it just repeats them until they too, 
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‘crease of more than 35%. 
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ongs 


ruce Lee was launched into interna- 
tional stardom with two phenomen- 


$ ally successful kung fu films: The Big Boss 


(1971) and Fist of Fury (1972). Since then 


other kung fu directors and stars have had 


to fight hard to avoid being swamped by 
his reputation and to continue to produce 
equally successful films. Both films were 
produced relatively cheaply, the scripts 


- seemed almost identical, and the direction 


appeared to have been outside the direc- 
tor's control. Lee's two-fisted anger and 
almost fanatical will to succeed more than 
carried the films along. 

The genre, of course, has survived and 
prospered mainly through a refinement of 
the formula and the injection of new ta- 
lent, Jackie Chan and King Hu are just 


- two of the big-name directors who have 
~ added their skills to the continuing success 


of kung fu cinema. And two of their films, 
The Young Master (1980) and The Fate of 


Lee Khan (1973), are testimony to their 


talents and success at the box office. 
The hundreds of films produced in 
Hongkong in the past 10 years have had 


more than reputations to contend with — 


even the inexpensive seven-day wonders 


have had to fight an enemy that few other 


ustries have been able to deal with en- 


шге successfully: inflation. Inflation has 


ually cut down the number of kung fu 
Ims being made by major studios: Gold- 


_ en Harvest, for example, rarely produces 


more than six a year, and of Shaw 


- Brothers’ 40 films a year, only a dozen or 


so are kung fu works. In the past five years 
production costs on kung fu films have in- 
creased 300% and in the past 10 years 
their costs have gone up 100095. And costs 


- are still rising steadily. 


Worrying though inflation is, the Hong- 


- kong film industry's record is impressive. 
_ The industry now provides employment 


for 30,000 people, which is twice as many 


| as are employed in Hongkong's food in- 
dustry and more than are employed in the 
territory's publishing and printing indus- 


try. The total number of people employed 


_ in the film industry accounts for 3.3% of 


the territory's workforce. 
People in Hongkong value their cinema 


- highly and this is reflected in consistently 
- high box-office returns. At the moment 


the most complete figures available are for 
1981, and during that year people paid 
more than HK$411 million (US$50.12 


— million) to be entertained at the cinema. 


In 1982 it was expected that the figure 
would reach HK$558 million, or an in- 
Ticket sales 
were 65 million in 1981; in 1982 they were 
expected to increase to 77 million; and in 
1983 the estimates range upwards of 85 
million. 

The number of cinemas has also in- 
creased, from 75 in 1978 to the present 86, 
resulting in a dramatic increase in cinema 


cinema survives, 
despite soaring production costs 


—. By lan Findlay 


audiences. In the early 1970s films from the 
West accounted for as much as 66% of 
cinema attendances: today the figure has 
been reversed to the point where Chinese 
films represent a phenomenal almost 65% 
of attendances. 

Since the early 1970s kung fu films have 
been struggling for respectability and this 
quest for quality productions has thrown 
up the occasional perfectionist mad-hat- 
ter. One such is the popular and talented 
Chan, an inimitable kung fu actor, direc- 
tor, and comedian who has been in the en- 
tertainment business since childhood 
— first as a Chinese opera actor and now 
as a director of highly successful films. But 
his search for perfection has added fantas- 
tically to the cost of his films. When he 
made Dragon Lord (1982) on a budget of 
HK$16 million he struggled through 2.000 
takes of the same 90-second action se- 
quence. These takes represent the entire 


Jacky Chan hams it up: talent and box- office SUCCESS. 





film stock allowance of half-a-dozen 
major mainland Chinese productions. 

Ten years ago Chan's HK$16 million 
budget would have been enough to pro- 
duce 30-50 average kung fu films, whose 
budgets then were HK$300-500,000. In 
1972. Lee's second feature film, Fist of 
Fury, shot in Thailand, cost only 
HK$600,000 and set a record in box-office 
returns in its day of HK$3.5 million. A de- 
cade later the film is still being shown 
around the world and no precise figure on 
box-office returns is available but it is be- 
lieved to run into many millions of US dol- 
lars. A good average net return in the 
early 1970s was about HK$800,000 in 
Hongkong with regional earnings in Sin- 
gapore, Thailand, Malaysia and Indonesia 
being some distance behind. 

Five years ago the cost of a kung fu film 
had reached around НК$1 million, and 
costs were escalating. Warriors IT (1978) 
had a budget of HK$2 million and netted 
only HK$2.5 million. By 1981 Michael 
Нш comedy Security Unlimited was shot 
for HK$9 million and returned HK$18 


Shortly after 





kun 

The Young Master was сфер at 
around HK$8 million and grossed HK$16 
million in Hongkong. 

And in 1983 costs are still climbing. 
Winners and Sinners, starring Chan and 
directed by Samo Hung, was completed in 
June this year with a budget of HK$12 mil- 
lion. Two: months after completion the 
film had already taken HK$34 million in 
Hongkong and Taipei alone, and it is ex- 
pected to do even better in Japan where 
Chan is extremely popular. But the box- 
office record is held by Cinema City’s 1982 
hit Aces Go Places which was budgeted at 
around HK$8 million and eventually re- 
turned HK$27 million. Although the fig- 
ures appear to be impressive the actual re- 
turn on films has not increased in propor- 
tion to production costs. 

Hongkong’s film industry is entirely in 
private hands and receives no government 
support. It is one of the few film communi- 
ties in the world in this position. Without 
any kind of subsidies to rely on the film- 
makers have to sell hard in the region to 
make money. Traditionally good markets 
such as Singapore and Malaysia are be- 
coming increasingly hard to penetrate. 
Today, companies are being 
hindered by restrictive prac- 
tices. According to Louis 
Sit, head of production at 
Golden Harvest, there are 
strict import quotas on Can- 
tonese films in places such 
as Singapore and Malaysia, 
where much of the Chin- 
ese audience is Cantonese- 
speaking. 

Back in Hongkong, the 
demand for high personal 
fees escalates costs even 
further. The greatest in- 
crease in any single item of 
the budget, outside the big 
costume dramas, has been 
the individual fees paid to 
leading directors and stars 
— 10 years ago the fee was fixed and low. 
Today, a top-rate director who may take 
around a year to finish a film, as compared 
to four to five months per production 10 
years ago, will command as much as HK$1 
million plus a percentage of the gross. 
Leading stars' fees are about the same. 
The average director on a Golden Harvest 
production, say, might command around 
HK$200,000. According to Russell Caw- 
thorne, the studio's vice-president for in- 
ternational marketing and advertising, 
personal fees can now account for as much 
as 50-66% of the total production budget. 

As costs rise and, in some cases, mar- 
kets shrink Hongkong's film companies 
are looking for new ways to increase their 
revenues. One area where a great deal of 
hope lies is video. Although estimates on 
returns from video licensing sales are un- 
available, sources in the industry appear 
to be well pleased with present sales of 
kung fu video tapes with dubbed English 
soundtracks. Video will also help the com- 
panies to open up markets which were 
previously very slow. a 
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Cleansing the soul with 
a good lather of soap 


By Ian Buruma and Michio Tsuda 
ES morning at 8:15 millions of Japanese are glued to their 
TV sets. The focus of their fascination is a soap opera depict- 
ing the hard, hard life of a woman named O-Shin. Played by 
three different actresses during the course of her life O-Shin is 
born in a remote village in the frosty northeast. Suffering all 
manner of hardships she finally ends up owning a supermarket 
chain. Then, feeling that something is missing, she goes soul- 
searching back to her village for that indefinable something she 
might have lost in her struggle; she goes hunting for her roots. 

O-Shin has become a national folk heroine. Products are 
named after her, she is featured in comic books, and courted by 
politicians. The minister of education even invited the 10-усаг- 
old actress who plays her as а child to his home. 

This in itself explains a lot. Like most folk heroes and 
heroines, O-Shin is a profoundly moral idol. She represents 
what the Japanese like to think are their best national qualities: 
thrift, hard work, innocent purity and a cheerful capacity to take 
punishment without complaining. АП this is deemed excellent 
for the soul; of such qualities is made the "spirit of Yamato." 

O-Shin actually fits into a long tradition of long-suffering 
Japanese heroines, sacrificing themselves in one way or an- 
other. In the cinema there used to be a special genre called 
haha-mono, “mother things,” all about suffering mothers who 
usually end up throwing themselves in front of trains. 

Japanese like to see their idols suffer. There are several possi- 
ble explanations for this. One obvious one is that it makes the 
average person feel more secure about his or her own life. Also, 
members of a socially repressive society, which Japan in many 
respects still is, find it easier to identify with failure than success. 

The most repressed members of Japanese society have tradi- 
tionally been, and in many ways still are, women. Most melan- 
choly heroines in popular culture are consequently women. This 
appeals to the imagination of both sexes, for men think of their 
mothers and women of themselves. O-Shin is a typical “homu 
dorama" (TV soap opera in Japanese-English) heroine: she is 
bullied by an evil mother-in-law, and treated with indifference 
by her inept husband who is still tied to his mother's apron 
strings. This is a common pattern in these kinds of stories, and 
one with which Japanese women seem to identify readily. 

Where O-Shin differs from most of herhomu dorama sisters is 
that she is born in poverty. This is unusual. Most TV heroines, 
no matter how much they suffer from their mothers-in-law, are 
comfortably middle class, more comfortable, in fact, than most 
viewers. TV developed alongside the Japanese economic mira- 
cle and thus it is a solidly middle-class medium, promising 
riches, rather than dwelling upon the poverty of the past. 

Why, then, this adulation of a poor peasant girl, whose pov- 
erty, at least in the beginning, is almost presented as a special 
virtue? One possible reason is that many Japanese, especial- 
ly those of the greying establishment, feel that now the 
miracle has come to pass, things are getting far too cushy. O- 
Shin, at least to people of this persuasion, of whom there are 
many, is the perfect idol to put the young back on the right track. 
Teachers and parents, normally not inclined to encourage TV 
viewing among the young, actively promote O-Shin. 

Not everyone in Japan has reacted this way. An editorial in 
Chuo Koron, one of the most distinguished Japanese 
magazines, warns against the extolling of hard work as a national 
virtue. This may have helped us in the past, it argues, but it could 
now increase international trade friction. This seems an exag- 
gerated view. Poverty has receded far enough into the past that it 
can now evoke a feeling of sentimental nostalgia; Japanese can 
sit back and be proud of the way they, like O-Shin, escaped from 
poverty. As for the soul-searching for those warm, human 
values lost in the struggle, that is a mark not of a people who 
work too hard, but of a middle class becoming maudlin. 
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A DEPENDABLE 
SUPPLIER OF CABLES Ў 
AND CONDUCTORS ` £ 


PLECTROEXBORTITIDORT 


Offers: 


PVC insulated and paper insulated underground 
power cables. Rated voltage: 0, 6/1;3, 5/6: 

5, 8/10 kV 

Paper insulated lead sheathed local telephone 
cables ve 
Enamelled copper wires manufactured accord- ` 
ing to the most up-to-date requirements of the 
market : 
PVC insulated wires for permanent installation 
Rubber insulated flexible cables and cords 
Aluminium conductors and steel-cored 
aluminium conductors 


Apply for further information to 
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Foreign Trade Company 
Bucharest — Romania 
133, Calea Victoriei 
Telephone: 50 28 70 
Telex: 11388 
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n The China 
` Official Annual 
. Report 1982/83 


MI the information 
China you'll ever 
d! 
u: 


The 939-page China Official Annual Report is without 
bt the single most complete reference work ever 
oduced about China. Its contents range from the land 
its people to business, economics, finance, culture, 
cation, politics, science and technology and countless 
er subjects. 
What is it? 
The result of thousands of man hours the COAR 1982/ 
was written and edited by the New China News 
отрапу, a group of dedicated professionals who know 
na intimately. The result is a book of unmatched 
th and depth. 
Yho needs it? 
Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 
а тш immediate disposal. And like its companion 
ublication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
ral use of charts, maps, tables and colour photos 
es the COAR enjoyable as well as informative 
ding. 
How to get it 
Order your copy(s) now by simply completing the 
upon below and returning it together with the indicated 
E US$60.00 (or the equivalent in local 
ency). 


The China Official Annual 
Report 1982/3 for which 1 
enclose US$60.00 per copy. | 
For surface mail delivery 

add US$7.00, for airmail | 
delivery add US$17.50. 
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зд Address: 
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Law Annual 
Report of China 
— 1982/83 






A road map through 
the labyrinth of 
China's legal system. 
Now only US$85.00 

























The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws, The Law Annual Report 
now puts these changes into perspective in a single handy 


' up-to-date volume. 


What is it? 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, financier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 
giant. 

How to get it 

Simply complete the coupon below today and send 
together with your payment in the amount of US$85.00 
(or equivalent in your local currency) per copy to the 
indicated address. 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


The Law Annual Report of 
China 1982/3 for which I 
enclose US$85.00 per copy. | 
For surface mail delivery 

add US$7.00, for airmail 
delivery add US$17.50. 


эзем copy(s) of | Buy both and save US$15.00 | 


С) © Please send ........ set(s) of both 
The China Official Annual | 
Report and Law Annual Report 
of China 1982/83 for which 1 | 
enclose US$130.00 per set. 


For surface mail delivery | 
add US$14.00, for airmail 
SS Sec ies Fe | delivery add US$35.00. | 
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Skating past a legend; capitalism meets communism: technically excellent and politically telling. 








PHOTOGRAPHY 


Political portraits of the present 


China after Mao; 'Seek Truth from 
Facts' by Liu Heung Shing. Penguin. 
HK$79 (US$9.60). 


IT is a rare thing to see a political story 
told effectively in photographs. Liu 
Heung Shing, born in China but educated 
in Hongkong and the United States, has 
been working in Peking since 1976. His 
photographs — technically excellent in 
themselves — tell the story of the flourish- 
ing democracy movement after the death 
of Mao, and its wilting after the crack- 
down on free political expression in 1981. 

Pin-sharp, to the point and frequently 
witty, Liu's pictures are a far cry from the 
cute babies and heroically smirking work- 
ers of the official media, or the sentimen- 
tality of the professional prettifiers. Even 
a panda kissing its trainer is somehow 
shown as natural — not cloying — and ex- 


tremely amusing. Even in prudish Peking, 
the photographer has managed to catch 
some erotic moments, including one in 
which two lovers must be relieved their 
faces were not visible. And on the facing 
page, a priceless group of what are called 
colloquially “spare-time Overseas Chi- 
nese" — young people who dress up in 
trendy foreign clothes. 

Portraits of Mao play an important part 
in the book — not to demonstrate the mas- 
ses’ love for the late chairman, but to show 


cover, a Mao portrait peers enigmatically 
through the scaffolding of a work site 
where the men are taking a smoke-break. 
A huge portrait wrapped in polythene 
seems to be going for a walk on the tiny 
feet of the person carrying it from behind. 





A wall-portrait is all but obscured by old | 


boots on a shelf. A boy roller-skates on 


how far his image has slipped. On the | 


one leg past an imposing stone statue. An 
advertising agency's art department 1s 
covering portraits (short-lived) of Mao's 
successor Hua Guofeng. And a Tibetan 
worker holds up a rival lapel-badge with 
the portrait of the Dalai Lama. 

As a news photographer, Liu's work in- 
cluded shots of distinguished foreigners in 
China — often clowning, as distinguished 
foreigners are prone to. American pub- 
lisher Malcolm Forbes demonstrates a hot- 
air balloon at the Great Wall. Muhammad 
Ali throws a playful punch at a bronze 
| lion. Pierre Cardin fiddles mincingly with 
a Chinese man's coat collar. Prince Noro- 
dom Sihanouk points, for some reason, to 
a portrait of himself. Richard Nixon pre- 
tends to be a waiter. And in a hilarious 
| penultimate shot, Deng Xiaoping gives 
American super-capitalist Armand Ham- 
| mer an appraising sidelong glance. 

Liu's bureau chief at Associated Press 
in Peking, Vicky Graham, has contributed 
| clear, informative chapter introductions to 
| a memorable record of seven years' first- 
rate photography. — DAVID BONAVIA 


| 





FICTION 


An everyday story of country folk 


The Village by the Sea by Anita Desai. 
Allied Publishers, New Delhi. Rs 35.00 
(US$3.50). 


ANITA Desai's novels tend to be about 
family life and how individuals adjust 
within the family unit and from there into 
society. While her previous novels have 
dealt with an urban, middle-class milieu, 
this is probably her first to depict a village 
family's basic struggle for survival. 


The Village by the Sea contains all the | 


stereotypes of Indian village life. There is 
the drunken father, the uncomplaining 
sick mother, the eldest daughter who 
takes on the responsibility of keeping the 
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family together and feeding them. And 
there is the son who typically goes off to 
seek his fortune. But having tasted life in 
bustling Bombay, he returns home with a 
greater appreciation for the village and a 
better understanding of the forces that 
necessitate the transformation of his fish- 
ing village into a factory town. The villagers' 
reaction to industrialisation is beautifully 
etched, as is the politicians’ exploitation of 
| the changes that will be wrought. 

The interesting factor in Desai's por- 
| trayal of Bombay is that it is balanced: the 
bustling metropolis, every villager's 
dream and nightmare of the city. It would 
have been too easy to show how the inno- 





cent village lad is corrupted by wicked city 
dwellers. But she has chosen to show 
| those who help him — his plight evokes 
some responsive chord in them and they 
do not lose by assisting him. Desai seeks 
harmony even in opposing elements. 

But, though this novel is perfectly writ- 
ten — Desai's craftsmanship is impeccable 
— it lacks soul. Whether this is because 
the milieu is an alien one, or because the 
fiction has not been able to transcend real- 
ity, is difficult to say, but it lacks the ten- 
sion and passion of her first novel Cry the 
Peacock or the gradual understanding of 
self as in Clear Light of Day or Fire on the 
Mountain. The vitality of those novels 
made them a part of the reader's experi- 
ence while The Village by the Sea has à 
monotonous quality which reduces it to 
the ordinary. — GEETANJALI SINGH 
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BUSINESS AFFAIRS Rice 


The beleaguered Philippines is forced to tighten its belt still further 


The crunch comes 


By Guy Sacerdoti 

Manila: The political tremors following 
the August 21 murder of top Philippine 
Opposition leader Benigno Aquino have 
Sent capital fleeing in such volume as to 
render meaningless an economic austerity 
programme for 1983 which has the sup- 
port of an International Monetary Fund 
Standby credit. The balance-of-payments 
deficit, had ballooned to a record for the 
first nine months, forcing policymakers to 
devalue the peso once more (the last de- 
valuation was only in June), The тоуе% 
impact, on prices particularly, means 
further suffering for most Filipinos for at 
least the next year or so — regardless of 
whether the political situation stabilises or 
not. 

Government leaders say that before 
Aquino's assassination, the austerity 
programme for 1983 was largely on 
course. No major policy adjustment 
would have been necessary even though 
the measures taken to reduce the de- 
bilitating balance-of-payments deficit 
began to take effect only in the third quar- 
ter. 

Since the Aquino murder, however, re- 
corded capital outflows from the Philip- 
pines have reached a staggering US$500 
million. Another US$200 million has been 
estimated to have left the country illegally 
(that. is; via the black market). About 
US$300 million worth of short-term re- 
volving credits have not been renewed, 
while trade-related short-term borrowings 
Which were renewed carry shortened re- 
payment periods averaging 90 days. 

The macro-economic programme ac- 
companying the IMF one-year standby 
credit of 315 million special drawing 
rights, or SDRs (US$334 million) has had 
to be abandoned owing to the “substantial 
deviations" in the есопоту`$ perform- 
ance. The undisbursed portion of the 
loan must now be included in an extended 
I3-month programme currently being 
negotiated for the rest of this year and all 
of 1984. The failure of the standby will 
mean an even tighter noose around the 
economy, almost to the point of strangula- 
tion. Some of the effects include: 

» The 21.4% devaluation of the peso 
against the US dollar on October 5 
brought the guiding rate to P 14:078581, or 
а 52.7% reduction in peso terms since 
January 1 (when the exchange rate was 
P9.17:US$1). Using the IMF formula, the 
total devaluation has been 34.5%. 

» An increase in banks' reserve requirc- 
ments from 20% (0.23% was expected to 
be announced on October 14, to help keep 
new credit at an equivalent level to gross 
national product growth, or about 3%. 
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» Increased peso costs of debt servicing 
will cut deeply into almost every budget 
programme, causing the postponement or 
scrapping of certain infrastructure and in- 
dustrial projects — such as the planned 
US$1 billion steel complex. 

» Intensified restrictions оп capital- 
goods imports, tighter controls on over- 
seas worker remittances and limitations 
on foreign travel can all be expected in the 
months ahead. 

These measures are aimed at a prodigi- 
ous goal — to reduce the balance-of-pay- 
ments deficit, which soared by US$800 
million during the third quarter to a record 
of US$1.36 billion for the nine-month 
period, to a few hundred million dollars in 
the fourth quarter and to wipe out the de- 
ficit entirely in 1984. As impossible as that 
may seem, the government has no choice. 

In the aftermath of 
the assassination and 
current political tur- 
той, the  techno- 
crats, led by Prime 
Minister (and concur- 
rently Finance Minis- 
ter) Cesar Virata, 
need desperately to 
revive some confi- 
dence among interna- 
tional bankers to en- 
sure that no more of 
the estimated US$4.5 
billion in short-term 
debt is not renewed. 
The latest IMF pack- 
age is essential for 
this confidence-build- 
ing exercise to suc- 
ceed, for three rea- 
sons. 

First, the psycho- 
logical impact of 
IMF backing, particularly in approving 
policy adjustments for containing the ba- 
lance-of-payments deficit, has tradition- 
ally pressured banks to maintain their ex- 
posures. Secondly, the government had 
already planned on having the last two 
tranches of the original IMF standby facil- 
ity (SDRs 215 million) to help with the ba- 
lance-of-payments deficit and cannot af- 
ford to let them pass. And thirdly, the 
World Bank has agreed to provide an ad- 
ditional US$300 million from its relatively 
new Export Development Fund to help fi- 
nance raw-material imports for the man- 
ufactured export sector — contingent, 
however, on the approval of a new 
standby-credit programme with the IMF. 

When Virata arrived in Washington in 
mid-September, he hoped to finalise the 





* 
Aquino's widow at an 





mid-term review of the original standby 
facility signed in February. But while the re- 
view, usually ready for discussion by mid- 
July, normally would have been approved 
with revised targets by the end of August, 
new figurescoming in during the politically 
turbulent first weeks of September made 
the revised programme meaningless. 


he original plan was to cut the balance- 
of-payments deficit from the record 
1982 level of USSI.14 billion to about 
US$600 million. But even the revised goal 
of US$800 million was surpassed by Au- 
gust 31 (US$823 million). It was not the 
current account, which actually showed 
some improvement, but the capital ac- 
counts which precipitated the crisis. 
Foreign banks already were either cut- 
ting back on lending to the Philippines or 


ti-Marcos demonstration: political tremors. 





shortening lending periods. And the 
mood was not one of waiting for the mid- 
term review to be approved, but more im- 
portantly discerning what was on the cards 
for 1984. In addition, constraints on IMF 
funds themselves (REVIEW, Oct. 13) 
coupled with Brazil's second default left 
them wondering where needy countries 
such as the Philippines would be left in the 
queue. With the limited funds available, 
programmes for 1984 had to be approved 
by the end of November, so the IMF and 
Virata decided to deal with the rest of 1983 
and all of 1984 in one package. 

The programme is the toughest the 
Philippines has had to face. To help fi- 
nance the balance-of-payments | deficit 
Manila wants to borrow the maximum al- 
lowed under the new quota system, SDRs 
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600 million. How much it will get is 
another question. The current proposal ts 
to add SDRs 100 million to the SDRs 215 
million remaining from the abandoned 
1983 programme, with the rest dependent 
on the borrowed resources of the IMF 
during 1984. Thus, if the new Standby is 
approved, only SDRs 315 million will be 
assured, with only SDRs 100 million of 
that representing new borrowings. But re- 
purchases of SDRs, charges, trust-fund 
repayments and trust-fund interest totals 
about SDRs 314 million during 1984, so 
the net use of IMF resources for the year 
will be negligible, unless IMF commercial 
borrowings become available. 

The programme accompanying the loan 
was to be finalised during a visit of an IMF 
team in the week of October 10. Prior to 
that visit, the major elements have already 
been accepted in principle. The devalua- 
tion was the most important and will have 
the widest-ranging effects. Cost increases 
from the 7.3% devaluation on June 23 are 
only now becoming apparent, with petrol 
price increases, power and telephone rate 
increases and food prices pushing inflation 
up to about 9%. Inventories, particularly 
of oil, are sufficient to freeze most prices 


е: 


The cabinet discusses the devaluation: pa ying the price. 





until December and Virata is predicting a 
real inflation rate for the year of about 10- 
12%. Controlling the rate in 1984 will be 
far more difficult as the effects of the 
21.4% devaluation will then be in full 
swing. 


hile raw commodities such as 

coconuts and sugar will reap windfall 
benefits from the parity shift, the vast 
majority of wage earners will suffer. 
Labour leaders are clamouring for а 
phased increase in the minimum wage 
(some decision was expected on October 
11), but it was expected to be well below the 
size of the devaluation. The government's 
policy will be to protect low-income 
families as much as possible with the 
urban middle and upper classes ab- 
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sorbing the drop in purchasing power. 

While the devaluation will lead to 
higher prices for imports, it also means 
greater competitiveness for-exports. Ob- 
servers have forecast windfall profits that 
will be earned by the exporting coconut 
and sugar industries which will benefit the 
business cronies of President Ferdinand 
Marcos — Roberto Benedicto (sugar) and 
Eduardo Cojuangco (coconuts) — who 
dominate those primary commodity sec- 
tors. The government, however, is ex- 
pected to slap a windfall profit tax on these 
commodities in the near future. 

To maintain the positive effects of a de- 
valuation on the balance of payments, cre- 
dit control is essential to avoid having in- 
flation undermine the competitive gains of 
Philippine products abroad. Government 
policy since 1981 has been to reduce re- 
serve requirements of commercial banks. 
bringing the rate down from 21% to 18% 
in a phased programme ending earlier this 
year. But the need to control liquidity and 
money supply — in IMF parlance, the 
growth of net domestic assets — caused 
the technocrats to push reserve rates back 
up to 20% in the wake of the June 23 par- 
ity shift. Now, the policymaking Mone- 
tary Board is ex- 
pected to approve 
an increase to 23%, 
probably in some 
phased manner by 
the end of the 


year. . 
Credit tightening, 
Strict control on 


foreign borrowing 
and monthly ceil- 
ings on capital 
goods imports will 
not only place a sig- 
nificant damper on 
imports, but experts 
say will slow busi- 
ness generally and 
thus pare down the 
already limited 
economic growth 
targets for this year 
and particularly in 
1984. 

Contracts generated Бу government 
spending for infrastructure projects will 
suffer, as the IMF programme is certain to 
include continued strict restraints on the 
budget deficit. Virata said there is very lit- 
tle leeway on the 1984 budget to begin 
with, and given the debt-service burden — 
the largest budget item — the increased 
peso costs will cut into virtually all budget 
allocations by at least 20%. 

With parliamentary elections scheduled 
for May 1984, the government will try to 
maintain countryside development 
through  local-government allocations 
(REvIEW, Aug. 11), but a major budget- 
slashing within the next few months is a 
foregone conclusion. New capital outlays, 
already 11% below the 1983 budget in real 
terms, will probably have to bear the 
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brunt of the cuts. But that. too, should - E 
help reduce government-sourced imports, 

One effect this slowdown will have on _ 
the balance-of-payments and debt n x 
tion will be to reduce a portion of the 
trade-related short-term financing as a 
percentage of total foreign debt. With the 
pressure from foreign banks to reduce re- _ 
payment periods, the government's policy 
will be to replace as much of these shi 
term liabilities with longer-term loan: 
primarily from multilateral institutions. - 
The approval of the quick-disbursin 
World Bank Export Development Fun 
US$300 million facility will help. 1 

World Bank team was in Manila | 

early October to assess the perfor 
ance of the second structural-adjustment _ 
loan (SAL) programme, and if it gives the 
go-ahead, the last half of the US$302.5. — 
million loan will be released soon. A third - 
SAL is in the planning stages, but is un- 
likely to be agreed upon until mid-1984 at — 
the earliest. E 

While all these actions are designed to” 
avoid the need for debt rescheduling — | 
keeping the Philippines out of the league — 
of Latin American borrowers — a rapid 
approval of the IMF standby facility will — 
not in itself rebuild international confi- 
dence. While it is an essential element, 
it is not enough alone to reassure foreign — - 
lenders. Political stability is the key, and 
widespread uncertainty aroused by _ 
threats of the reimposition of martial law | 
or a military crackdown on demonstra- | 
tions and dissent is keeping bankers wary. 

Even more important will be how the _ 
government plays the economic crisis” 
politically. In April a caucus of Marcos’ _ 
Kilusang Bagong Lipunan (New Society - 
Movement) party attacked the techno- - 
crats, starting widespread rumours that 
Virata would soon be replaced (REVIEW, 
May 5). The criticisms of the highly r 
spected Virata initiated jitters in the intei 
national financial community and led to 
some difficulty in keeping short-term 
volving credits intact. As Virata's positi 
appeared more secure in the following 
months, the pressure eased somewhat. _ 

But following the discussions in” 
Washington with the IMF and the Oc- 
tober 5 devaluation, some political? influ- — 
enced commentators in the local press - 
have once again begun sharpening their 
anti-technocrat knives. An off-hand state- - 
ment by Virata on October 7 that he did — 
not believe the reimposition of martial law - 
would reassure confidence in the economy _ 
led military sources to leak a private note _ 
from Marcos to Virata asking him to con- — 
sult the president before making such re- 
marks. 

That kind of political manipulation by 
the military is unlikely to build much con- 
fidence either. And а resurgence of 
technocrat-bashing could ultimately hurt - 
the economy during the current crisis as 
much as a failure to reach an early agree- 
ment with the IMF. a 
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By James Clad 


| Kuala Lumpur: The current debate on 
_ the privatisation of various segments of 
the Malaysian economy which at present 

re controlled by the government con- 
| tinues to show a clear split in public opin- 
ы ion. But one noteworthy development to 
— emerge from discussions has been the un- 
~ usual unity — in opposing particularly the 
— proposed transfer of social services into 
| private-sector ownership and manage- 
_ ment — shown by the country's trade- 


“a 


— union movement, which has always been 


~ regarded as fragmented. 
— — Vehement dissent against the govern- 
— ments privatisation scheme (REVIEW, 

Sept. 15) is being expressed by the coun- 

_try’s two major trade-union federations, 
— the Congress of Unions in Public and Civil 
Services (Cuepacs) and the private-sector 
_ unions’ umbrella group, the Malaysian 
Trade Union Congress (MTUC). This was 
‘ignited by vigorous opposition expressed 
_ by workers at the Port Klang Authority 
_ (PK A) against the port's planned divest- 
ment to the private sector. There are 6,000 
_ Workers at Port Klang, 30 miles west of 
- Kuala Lumpur and Peninsular Malaysia's 
busiest harbour. 

However, there has been no shortage of 
supporters for the privatisation move. In 
| the rash of seminars and public-discussion 

— groups held on the subject over the past 
- month, widespread sympathy for the 
а ei for “less big government" has 
i n detected, given the disillusionment 
- with the government enterprises’ cost, 
_ performance and increasing numbers (as 
_ many as 321 state corporations), particu- 
- larly at a time when the public debt has 
— grown rapidly to M$43.2 billion (US$18.4 
_ billion) at the end of March this year. 
© Inaddition, many in the majority Malay 
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| Tage chunk welcome the. hiving-off of 
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large chunks of government enterprise be- 
| cause they see this as hastening bumiputra 
- (indigenous) acquisition of equity which 
- could lead to a better chance that the 
| Spread of corporate holdings targeted 
_ under the New Economic Policy (NEP) — 
| 30% bumiputra, 40% other Malaysians, 


_ 30% foreign — may yet be achieved by 
1990 


On the other hand, some critics of 
| privatisation fear a massive public-sector 
| divestment could lead to predominantly 
` bumiputra institutions. A more general 
_ objection comes from those who see 
. privatisation as a nearly total abandon- 

ment of public-service principles. Dissent- 
_ ing economists also doubt the capacity of 
- even the largest local corporations to find 
the resources needed to upgrade or re- 
place public infrastructure such as the rail- 
ways (which is, in the absence of any firm 
word on its prospects, still planning to 


| 68 


E» close ranks over the government's privatisation plans 












spend M$14 billion on refurbishing its en- 
tire west Malaysian system). 

At Port Klang, opposition to privatisa- 
tion became louder in August when at 
least four companies, including one from 
Hongkong, offered bids for operational 
control of container services, deep-water 
servicing operations and bulk-warehous- 
ing services. The MTUC’s secretary-gen- 
eral, V. David, has described the pro- 
posed privatisation of Port Klang as “а re- 
turn to the primitive contract system that 
had been abolished years ago." This is a 
reference to the incorporation, 10 years 
ago, of 3,500 privately employed harbour 
workers into the PKA's system. 

According to the PKA director-gen- 
eral, Hashim Abdullah, the port made a 
profit last year and sent more than M$25 















David: progressive or primitive? "Sa remme av 


million to the federal treasury. Importers 
and road-transport firms, however, said 
the port has lamentably slow turnaround 
times and that, under different manage- 
ment, it could become much more effi- 
cient. Port Klang now handles more than 
18,000 containers a year. 


Fe president of Cuepacs, Ahmad Nor, 
told the REVIEW that his organisation’s 
54 government-sector unions oppose privat- 
isation at Port Klang and elsewhere for two 
basic reasons: first, they fear cost in- 
creases for everyone in the supply of basic 
services, and secondly, they suspect that 
the profit imperative will lead to real in- 
come drops for their members as well as 
weakening terms and conditions of employ- 
ment that took years to achieve. There are 
particular fears about changes to retire- 
ment benefits. “This isn’t Japan,” Ahmad 
said. “The foreign firms that will be at- 
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this timeless touch 
of Ming. 

An ambience you'll 
only find at Ming Court 
Hotels. In Singa 
Penang, Port Di 
and soon, Kuala Lumpur. 
Each a modern, inter- 
national class hotel. 
Warm, friendly and 
gracious. This touch of 
Ming. You'll like us. 


MING COURT HOTELS 
INTERNATIONAL 


Ming Court Hotels International 


— Kuala Lumpur Singapore + Port Dikson.» Pang 
A member of The MUI Group 


Group Sales & Reservations: Kuala Lumpur 03-482691. Telex 32621 MINGKL 
Singapore 02-7371133. Telex RS 21488 MING Р 
Hotel Representatives: Robert Р Leroy & Associates. Chicago. Telephone: (312) 751 — 2525. Telex 190734 
Noah's Ark International Inc. Tokyo. Telephone 03-508-9250. Telex 2227091 
Or call your travel agent 





What large companies and 


For more than 100 years major 
companies and banks have come 
to Morgan for superior trade 
services— documentary and 
standby letters of credit, bankers 
acceptances, collections, and 
reimbursements. 

Now we ve streamlined the 
way these services are delivered 
to make them even more respon- 
sive to the needs of corporate and 
correspondent clients. 

Small teams of Morgan trade 
services specialists are located 
in each of our banking offices 
around the world. They work 
closely with our trade services 
teams in New York, each of which 
serves a single geographic area. 

Here’s how this benefits you. 

Close communication 
Every time you bring Morgan a 
trade transaction you work with 
the same small team. Every 
phase of your transaction — from 
start to finish — is handled by 
members of the team. You know 
them by name, and they know 
you. This close, continuous com- 
munication helps us develop a 
deeper understanding of your 
needs, your way of doing inter- 
national business. 

And because each New York 


team concentrates on a separate 
geographic area it knows all the 
trade rules and requirements in 
its area. The result: we anticipate 
and prevent problems, expedite 
your transactions, ensure com- 
plete accuracy. 

Experience, knowhow 
Today, computers help us give 
you this speed and reliability. 
But no machine can spot dis- 
crepancies in a bill of lading or 
inspection certificate, or route a 
transaction in a more timely way. 
No machine can replace the 
skills of Morgan people in exam- 
ining complex trade documents. 
Some of our specialists have 30 
years of experience. 

This means vou get fast, ex- 
pert answers to questions like: 


Morgan officers Ulrich Gerlach and Hans-Georg 





international trade 


О How can I minimize my risks 
under performance guarantees? 
О What are the restrictions on 
using bankers acceptances prior 
to shipment of goods? 
C] When is it to my advantage to 
have time draft credit terms in a 
letter of credit instead of deferred 
payment? 
C Which protects me better as 
an exporter — a transferable credit 
or an assignment of proceeds? 

There are more benefits to 
using Morgan trade services. 
With $60 billion in assets and 
$3 billion in capital we're one of 
the world's strongest institutions. 
Backed by this strength, and our 
reputation for quality services, 
documents with Morgan's name 
are accepted everywhere without 
question, whether the transaction 
is for $50,000 or $50 million. 

Worldwide resources 
The trade service experts at all 
of our offices and affiliates work 
closely with each other as well 
as with our teams in New York, 
and with the Morgan banker in 
charge of your overall relation- 
ship with us. 

Together they can call as 

needed on all Morgan resources, 
including a global network of 


yanks should know about 
services at Morgan 


=- tdeo te 

At left. Morgan banker Richard Johnson in New York with tw« 
Center, at one of the automated data units serving trade clients are 
Lowell Knauer. Right, two officers of Morgan's Hong Kong office 


correspondent banks, our inter- 


Find out more about how 
national banking subsidiaries in 


Morgan’s trade services are 
key U.S. cities, and our special- designed to meet your interna- 
ists in export finance, cash man- tional needs. Ask your Morgan 


agement, and foreign exchange. account officer for details, or 


The Morgan Bank 


) of the bank's international trade services officers, Alfred Koebel ar 









id Alexander Kennedy 


Atwood Collins. who heads trade services, Maureen Barrett, Robert Springett, and 
David Morris heads general banking; Kenneth Sit's responsibilities include trade services 


write Alexander S. Kennedy. 

Vice President, International 
Trade Services, Morgan Guarantv 
Trust Company, 23 Wall Street, 
New York, NY 10015. 


Member FDIC 













һеге any sense 
in the car you're 
driving? 


| Ü Yes, ifit happens to 
bea BMW5-Series. 




















Н always makes sense to investin a car 
which opens up a new dimension їп 
an exclusive form of motoring pleasure. 

К makes sense to invest in the nerve- 
soothing refinement of a BMW 6-cylinder 
engine, because it's yet another statement 
for performance and progress. 

It makes sense to invest in BMW reliability. 
and in the unrivalled quality of the “Made 
in Germany" label. 

So it naturally follows that it also makes 
sense to want long-life durability. 

Which inturnis justa short stepaway from 
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lookingforwardto a high resalevalueas 
well. Judged rationally, they are all points 
that make it abundantly clear, that your 
decision in favour of the exclusivity of a 
BMW just can't be beaten for sheer 
common-sense. 

And, because these days nothing makes 
more common-sense than driving an 
excellent bargain, no car makes more 
sense than a BMW 5-Series model. 
TheBMW Service-Interval-Indicator 
shown in the picture above is just one 
example of how much progress has been 
achieved in terms of a cars' self- 
responsibility. 

This unique system lets your BMW 
calculate its own servicing requirements. 
It dispenses completely with the conven- 
tional concept of service intervals based 
on "average" values, and replaces it with | 
electronic calculations, which determine . 
the technically and economically ideal 
time for a service inspection. 

These calculations are defined precisely 
and exactly by your personal and indivi- 
dual style of driving. 

Coupled with sensible driving, preferably 
at low engine revs, it means you can 
increase service intervals significantly. 
This new self-reliance from your car not 
only saves you time and money, 

but increases all-round reliability as well, 
Compare the BMW 5-Series with cars 

in the next higher engine capacity range, 
and you'll quickly discover that these cars 
are miles ahead of the field. 



















In fact, as far ahead as progress itsel 
So make sure you'renot trailing behin 
nogoodreason. ^ 

Test drive the BMW 5-Series soon. 


Modeland equipment availabilityi in the BMW inter 
national range may vary from country to cout 


Japan: © ] 
BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, теш (98) 499- sen, 


Hong Kong: 
BMW Concedehsrialres (Н К; )ttd., 163, Mat MA 
Road, Tokwawan, Kowloon, Tel.: S745 2714 | 


indonesia: 


£T. Tjahja Sakti Motor Corp., JI. Cikini Raya 70, 


| Jakarta Pusat, Tel.: 1332913/321375 


‘Malaysia: 

BMW Concessionaires (M): Sdn. Bhd., 42,42-1, 
Jalan Sultan Ismail, Kuala Lumpur 05-12, 

Tel.: 418555 i 


Singapore: : 


; Performance Motors Ltd. 896, РТА 
Зіте Бару безне, 5їпдаро е 2158, Te 


Taiwan: з. 
Pan German Motors Ltd. 349, 
Taipei, R.O.C.;Tel.: (02) 71 33: 


Thailand: 
Continental Auto Centre Co; Ltd: ,8Rongm 
Bangkok 5, Р.О. Box 5/210, Tel. 214- 25207 


United Overseas BankGrou n 
opens ona new note in Seou 


UNITED OVERSEAS BANK GROUP 


Singapore's biggest banking group 





The United Overseas 
Bank Group, Trade Finance 
Leaders in Southeast Asia, 
is pleased to announce the 
opening of its Representative 
Office in Seoul. 


With group assets 
exceeding $$12.4 billion, 
and a network of 87 
branches, 2 agencies and a 
representative office, the 
United Overseas Bank 
Group stretches from 
Singapore and Malaysia to 
Hong Kong, Tokyo, London, 
New York, Los Angeles, 
Sydney, and now Seoul. 


A network which 
makes us well-placed to 
serve you internationally. 


For further information, 
please contact your local 
branch of the United 
Overseas Bank Group, or 
write to Mr Harry Lum 
Kok Tsing, our Seoul 
Representative, at Suite 
1015, 10th Floor, Samsung 
Main Building, 250, 2-Ka, 
Taepyung-Ro, Chung-ku, 
Seoul, Korea. Tel: 778-2881, 
Telex: K28978 TYEHUA. 


construction and startup of com- _ For over a century, Babcock 
~ plete turnkey industrial and utility | Wilcox has been the techno 
|. boiler islands. We supply every- · | leader in steam generatio! 

- thing from boiler contrals and .. | North America and worldwi 
cleaning systems...to training“ _Letus share our knowledge 
programs for your operators. total scope resources with yo 

: We have highly skilled field „` Contact International Sales 
and home-office engineering. | pcock & Wilcox Canad 
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|} with you to plan and implement 
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^ | improvement projects—from · 
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School for scandal 


Despite new measures to tighten control over South Korea’s 


financial system, irregula 


By Reginald Child 

Seoul: Barely a month after the kerb- 
market scandal involving the Myongsong 
group rocked the financial community 
(REVIEW, Sept. 8), confidence in South 
Korea’s financial system has been further 
shattered by the release of details of a 
large-scale banking irregularity. What 
began with an internal audit by the 
Choheung Bank — one of the country’s 
big five commercial banks — of its central 
branch, which found that officials had 
illegally guaranteed Won 167 billion 
(US$210 million) in commercial bills, led 
to the arrest of 27 people as of October 10. 

Eleven (now former) Choheung em- 
ployees — a general manager, three man- 
agers and seven assistant managers — 
had, since February 1980, allegedly been 
involved in using the stolen official seal of 
the central branch’s general manager to 
endorse bills, worth more than Won 147 
billion, of the rapidly growing Yongdong 
Development Promotion Co., and Won 
20 billion of the Shinhan Cast Iron Co. 
The guarantees made it easy for these 
companies to discount the bills in financial 
markets, especially the kerb market, with 
Yongdong using much of the funds for in- 
terest payments and the purchase of prop- 
erty. 

Choheung Bank promised that pay- 
ment guarantees for the bills will be hon- 
oured, even though they are valued at 
more than the bank's own capital of Won 
110 billion. The bank has put the two com- 
panies concerned and their affiliates into 
liquidation and will manage their assets. 
Investigation of the financial structure and 
holdings of the two enterprises is to be 
conducted by the prosecutor-general's of- 
fice in cooperation with the Office of Na- 
tional Tax Administration. 

Among the 13 affiliates of Yongdong is 
the Seoil Construction Co., to which 
Choheung had also advanced more than 
US$200 million їп guarantees for 
overseas-construction projects. The 
Yongdong group, essentially а family- 
controlled conglomerate, has for long had 
a loose relationship with the bank and its 
management. Lee Pok Nye, the group's 
chairman, and her son, Kwak Kun Bae, the 
president of Yongdong Development 
Promotion, are among the 27 people 
arrested. 

Although the timing of the Choheung 
revelations may be coincidental, the fact 
that they come hot on the heels of the 
Myongsong scandal and a number of 
smaller financial embezzlements has led 
to inevitable speculation as to why this 
spate of incidents should be occurring at 
this time. One reason may be the switch 
this year to an extremely tight monetary 
policy, which is generally causing corpo- 
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es continue to surface 


rate liquidity problems with debt repay- 
ments, even for enterprises with access to 
illicit funds. M2 money supply at the end 
of August stood just 16.196 higher than at 
end-1982, compared with a peak annual 
growth of 29% last year. However, it may 
now be difficult to attain the original 15% 
target for 1983 with the need to absorb the 
impact of the latest scandals. 

M2 grew significantly in September, 
ending the month 17.1% up on end-1982. 
The Bank of Korea is to give rescue funds 
to overseas-construction companies fac- 
ing financial difficulties in the wake of the 
scandals, and also Won 100 billion to bail 
out Choheung Bank, in apparent con- 
tradiction of the mooted moves towards 
banking liberalisation and autonomy. 

The incidents are being seen, almost of- 
ficially, as a consequence of the policies 
to open up the economy and achieve 
economic stabilisation. Indeed, for Fi- 





ang: transitional phenomena. 


nance Minister Kang Kyong Shik to com- 
ment that the banking incidents were typi- 
cal transitional phenomena, occurring as a 
by-product of the drive for price stability 
and away from an inflation-plagued econ- 
omy, would almost suggest the likelihood 
of further such irregularities coming to 
light — a situation hardly likely to induce 
public confidence in the banking system or 
to attract speculative funds. 


s was the case with the Myongsong scan- 
dal, the Choheung Bank irregularity, 
which remained undetected for some 
three-and-a-half years despite previous in- 


spections of the branch by both the bank , 


and the Office of Bank Supervision and 
Examination (OBSE), was apparently 
only properly investigated as a result of 
persistent rumours, despite the govern- 
ment's professed commitment to the 


down on further such irregularities. 

Proposals include: 
» Enactment of a 
cerning additional punishment for bank- 
ing crimes and the reinforcement yi 
lations against channelling kerb- et 
funds unofficially through banks. 

» Establishment of a fund by banking in- 
stitutions for the protection of bank de- 
positors. 

» Making the OBSE completely indepen- 
dent of the Bank of Korea, giving its in- 
spectors judicial powers to uncover finan- 
cial corruption, and shifting its emphasis 
from auditing to management of business. 
» Setting up a credit-information corpo- 
ration to collect and assess information on 
creditworthiness of enterprises or busi- 
nessmen. 

Following discussions with Kang, bank 
presidents have also been instructed to 
present reports on such ideas as the intro- 
duction of banking management commit- 
tees, more effective credit control, means 
of increasing deposits and profits and rein- 
forced self-supervision. 

Regional banks have recently been al- 
lowed to establish a dual-board system, 
with a body in addition to the usual board 
of directors of non-permanent directors, 
mostly large stockholders, and of execu- 
tive directors, to ensure more responsible 
banking management. However, with 
several heavily bank-indebted large cor- 
porations now major stockholders, apply- 
ing the system to the domestic commercial 
banks could involve conflicts of interest. 

The proposed measures, in addressing 
the symptoms rather than the causes, 
seem insufficient and if anything reinforce 
the feeling that further scandals may be in 
store. Many observers believe that whatis 
needed is not more government supervi- 
sion of the financial system, but less politi- 


cal involvement and supervision of a dif | 
Liberalisation and the 
granting of autonomy for financial institu- — 


ferent nature. 


tions, as with other economic directives, 
remain as yet largely a matter of rhetoric. 

It has been suggested that the pre- 
requisites of banking denationalisation 
and so-called autonomy should have been 
an end to the system of policy financing 
and lending in accordance with political 
decisions; allowing the market to deter- 
mine interest rates; establishing a sepa- 
rate, independent supervisory system, 
and ensuring conditions for an appro- 
priate level of bank profitability. 

This was not the case, however, and the 
accelerated programme of denationalisa- 
tion in 1982 and early this year seems 
largely to have been an immediate re- 
sponse to last year's kerb-loan scandal 
(REVIEW, May 21, '82). Additionally, itis 
felt that through its influence on South 
Korea's large corporations (now major 
commercial-bank shareholders), the 
banking system remains an arm of the gov- 
ernment. A statement by Vice-Minister of - 
Finance Lee Kie Wook that promising: 
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companies will be given financial support 
is perhaps symptomatic of where the deci- 
sions are being made. 

While several key economic ministers 
and advisers see liberalisation, both in the 
financial sector and more widely, almost 
as a panacea to launch the country into a 
new period of sustained economic take- 
off, senior working-level officials and 
many politicians advocate a more gradual 
approach. In suddenly removing too many 
of the government aces, there is a danger 
that the house of cards, built so heavily on 
a system of credit, could collapse. 

Given its legacy, South Korea's banking 
system cannot be transformed overnight, 
especially with such ingrained banking 
habits. Even casual observation suggests 
practices belonging to an earlier age, with 
records often maintained manually, not- 
withstanding the purchase of sophisti- 
cated computers. As skilled as manipula- 
tion of the trusted abacus may be, ac- 
counting discrepancies all too readily ap- 
pear to occur. 

With a tradition of lending in accord 
with government directives, banking in- 
spection has concentrated largely on au- 





TRADE 


diting. There seem to be too few checks on 
the end-use of funds. Rising entre- 
preneurs often quickly acquire the per- 
sonal trappings of success — luxury apart- 
ments and expensive cars — even before 
an enterprise has become firmly estab- 
lished or proved itself in terms of profita- 
bility. Heavily borrowed companies seem 
to suffer no shortage of funds to engage in 
property speculation. Project appraisal 
remains an alien concept to South Korean 
bankers because loan approvals are usu- 
ally. made at the top with politics, rather 
than a project's intrinsic merit, being the 
dominant factor. And bank guarantees 
continue to be extended even to corpora- 
tions already heavily indebted to the 
guaranteeing bank. 


he latest proposed measures do little to 

address the issue of legitimately attract- 
ing the substantial kerb-market funds to 
the institutionalised banking system. The 
value of transactions in the kerb market, 
which had on average been running at 
some Won 2-3 billion a day, has report- 
edly fallen considerably in the wake of the 
latest two scandals, thus reinforcing finan- 


Ricebowl diplomacy 


The US and Taiwan square off for a likely dispute over 
alleged dumping of grain on world markets 


By Robert Manning 

Washington: After abortive efforts to re- 
Solve a dispute between the United States 
and Taiwan over rice exports, the conflict 
now threatens to spill over into other areas 
of the US$16 billion US-Taiwan trade re- 
lationship. It may also lead to a change in 
Taiwan's domestic farm policies. 

The administration of US President 
Ronald Reagan accepted on October 11 a 
complaint resubmitted to the US trade re- 
cotra on September 29 by the US 

ice Millers Association (RMA) charging 
Taiwan with violating Section 301 of the 
1974 US Trade Act. It alleged that Taiwan 
subsidises its rice exports and dumps on 
world markets, thereby forcing US rice 
exports out of traditional markets. The 
complaint was originally filed on July 13, 
but was withdrawn at the end of August 
when Taipei agreed to limit its rice exports 
to 550,000 tonnes this year and to enter 
negotiations for a bilateral multi-year 
agreement to lower future exports signi- 
ficantly. 

But talks held here in late September 
produced no agreement and left US 
negotiators frustrated with Taiwan's tac- 
tics, according to US trade officials. 
Taiwan offered to phase down gradually 
its rice exports to 400,000 tonnes by 1988. 
But Taipei also held that this limit would 
not include contracts signed in 1982 for an 
additional 300,000 tonnes which has not 
yet been delivered. The US opening posi- 
tion was to reduce Taiwan's exports to 


a maximum of 50,000 tonnes a year. 

Having accepted the complaint, the US 
administration will now undertake a 12- 
month investigation to determine whether 
the claim of injury is valid. Then, shortly 
before next year's November presidential 
election, Reagan must decide on what 
measures to take and report to the US 
Congress. If no agreement is reached in 
the interim, Reagan is likely to be pressed 
to retaliate with duties, quotas or tariffs on 
manufactured goods from Taiwan. Al- 
ready, Taiwan has hinted quietly that it 
may respond to the US action by cutting 
US imports of soyabeans and maize. 

But both rice millers and US trade offi- 
cials say that they doubt the conflict will 


degenerate into a trade war, arguing thata | 


compromise will be reached in coming 
months. A State Department official re- 
marked to the REVIEW: "Is this really 
something to make а full-scale trade war 
over, given other issues such as counter- 
feiting and textiles? Linking trade issues is 
a dangerous game and both sides would 
have a lot to lose." But US officials also 
concede that the RMA has a strong case. 

Even if Taiwan exports 850,000 tonnes 
this year (current levels plus deliveries on 
last year's contracts) as the RMA claims, 
it would capture only 6.595 of the 12.5 mil- 
lion-tonne world market. Benjamin Liu, 
an economic adviser at Taiwan's unofficial 
embassy here, the Coordination Council 
for North American Affairs, expressed 





cial stringency. Speculative funds appear 
again to be moving back into property in- 
vestment. 

Longer term, the only direct measure in 
place at yet to prevent any resurgence of 
the kerb market is the so-called real- 
name system. A differential tax rate for in- 
vestors and bank customers making trans- 
actions under pseudonyms has applied 
since July 1, but its full enforcement on all 
financial transactions was postponed until 
some time after 1986. Even then, it may 
not produce the desired result but rather 
drive the kerb-marketeers deeper under- 
ground, or their funds further into other 
speculative directions. Rather than fight a 
historical situation by attempting to force 
the kerb-market operators into the open, 
observers feel that a better alternative 
might be to try to attract them to the bank- 
ing system with something like а Swiss- 
style system of numbered bank accounts, 
guaranteeing secrecy and offering an ap- 
propriate rate of interest. 

Indeed. a necessary, if not sufficient, 
condition may be to allow some increase 
or liberalisation of commercial-bank in- 
terest rates. Greater flexibility would 
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Taiwan ricefield: a change of policy 





puzzlement as to why Taiwan is being 
singled out. “We have a small share of the 
market and our market is different from 
that of the US. We export low-quality rice 
to low-income countries," he said. Liu dis- 
puted the charge that Taipei subsidises 
rice exports, describing the current prac- 
tice as “а kind of price guarantee to insure 
income levels, not a subsidy." 

In an effort to reduce the urban-rural in- 
come gap, Taipei instituted a policy in 
1980 to provide rice farmers with a 20% 
profit on a portion of their production. 
This policy is used to calculate support 
prices based on guaranteed government 
purchases of 970 kgs per ha. In addition, 
the government collects 145 kgs per ha. as 
a tax. Taiwan rice yields have averaged 
more than 3,500 kgs per ha. since 1980, 
and the remainder is sold at the prevailing 
domestic market price which has ranged 
up to 25% lower than world market 
prices. The price-support system, com- 
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seem to be needed in rates for deposits of 
different terms and sizes. However, the 
government seems reluctant to allow any 
rise in interest rates to market clearing 
levels for fear of the consequences on 
companies’ extended financial positions, 
though the situation is one of excess de- 
mand for available bank funds and the in- 
terest rate is probably distorting invest- 
ment allocation. 

Despite a decline over the past year in 
bank deposits, the government argues 
that the current savings rate of 8% is suffi- 
cient in real terms, but potential de- 
positors, accustomed to a history of higher 
nominal rates and levels above interna- 
tional ones, may not see it this way. 

In pursuit of maintaining price stability, 
at least as measured by the official indices, 
the government of President Chun Doo 
Hwan, in its monetary and banking 
policies, is continuing to attempt the 
economically impossible task of control- 
ling both quantity (of credit) and price (in- 
terest) at incompatible levels. Inevitably 
this will lead to the continuance of black 
markets and undesirable financial side ef- 
fects. 


DE 


bined with increasing yields and declining 
per capita consumption, has led to signifi- 
cant overproduction. US agricultural 
sources estimate Taiwan has about 1.1 
million tonnes of white-rice stocks. 

Prior to 1980, Taiwan was an insignifi- 
cant rice exporter. In 1977 it began large- 
scale exporting, but only to Indonesia, 
where the RMA claims it dumped 1.45 
million tonnes below market prices. The 
US Department of Agriculture said ear- 
lier this year that Taiwan rice exports were 
subsidised by margins of up to US$400 a 
tonne. Taipei, whose provincial food 
bureau purchases rice at about US$650 a 
tonne, has for example sold 100,000 ton- 
nes of short-grained rice to Indonesia at 
US$198 a tonne this year. Comparable US 
rice was offered at the same time at 
US$345 a tonne. 


he RMA complaint notes that if Tai- 

wan exports 850,000 tonnes in 1983, 
the result will be lower world prices, a re- 
duction in US exports by 464,000 tonnes 
and about a US$300 million loss in US ex- 
ports. Part of this would come from in- 
creased payments to US farmers from 
the US payment-in-kind programme, 
which already has cut US rice production 
by 34% this year. Even with this reduc- 
tion, the Department of Agriculture still 
expects to have surpluses of about 1.4 mil- 
lion tonnes by the middle of 1984. The US 
currently exports two-thirds of its rice pro- 
duction, and is second only to Thailand in 
the inelastic world rice market. Its share of 
the market reached a high of 24% in 1980, 
but is projected by the Department of Ag- 
riculture to decline to as low as 15%. Only 
about 1296 of US rice is sold under US 
PLA80, a food-aid scheme, and the rest is 
sold at commercial rates. 

Although Taiwan is not a member of 
the General Agreement on Tariffs and 
Trade, it has signed the Gatt subsidiaries 
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Which full service 
shipping compan 
started out 

98 years ago with 
58 ships and today 
runs over 280? — 
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1885: 
68,198 G/T 





5 Yamashiro Maru Gross Tonnage 2528GT _ N 
Length 91m Breadth 114m : 
Service Speed Bknots N 


Ideo: 
524312 GIT 


SS. Hakusan Maru Gross Tonnage 10380 G/T N 
Length 15088m Breadth 189m 
Service Speed 14knots 
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Since NYK's founding in 1885 remarkable 
changes have taken place in merchant _ 
shipping. Except for a few notable = 
tions, the days of sail and paddle steam- 
ers are over. Even in those early days — 
though, NYK's founders saw the need for _ 
speed and efficiency in carrying 4 
to every corner of the world. Тону with — 
over 280 vessels flying its flag, МҮК still | 
provides these essential services, with a — 
modern fleet that is constantly being up- 


1983:::: 
7,099,656 G/T 


М5 Kasuga Maru Gross Tonnage 58440 G 
Lengm 289 499m Breath 322m 
Service Speed 2325knots 


graded to meet the most de 
customers. 1 hi 
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ee Charting a course for tomorrow as well as today. 
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li Head Office: Tokyo, Japan Ш Hong Kong: N.Y.K. Line (Hong Kong) Ltd., Admiralty Centre Tower One, 91st 

Floor, 18 Harcourt Road, Hong Korg Tel: 5-295541 lll Singapore: N.Y.K. Line (Singapore) Pte. Ltd., Agent: 

Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road. Singapore 0106 Tel: 2224411 B Port Kelang: - 
Agent: Borneo Co., (1975) Sdh. Bhd., 2nd Floor UMBC Bldg., Persiaran Raja Muda Musa Port Kelang, Malay- _ 
sia Tel: 386432 Ш Jakarta: Agent: F.T. Djakarta Lloyd, Sarinah Bldg., 11th Floor, Jalan М.Н. Thamrin Мо. Їй, | 
Jakarta Pusat, Indonesia Tel: 323008 ШШ Bangkok N.Y.K. (Thailand) Co., Ltd., 1041 Silom Road, Bangko A 
Thailand Tel: 233-4377 Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand Tel: 
























г officials more amenable than ag- 
Itural officials to phasing down, the 
upport programme. One US official 






edium and long term, this affair raises 
: question as to whether Taipei wants to 
he way of Japan and subsidise ineffi- 








changes affecting their 


ency." US officials say they 



















jucers' group! 
ging consumptio 


tries (АТРС) 
56, decide to 


nals to promote the use of tin- 
ntainers, instead of such products 
m and glass, is expected to be 
ortly while the newly. ap- 
i$SOciation executive secretary, 
iahaan of Indonesia, has been in- 
ed to draw up a research-and-deve- 
ent programme as well as new mar- 
strategies to help the world indus- 
ОЁ its current slump. 

though provisions of the association's 
les could authorise it to come up with 






PC: will concéntrate, on the non- 
oversial research-and-development 


m of flagging consumption. This rein- 
ces its oft-repeated position that it will 


the International Tin Agreement, 
oups producers and consumers. 

an, an. Indonesian. Government 
cial with extensive experience in world 
markets, will consult the London- 
ased International Tin Research Insti- 
e and other professional bodies to draw 
the programme. .His findings will be 
cussed at a meeting of the association's 
ecutive committee in Kuala Lumpur, in 
mber. 


mmented to the REVIEW: “For [the] . 


riculture. But in the short run they | 


n to adopt policies to re- | 
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re drastic action, it is now clear the | 
ute as a long-term solution to the prob- | 


plement — rather than compete with | 


Another special session of: 


P | 
ympathetic hearing 


€ expected. Taiwan 
| has been consum (and importing from 
the. US). more wheat as its eating habits 
have changed, so it is possible that Taipei 
might be able to mobilise US consumer 
and, wheat-lobby: forces to counter the 
RMA. But so far there is little sign of this. 
Moreover, cong! is drawing up new 
legislation. for the Generalised System of 
Preferences” and newly industrialised 
countries like Taiwan may well be phased 
out (REVIEW, Sept. 1). The rice dispute 
will only encourage moves in that direc- 
tion. US officials concede privately that 
the refiling of: ће RMA complaint 
“should bring Taipei back to the table.” 

Ultimately.:the likely result will be an 
agreement limiting Taiwan rice exports at 
a level of about 250,000 tonnes. But 
clearly a bitter battle lies ahead. Ini 



















теспени more drastic moves 


‘ministers will be convened next January, 
also in Kuala Lumpur, to approve the 
programme, after which action can begin. 

The fact that the Bangkok meeting de- 
cided to locate the association’s headquar- 
"ters in Kuala Lumpur and give Indonesia 
„the executive secretary's position (which 
| carries a four-year term and will rotate 
among members) reflected a compromise 
between the world's two largest tin pro- 
ducers (Briefing, REVIEW, Oct. 13). The 
Thais originally hoped the head office 
would be located here but, in a display of 
Asean cooperation, later made way for 
Malaysia and Indonesia. 

The three Asean tin producers were the 
founding members of ATPC, which was 
incorporated here in June (REVIEW, June 
30). Since then, Bolivia, Nigeria and Zaire 
have joined, giving the six-nation group 
some 93% of total world production. Aus- 
tralia also is reportedly keen to join but a 
| final decision awaits approval from state 
governments and private industry. 






















| Тт ministerial meeting approved a 
US$450,000 administrative budget for 
1984, though another substantially larger 
budget is expected once the research-and- 
development programme is mapped out. 
Also approved were voting rights pro- 
| portionate to each member’s tin output 
(determined from a 12-month period before 
the imposition of export controls by the 
International Tin Council in mid-1982). 
Malaysia got the biggest block of 3796, fol- 
lowed by Indonesia (22.595), Thailand 
(18.66% } ш Bolivia (slightly more than 
18%). 
| Meanwhile, 





collaborative efforts since 








an producers to | 
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tostop buyi 


(which was raised to 39 

smuggling in the region has risen sharply 
and rendered the ITC measures ineffec- 
tive. Sizable volumes of tin-in-concen- 
trates extracted by about 900 suction 
boats operating illegally in the waters off 
southern Thailand were smuggled to smel- 
ters in Penang bearing false certificates of 
origin of such unlikely places as Bolivia, 
Laos and Burma (REVIEW, Aug. 11). 

Contraband ores also are believed to 
move from Malaysia and Indonesia to Sin- 
gapore. Some Thai sources suspect the 
smuggling is coordinated by international 
syndicates backed by Singapore-based 
financiers. Since the smuggled ores are 
not subject to taxation, the smelted metal 
is able to carry a price tag somewhat lower 
than that of legally produced metal. These 
price differentials apparently have proved 
attractive to international companies, in- 
cluding, it is alleged, some. operating on 
the London Metal Exchange. 

In an interview here, Malaysian Pri- 
mary Industries Minister Datuk Paul 
Leong said the Penang smelters no longer 
accept illegal ores. Following instructions 






. from Kuala Lumpur in May, the smelters 


reportedly have stepped up their screen- 
ing to ensure that certificates of origin on 
incoming tin-in-concentrates are genuine. 

In addition to collaborating with 
Malaysia, Thailand also has taken a series 
of unilateral moves to discourage smuggl- 
ing, the highlight of which was a produc- 
tion-royalty cut ~~ of about 25% if calcu- 
lated at prevailing depressed tin prices — 
in early September. The previous high 
royalty was seen as the major factor en- 
couraging smuggling.. Although officials 
are hopeful that the new rate will deter 
smugglers, industry analysts are sceptical. 

Despite the reduction, the Thai royalty 
is still considerably higher than those in 
Malaysia and Indonesia. The Industry 
Ministry, which supervises tin production, 
originally had proposed a larger cut, but 
settled on this rate amid concern express- 
ed by the Finance Ministry that an exces- 
sive reduction would hurt. the already 
strapped government revenue position. 

Smuggling, normally carried on from 
the western coast of southern Thailand, 
has temporarily ceased, owing to the cur- 
rent monsoon season. However, a recent 
government seizure of 30 tonnes of con- 
traband ore (reportedly destined for Sin- 
gapore) in Nakhon. Si Thammarat 
suggested the smuggling route might have 
shifted — albeit temporarily — to the east- 
ern side of the southern Thai coast. 

The problems of tin smuggling in South- 
east Asia dominated: discussions at the 
latest round of ITC talks in London on 
September 20-22. Following a repott pre- 
pared by ІТС deputy buffer-stock man- 
ager Bernard Engel, who visited the re- 
gion two months ago, the ITC approved a 
number of measures including joint naval 
patrols by the three Asean tin producers, 
proper licensing of the Thai suction boats 
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TECHNOLOGY 


The arming of Europe 


With a combination of increased protection and more research, 
the EEC prepares for battle with Asian and US exporters 


By A Correspondent 
Brussels: After years of hand-wringing 
over the high-technology prowess of its Ja- 
panese, American and Asian rivals, the 
European Economic Community's high 
‘command in Brussels now appears ready 
for battle. In addition to the injection of 
new funds into hitherto-neglected high- 
technology sectors, European govern- 
ments also are considering tougher import 
protection against their rivals. Some of 
these plans for high-technology protection 
- already are being translated into action. 
|. After months of informal discussion 
within the General Agreement on Tariffs 


nine colleagues in Brussels recently, 
French Minister for European Affairs 
André Chandernagor pointed out that 
Europe must not miss out *on the third in- 
dustrial revolution." 

Chandernagor painted a rather dismal 
picture of Europe's high-technology 
today: "The European information- 
technologies industry only holds 10% of 
the world market and only 40% of its own 
market,” he said. Moreover, “eight out of 
10 personal computers sold in the commu- 
nity are imported from the US. Nine out 
of 10 videotape-recorders are of Japanese 








tectionist arguments have not created the 
hoped-for (by exporters) furore in EEC 
circles. The British plan for increasing the 
competitiveness of European industry 
makes only a passing reference to the dan- 
gers of protectionism and does not criti- 
cise the French stance. The West German 
memorandum reaffirms Bonn's attach- 
ment to free-trade principles, but as re- 
cent textile negotiations have shown, the 
West German Government is also under 
pressure from trade unions to try to con- 
tain imports. 

The European Commission has yet to 
react to the French proposals but, as re- 
cent action against Japanese laser-disc im- 
ports illustrated, it is also toning down its 
earlier anti-protectionist rhetoric. EEC 
experts concede privately that the exter- 
nal “threat” cannot be ignored. “We can- 
not hope to pump millions of dollars into 
high-technology research programmes 
and then leave our industries unprotected 
against foreign imports," said one EEC 
official. 










- and Trade, the community apparently is | origin." The Japanese and Americans 


Б ready to raise its import tariffs on digital 


. audio-disc imports from 
_ Japan. A formal EEC deci- 
. sion authorising the Euro- 

pean Commission to negotiate 

the tariff increase — from the 
| current 9.5% to 19% — is ex- 
_ pected when foreign ministers 
. meetin Luxembourg on Octo- 
_ ber 17. The community has in- 


3 dicated its readiness to “com- 

pensate" Japan for the higher 
Ч tariff. But, even if Japan 
_ agrees, calculating any com- 
|. pensation will not be easy. Ex- 
= perts argue that trade in laser 
аы is yet to really take off. 


Any compensation fixed at 
this stage would therefore be 
completely arbitrary. 

Trade experts here expect 
the EEC high-technology of- 
еше to gain more momen- 
‘tum when the French Gov- 
_ ernment takes over next 
" January the community's de- 
cision-making processes for a 
“six-month period. Paris has 
beenatthe forefrontof recent demands for 
an increase in external European tariffs to 
protect new, high-technology European 
industries against foreign competition, 

Backing Paris are the Italian, Greek 

гапа Belgian governments. More signific- 
antly, the EEC's traditional free traders, 
such as West Germany and Denmark, 
have yet to come out formally against the 

- French proposals. Britain has warned 
against the "temptation" of giving in to 
protectionist arguments, but admits that 
the EEC must act in *defence of its in- 
terests." The community's executive com- 
mission, while putting the emphasis on the 
need to build up more competitive Euro- 
pean industries, does not preclude 
tougher import action. 

Paris clearly intends to take advantage 
of the silence of its partners to press for ac- 
ceptance of its own "legitimate defence" 
arguments. In а paper presented to his 










have taken the lead in all the 
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British computer disc-drive production: ready for battle. 





“technologies of tomorrow” and Europe, 
said Chandernagor, could not take this 
threat lying down. 


he French Government has made it 

clear that as well as undertaking a “sig- 
nificant but temporary increase” in EEC 
external tariffs to protect Europe’s infant 
high-technology industries, it intends also 
to toughen up the existing definitions of 
what constitutes a European product. A 
firmer distinction must be drawn, accord- 
ing to the French, between “genuine” 
European products and those assembled 
in Europe from imported — mainly Ja- 
panese — components. Only the “real” 
products would be allowed to circulate 
freely among community member-states. 
Goods in which the imported element was 
higher than the European component 
would be subject to duties even within the 
БЕС. 





There is a general feeling here that re- 
search-and-development pro- 
grammes along with creation 
of a single EEC market — in- 
stead of the currently frag- 
mented national markets of 
the 10 states — will not be 
enough to stimulate Europe's 
high-technology industries. 
Higher tariff walls, to give in- 
fant industries some much- 
needed breathing space, 
might therefore be necessary. 
Analysts point out that there 
will not be any overnight 
changes in tariffs. But, as one 
British diplomat said: *Case- 
by-case measures, such as the 
recent move against laser 
discs, might be repeated." 

The EEC states also are 
looking for ways of making 
up for lost time by stepping 
up investments in their micro- 
electronics, telecommunica- 
tions and biotechnology sec- 
tors. A series of new initia- 
tives for boosting research 
and development in old industries, such as 
textiles, steel and shipbuilding and new 
high-technology areas, which Europeans 
hope will be the growth sectors of the fu- 
ture, have been launched. The problem, 
say EEC officials, is the lack of coordina- 
tion between research done in European 
universities and the requirements of in- 
dustry. Duplication of public research- 
and-development activities in the dif- 
ferent EEC states is another prob- 
lem. 

A wide-ranging US$1.5 billion pro- 
gramme for the development of informa- 
tion technologies has already received 
ministerial backing. Similar plans are 
being prepared in the biotechnology and 
telecommunications sectors. The ЕЕС re- 
gards this as a "fight for survival." Unfor- 
tunately for Europe's trading partners, it 
is a struggle which will mean even more 
European trade barriers in years ahead. Ы 
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By Paisal Sricharatchanya 

Bangkok: Laos, concerned that its princi- 
pal foreign-exchange carner — electricity 
sales to Thailand — will fall over the com- 
ing. decade as domestic demand for elec- 


` tricity increases, has voiced interest in de- 


veloping a new power project. At present, 
Laos'sells some 90% of the electricity gen- 
erated at. its Nam Ngum dam hydroelec- 
tric station to: Thailand. Now, the Vien- 
папе government wants:to develop а new 
station on another tributary of the 
Mekong south of Paksane. 

No details have yet been worked out on 
a proposed long-term plan for the new 
project, nor is its eventual implementa- 
tion guaranteed at this early stage. But the 
idea is for power from the new project to 
take over.as a major source of revenue for 
Laos once Nam Ngum electricity is con- 
sumed 100% locally — projected by 1995. 

The. decision: to investigate another 
hydropower scheme in Laos was adopted 
during the 17th. session of the Interim 
Mekong Committee, held in Bangkok in 
early June; The committee had recom- 
mended: eight different sites on seven 
tributaries. Since then, the Lao have nar- 
rowed their choice to Nam Theun, a major 
tributary on the left bank of the river 
which joins the Mekong about 40 kms 
downstream of Paksane. 

About US$150,000 in Australian grant 
aid is now earmarked for a pre-feasibility 
study, due to start late this year and to last 
15 months, to determine the most appro- 
priate of the three possible site locations 
proposed by Laos on the lower reaches of 
Nam Theun. The Lao authorities will 
make available helicopters for site exami- 
nation and will provide other forms of col- 
laboration. 

The fact that the Lao have taken the 
initiative and chosen the prospective site 
for the new scheme is received with en- 
thusiasm by officials of the. Bangkok- 
based Mekong Secretariat. This is hardly 
surprising. Although new studies have 
been continuously commissioned and 
work programmes committed relating to 
various facets of development in the 
Lower Mekong basin, there has been little 
significant headway towards implementa- 
tion of the multipurpose mainstream Pa 
Mong dam project. It has generally been 
agreed that this project, which involves 
the four riparian countries of Thailand, 
Vietnam, Laos and Cambodia, cannot 
come about unless there is a political set- 
tlement of the chronic Indochina conflict. 
Cambodia at present is not represented. 

(The proposed Pa Mong dam, 20 kms 
upstream from Vientiane, has been under 
study for some 15 years at a cost of more 
than US$20 million. The scheme repre- 
sents.the Mekong Committee's largest 


Laos hopes to get a new hydroelectric scheme going to top 
up an expected decline in its vital power sales to Thailand 








| Chi Minh City in mid-September.) 




















m 
and most diversified project. Prior to the. Nam Theun's | 
17th session Laos’ reluctance to continue | exploited is premature a 
its support — on the grounds thatit would | the strong likelihood tha 
derive little benefit — threatened to put buy 

the entire scheme in doubt, That position 
has since altered and renewed commit- 
ments by the three countries to develop 
the project at some point in the future 
were made at the 18th session held in Ho 





sessment of over 
the 1990s... 


















































Officials are now looking at Nam Theun 
as a project with the potential to be the 
committee's biggest-ever undertaking. 
With a catchment area of 14,650 sq. kms, 
if its full potential were tapped Nam 
Theun could have a maximum 2,000-mw. 
capacity, preliminary data show about 
half the size of Pa Mong or nearly half of 
Thailand’s 4,324 mws total installed capa- 
city as of March. i 

Among other things, 12 dams were bui 
on Mekong tributaries between 1965 a 
1981, including three in Laos and nine: 
Thailand, under the committee’s coor 
nation. These are now in operation with a 
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e Nam Ngum dam: 90% is sold to Thailand 








REVIEW some Thai officials are privately 
sceptical about the viability of the deal, 
because of the need on Thailand’s part to 
invest in a standby facility within Thailand 
similar in capacity to the Lao project, pro- 
viding a backup in case of failure at the 
Lao plant. In any case, the devélopment 
of Nam Theun promises to be a long pro- 
cess. The time taken to commission the 
Nam Ngum project may be an indication: 
first seriously conceived in the mid-1960s, 
its first and second phases were completed 
in 1971 and 1978 respectively, with a total 





110 mws installed capacity. The installa- 
tion of a third, 40-mw. generator, now 
under way, will complete the scheme. 
The outcome of the Nam Theun pro- 
posal will have significant implications for 
land-locked Laos. Of the total power gen- 
erated at Nam Ngum, roughly 90% is sold 
to Thailand. According to preliminary of- 
ficial estimates, Laos sold about 900 gwh — 
for approximately US$44 million — to the 
Electricity Generating Authority of Thai- 
land (Egat), a state-run corporation which 
monopolises power generation in this 


Gains amid losses 


Colombo: Treasury planners busy with 
the 1984 budget that Finance Minister 
Ronnie de Mel will present to parliament 
in mid-November are putting together a 
picture which shows that, while there was 
a 4% increase in the value of Sri Lanka's 
exports (in terms of special drawing rights 
[SDRs]) in the first half of this year, the 
import bill grew 8%, widening the trade 
deficit. According to central-bank figures, 
the deficit for the first half was Rs 9 billion 
(US$375 million) against a Rs 7.5 billion 
deficit for the same 1982 period. 

However, fiscal discipline imposed by 
the 1983 budget has helped keep the gov- 
ernment's recurrent expenditure below 
revenue levels. Revenue was up 35% to 
Rs 13.5 billion during the seven months 
January-July, while recurrent expenditure 
rose 11% to Rs 11.6 billion. This was a 
marked improvement from the position in 
the previous year when recurrent expendi- 
ture was running ahead of revenue. Capi- 
tal expenditure during the January-July 
period at Rs 9.1 billion was up 17%. Both 
recurrent and capital expenditures were 
well within budget estimates. 

According to the central bank, several 
of the country's major hard-currency 
earners, including tea, garments, gems 
and coconuts, improved on their 1982 per- 
formance, though rubber and petroleum- 
products exports declined. Sri Lanka pro- 
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duces no oil but refines imported crude 
and by-products and exports the refined 
products. 

Production of tea, on which Sri Lanka 
continued to depend for the major part of 
its hard-currency earnings, was running 
behind 1982 levels by as much as 10 mil- 
lion kgs at the end of August; for January- 
July, production of tea was off 13% in vol- 
ume terms. However, substantial price 
improvements resulted in higher earnings. 
Thanks to the oil-price slump, there has 
been a considerable saving on oil imports, 
which account for a major share of the 
country's import bill. This trend will con- 
tinue for the rest of the year in US dollar 
terms, though expenditure in rupee terms 
will rise owing to the depreciation of the 
Sri Lankan rupee — twice. 

Central-bank figures show that, while 
the oil bill during the first half was down 
35%, the cost of importing rice, sugar and 
fertiliser during this period increased, re- 
sulting in an overall 896 rise in imports in 
SDR terms. 

There have been pluses and minuses 
elsewhere on the production front. The 
domestic rice crop was particularly good 
but coconut production was down 5% dur- 
ing January-July while rubber output rose 
14% in the first quarter of the year. State 
industrial production was down 24% dur- 
ing the first quarter and prolonged dry 





ECONOMIC MONITOR ЖШШЕ SRI LANKA 
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country, between October 1982 and Sep- 
tember 1983. This compared with US$46 
million in total official Lao exports for all 
of 1982. (Apart from official exports of 
electricity, timber, tin and coffee, un- 
known volumes of Lao timber and forest 
products, coffee and opium are smuggled 
into Thailand and not officially accounted 
for [REVIEW, Aug. 25].) 

Laos’ electricity sales to Thailand 
jumped from 17$$8 million (for 764 gwh) 
in 1981 to more than US$21 million (about 
700 gwh) in 1982, chiefly as the result of a 
threefold price increase under an agree- 
ment effective in October 1981. This 
agreement also allows for an automatic 
9% price increase compounded annually 
for five years. A small portion of the 
power bought by Egat, ranging from 
10-30%, is re-exported to Thakhek and 
Savannakhet, in western Laos, near the 
border with Thailand, at a 5% surcharge 
via an Egat-installed transmission system. 

That the current 50-80 gwh estimated 
power consumption in the Vientiane 
plains will rise to take up all of Nam 
Ngum's output by 1995 may appear far- 
fetched, given the slow pace of Lao 
economic development. But if this projec- 
tion is borne out, Vientiane will be de- 
prived of much-needed foreign exchange, 
à prospect that no doubt is the driving 
force behind Lao eagerness to embark on 
the Nam Theun scheme. r 





weather hurt both the second rice crop 
and hydroelectric power generation, re- 
quiring extensive use of (expensive) ther- 
mal back-up. 

Government spokesmen freely admit 
that the ethnic violence between the 
majority Sinhalese and minority Tamils 
which rocked the country in July has 
clouded Sri Lanka's financial outlook. 
Tourism, which earned Rs 2.7 billion in 
1982 with 253,000 visitors coming here, 
took a particularly heavy blow from the 
violence. 

Although there was a slight growth in 
tourist arrivals in the first half, August 
arrivals were extremely low and Tourism 
and Information Minister Anandatissa de 
Alwis has gone on record as saying that 
the winter season will probably be a fail- 
ure. Hotels, grappling with very low occu- 
pancy rates, have begun laying off staff 
and the government is to reduce business- 


| turnover tax and is considering other con- 


cessions in an effort to help the industry 
weather the storm. 

De Mel, meanwhile, who was speaking 
buoyantly in June about social gains — in- 
cluding reduced unemployment and infla- 


| tion — at the Paris meeting of the Sri 


Lanka aid group, was lamenting a month 
later that “the economy has been set back 
by three or even by five years.” De Mel 
later said the damage resulting from the 
rioting was less bad than originally feared, 
but he will be forced to present a “dif- 
ficult” budget in November. 

— MANIK de SILVA 
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BEFORE OUR GUESTS ARE 
SERVED ANYTHING, 
IT MUST BE SERVED TO OUR CHEF. 





E ShangriLa hotel * HONG KONG 


Telephone: 3-7212111 Telex: 36718 SHALA HX 
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А transport system 


The Jeepney. 

Based on the original rough-riding US 
Army Jeep,the Jeepney has been agus B 
adapted by the Filipinos to create a unique 
and colourful form of transport tailored 
for both city streets and rough rural terrain. 












And although it's a fun form of public 
transport, it's very serious business indeed 
for Ford Philippines. 

No conventional production line could 
cater for it, so Ford Philippines created their 
own using Atlas Copco air compressors, 
pneumatic tools and equipment. 

After all, sophisticated time-saving and 
labour-saving equipment is essential to keep 
costs to a bare minimum. 

And Atlas Copco offers more than just 
the equipment. 

Ford Philippines also gets all the 
engineering Capabilities, expertise and 
service back-up it needs to maintain 
optimum production. 

The result? 

Inexpensive, brightly painted Jeepneys 
by the score. 

You could say that Atlas Copco has 
helped Ford to build a transport system on air. 


SETETE 
Atlas Copco 


When you buy our equipment, you get a whole company. Ё ; : 
Brunei, Econ Motors, 2% Mile, Jalan a00 Lot Nu 8278 Bandar Se (i Begawan Ba 
Jakarta Selatan, Indonesia. Japan, Atlas Copco Gadelius KK, 3-9 Torihamacho Kanazaw: 
Lot 6 Lorong Kawat, Shah Alam, Selangor Mon ө Atlas Copco (Philippines) Inc 

Thailand, Diethelm & Co Lid, 1696 New Petchburi Road, Bangkok. Bangladesh and Burm 
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па. Kowloon. Indonesia, Р T. Atlasco Sakti, Cilandak Commercial Estate 203 
Gangnam-ku, Seoul. Malaysia, Atlas Copco (Malaysia) Sdn Bhd 
1 Ching Ping Road, Chung Ho City, Taipei Hsien 


Hongkong, Atlas Copco (HK) Ltd, 227 229 Wai Yip Street G/F & 1/F Kwun Т‹ 
ku, Yokohama - shi, Kanagawa Pret 236. Korea, Atlas Copco Korea Ci 05-1 Banpo-D 
Km 15 South Superhighway, Paranaque, Metro Manila. Taiwan, Atias С о Taiwan Ltd, 49 
enquiries to Singapore Atlas Cor (SEA) Pte Ltd 21 Tuas Avenue 
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National Westminster The Action Bank. 


In the biggest international banking 
centre It towers above the rest. 


ational Westminster’s network of 

3,200 branches is larger than that 
of any other bank in Britain. 

So perhaps it’s not surprising that 
we also rank among the biggest banks 
in the world. 

There’s only one way a bank can 
grow like that. By providing customers 
with an unparalleled wealth of know-how 


and initiative.On demand.We believe 
no other bank can take wiser or more 
decisive action on your behalf. And we 
believe no other bank can make a better 
claim to be “The Action Bank” 

If you'd like to test that claim simply 
contact the manager of our nearest office. 

We’re big enough to take it and act 
on it. 
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“Coffee, tea 
or beer?” 


Our coffee, tea 
and beer are 

all home-grown 
-and that’ not 
the only thing 
that’s unique 
about flying with Air Niugini. 
The hospitality is Melanesian and 
utterly un-plastic. And the airline’ 
magazine is so absorbing that 
people not only read it, they 
actually take out paid sub- 
scriptions! 








A lavishly presented glossy, 
‘Paradise’ presents an 
inside view of the country 
that has fascinated 
adventurers, art collectors 











and anthropologists for decades. 
Read all about it. 


Did you know there are still over 
700 languages spoken in Papua 
New Guinea? That the country 
is regarded as paradise by bird 
watchers, white water rafters and 
orchid growers? 

That artifacts from the Sepik 

are treasured by museums and 
galleries the world over? 

That wild deer by the thousands 
roam the western plains? 

That although PNG is almost on 
the Equator, there is often snow 
on top of Mt. Wilhelm? 

That tribesmen in ritual regalia 
still gather for traditional ‘Sing- 
Sing’ in the PNG Highlands? 
Air Niugini will fly you to PNG 
and show you 
around. 

Air Niugini 
runs regular 
services 

from Sydney, 





Brisbane, Cairns, 
Hong Kong, 
Manila, 
Singapore, 
Auckland and 
Honolulu to 
Port Moresby. 

The National 
Airline also services 20 separate 
destinations within Papua 
New Guinea. 





For further information please 
contact your Travel Agent or 
nearest Air Niugini Sales Office. 


Hong Kong Eugene Zau 5-24 2151 
Singapore Tan Soon Heng 2354958 
Manila Howard Lahari 864713 
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A NAME SIMILAR TO ITS FIELD OF USE 
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— a wide range of farming and industrial tractors of powers ranging 
between 26 and 360 HP used in agriculture, forestry, vegetable- 
and fruit-growing, lumbering, building trade, transports; 

— farming machinery for all specific jobs; 

— assembling lines for tractors and farming machinery; 

— tractors and farming machinery SKD and CKD; 

— specialist technical documentation; 

— spare parts for tractors and farming machinery; 

— competent service, training of the operating personnel. 

Full information of the whole range of products and services offered 

can be obtained by applying to the foreign trade company 















Branch Office 
BUCHAREST — ROMANIA 
19, Lipscani Street 
Telephone: 90/138713 


Telephone: 921/62661; 66695 
Telex: unitra 11189 


Telex: 61335; 61336 
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S-EBanken in Hong Kong 


If you do business in Sweden or with 
Swedish firms anywhere in the world there is 
one natural partner that stands out above the 
rest: Skandinaviska Enskilda Banken 
Sweden's - indeed Scandinavia's - largest 
bank, with Group assets of almost USS 20 
billion 

Since 15th September 1983 we've 
spread our horizons further by opening a 
new representative office in Hong Kong: Yet 
another example of our policy to continue 
building our expert representation in key 
places, this office is a welcome addition to 
our subsidiaries in New York, London 
Singapore, Luxembourg and Frankfurt and to 
Our network of representative offices round 
the world 

We have an intrinsic knowledge 


of Sweden's industrial scene and a domi 
nating position in Sweden's foreign trade 
Our policy is to concentrate our resources 
and commitments where we have unique 
qualifications to excel, that is naturally with 
Swedish-related business anywhere in the 
world. Now Hong Kong, with its obvious 
financial potential, can share the experience 
of the bank whose customers include Volvo 
Saab-Scania, Alfa-Laval, Ericsson, ASEA 
Skanska and many others 

All our customers benefit from our 
speed and expertise in various areas 
S: E-Banken alone handles well over 50% 
of all Sweden's foreign payments and ranks 
15th in the world in foreign exchange 
dealing - tangible evidence of our achieve- 
ments in currency management 


Working in close conjunction with 
Scandinavian Far East Limited, the wholly 
owned subsidiary of Scandinavian Bank 
Group London, the new office offers a 
comprehensive range of banking services 
to this rapidly expanding business area in- 
cluding credit and financing of exports and 
imports, currency transfers, medium term 
lending, international banking services 
financial advice and particularly foreign 
exchange 

For more details contact:- 

Anders Biörck, Skandinaviska 
Enskilda Banken Representative Office, 2006 
Hutchison House, Harcourt Road, Hong Kong. 

Telephone: 5266306 

Telex: 83484 scand hx 

Telefax: 1234 225 


©) S-E-Banken 


Skandinaviska 


Singapore: 50 Raffles Place 36-01 
Shell Tower, Singapore 0104 
2 35 644. Telex: RS 25188 essebk 


Telephone 


Head Office: Kungstradgardsgatan 8 
5 – 106 40 Stockholm, Sweden 
Telephone: 468 763 5000. Telex: 11000 essebh s 


Regional Central Offices: Stockholm, Góteborg, Malmó 


Enskilda Banken 


Tokyo: 818 New Yurakucho Building 12-1 
Yurakucho 1 Chome 
Chiyodaku CPO Box 1633, Tokyo 100-91 


Telephone: 3214 55 86. Telex: 222 37 29 essebk | 





e ONE of the attractions of Japan is its 
low incidence of violent crime — there is 
little fear of being robbed or killed there. 
But things are not so tranquil inthe busi- 
ness world. Periodically, large-scale 
business crimes are exposed, such as the 
recent Mitsukoshi department-store 
scandals (REVIEW; Mar. 24) or the 
Hitachi and Mitsubishi Electric indus- 
trial-espionage incidents (REVIEW, July 
2, '82), while more mundane chicanery 
comes to light through statistics such as 
those-on loan-sharks or the consistently 
high number of firms caught at tax fraud. 
"Then there are the pharmaceutical 
;'companies. For a long time they were 
simply. imitators or licensees of foreign 
research. Now they are engaged in unre- 







lenting battles among themselves to | 
market new drugs based on domestic re- | 


search. The competition is so fierce that 
it may be likened to the cut-throat strug- 
gle some years ago among a horde of 
companies trying to gain market position 
in pocket calculators. 

There are scores of pharmaceutical 
firms undertaking research along the 
same lines of inquiry. Such an atmos- 
phere helped the rapid development of 
industrial products, but in the pharma- 
ceutical field it has created irresistible 
temptations. And in the past 12 months, 
it has produced several cases of theft, in- 
dustrial espionage апа falsification of 
clinical data. These; in turn, have pro- 


duced substantial reverberations on the | 


stockmarket. | 

Green Cross Co. and Nippon Chemi- 
phar Co. both fabricated clinical-test 
data in an attempt to speed the certifica- 
tion of their products by the health au- 
thorities. Green Cross tried to do so for 
its artificial blood, а remarkable product 
that was expected to be used in about 
10% of the world’s blood transfusions. 
The company was ordered to re-test its 
results. Nippon: Chemiphar was closed 
for 80 days by the government after it 
submitted false data on hypertension 
and analgesic drugs. Both companies are 
listed on the first section of the Tokyo 
Stock Exchange. 

With the consequences of bad medi- 
cine so dire, it may be inappropriate to 
call what happened in September at 
Fujisawa Pharmaceutical Co. a curious 
irony. Fujisawa is a major company, 
with sales of about ¥200 billion 
(US$865.8 million), and belongs to the 
Sanwa Bank group of companies. About 
20% of its shares are held by foreign in- 
vestors. 

Initially, only a low-echelon manager 
of Fujisawa's research division and an 
outside adviser were arrested. They 
were charged with obtaining top-secret 
clinical results of rival companies by 
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bribing Kiyoshi Suzuki, an offi 
National Institute of Health (NE 
| organisation evaluates clinical 
| fore products are allowed to go t 
sumers, and Suzuki had access to 
files. 

All told, it is thought Suz 
handed over data on about 1 
though Fujisawa is suspected 
obtaining data on some 90 of 
different means. The po 
Fujisawa's premises and confi 
truckloads of documents as & 
Later, an official of the Japan 
| Association (JMA) was also à 
| passing secret information to А 
| This official, the chief of the JMA” s sec- 
| 1 
| 





































































retariat, was in charge of 
yee that set standards for nt 


| initiative. But soon ihe ee 
the head of a research-project 
then a deputy general manage 
the managing director who’ was 
Fujisawa's chief of research and 
ning. So far 12 people have b en 
into custody in connection with 
fair. Unlike the Green Cross and Nip 
Chemiphar incidents, this time рео 
will probably go to jail. The stole 
had been developed by Fujisawa 
at the cost of tens of billions of yen. O 
drug alone, a third- -generation ant 
tic, reportedly had cost Yamanou 
Pharmaceutical Co. 11 years and X6. 
billion in research and development. 1 
was also clear that the crimes had been 
part of a company-wide conspiracy. ^ 
The next step in the prosecutor's inz 
vestigation must have left someone 
Fujisawa with a bitter taste. A director 
of Toyama Chemical Co., a competitor. 
of Fujisawa, was arrested for receiving 
secret clinical data from Suzuki, the 
same NIH official who had played agent 
for Fujisawa. This time, however, the 
| data purloined by Suzuki concerned 
new antibiotic belonging to Fujisawa. 
In a moment of frankness, a former 
Health and Welfare Ministry official, 
| who is a medical doctor by training, told | 
| Shroff that espionage and fudging of 1 
| clinical testing are “very common" in the 
| pharmaceutical industry. qm 
Others claim there 15 а bad smell about 
| the entire health-care field in Japan. 
|. Medical and dental colleges are periodi- 
cally the subjects of scandals involving 
| bribery and less-than-competitive en- 
trance examinations. The most recent 
case has tainted the Tokyo Medical and 
Dental University. A member of its pro- | 
fessorial selection committee was аг- 
rested for accepting bribes from two can- 
didates for a faculty position. 
It is not unusual for medical and den- 

















that pulled the company through 
t of the recession. According to 
h's chairman, Tunku Haquiyuddin 
anku Ja'afar, Antah looks closely 
ely associate’s profit record, its 
potential (in line with the econ- 
ice needs) and, above all, at its 
nt record. “It has always been 
pproach to seek blue-chip 
he said recently. "Our com- 
tended to be self-financing 
ing." 
spots in Antah’s portfolio in- 
е partners such as United 
Commercial Union 
ah Sedgwick Char- 
ter а joint venture with the 
nsurance brokerage firm. 
hese топеу-ѕріппегѕ, how- 
Antah’s group interest exceed 
with respect to some of the 
ppointments, there is a 





iala Lumpur: A major privat 
iputra (indigenous): comp 
ne public — the first of its kin 
osely associated with Мер 
trepreneurially active roya 
stment-holding ` compa 

dings, has received appr 
ттеп! agencies to issu 

v ordinary shares on the Kua 
Ock Exchange. qui 
ah's move signals.a. new 
ent in Malaysia's burgeoning | 
rporate growth, until now lar 


government-nurtured. enterp: 
| ional enui 




































Раш Addison 
lulu: For about five years, Ronald 
ld extended his Honolulu-based em- 
round the globe. His company — 
Baldwin, Rewald, Dillingham 

ing — had offices in Taiwan, Singa- 
Tahiti and Indonesia, among other 
ific and Asian locales. Over this do- 
ain, the 41-year-old Rewald ruled su- 
reme, employing well-connected consul- 
ints, ranking military officers and even 
ie.former Honolulu station chief of the 
IA; which may have used the company 
amail drop. Among Asians with whom 
he did business was Philippine 
inessman Enrique Zobel. 
‘Today Bishop Baldwin is bankrupt and 
wald is in jail, unable to post US$10 
illion bail after being indicted in August 
n two counts of theft by deception. 

uring recent court hearings, incredi- 
е tales have emerged of high living by 
this Wisconsin-born, one-time sporting- 
goods store manager who was in personal 
bankruptcy in 1976. By offering 2096 
"guaranteed" returns on investments, Re- 
wald persuaded some 400 well-heeled in- 
vestors, including a number of notable 
Asian businessmen, to pour at least 
US$13 million into the company. His busi- 
ness methods, said United States federal 










e investment portfol 
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e е | ses it 
2ached іп Hawaii | 
)nolulu-based empire collapses, with several Asians 
imong some 400 well-heeled investors getting hemmed in 








ompetitive : 
* Sandilands (whose 
pp rations did not per- 
form as well as the holding company ex- 
pected) are two cases in point. 
The major question mark remains the 
holding company's gearing ratio. One 
Kuala Lumpur analyst put it this way: 
"From а conservative viewpoint, Antah's 
position may be less favourable than it 
seems — a net debt of M$25.3 million is 
73% of capital employed and a thumping 
169% of equity. Will the market rate 
Antah more highly than the balance-sheet 
warrants?" 


ntah's managing director, Tunku 
Imran ibni Tuanku Ja'afar, replied that 
the high gearing is deceptive. While seem- 
ingly disproportionate at the holding com- 
pany level, it is very conservative at the 
consolidated level, he maintained. He 
said that debt shows through Malaysian 
trading companies which "traditionally 
have a high gearing." In any event, he 
added, the share issue meets Antah's in- 
tention, known for some time, to increase 
its capital. 
Turning to the Jardine role in Antah's 
growth, Imran had some kind words for 
the Hongkong company: "Most foreign 





judge Martin Pence, had all the makings 
of a classic Ponzi (or pyramid) scheme in 
which early investors were paid off by 
later investors as the stakes grew ever 
higher. 

Bishop Baldwin's public profile was 
heightened in July with the release of.a 
331-page report called Capital Flight froim 
Hongkong and How Hawaii Can Benefit. 
Outwardly impressive, the report was but 
à transparent compilation of reports about 
the Hongkong and Hawaii economies, 
coupled with newspaper reports and some 
less than eye-opening conclusions. 

What drew some attention, however, 
was the high-sounding name Bishop, 
Baldwin, Rewald, Dillingham and Wong 
which was derived from Rewald and his 
partner, property salesman Sunlin Wong, 
with the addition of Bishop, Baldwin and 
Dilingham, three well-known Hawaii 
families with whom Rewald had no con- 
nection. | 

In the wake of a TV report questioning 
his company’s legitimacy, Rewald locked 
himself in a room in the Sheraton Waikiki 
Hotel on July 29 and slashed his wrists. By 
the time he had recovered, news of the 
Bishop Baldwin affair — and of Rewald’s 
extravagant tastes —— were reverberating 
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30% equity to bumiputra interests] 
whereas Jardine far-sightedly gave up 
control." Its downward movement to а 
post-issue equity holding of just 15% is, 
Imran said, “unavoidable.” He explained 
that a bumiputra public company’s equity 
must be spread 50% among bumiputras 
and 25% to the public, leaving little room 
for substantial holdings in other hands. 
For all that, there is the impression that 
Jardine, while seeming to retire from one 


field, is advancing in another. It has taken | 


a greater direct interest, the REVIEW 
understands, in some of Antah’s as- 
sociated companies such as Chee and Co. 
(a dental-supply firm) and Antah Sri 
Radin (a medical-equipment supplier). 
Jardine bought substantial , minority 
equity interests in both firms this year and 
its member on Antah’s board keeps a 
close eye on investment possibilities. 

As for bumiputra institutional pur- 
chases of Antah’s issue, Imran said that 
PNB would probably take a sizable in- 
terest. The Negri Sembilan Foundation 
has also indicated willingness to buy — а 
not unexpected development. The Trade 
and Industry Ministry is expected to ap- 
prove share sales to these buyers shortly. 

Beyond corporate equity holdings, does 
Antah further NEP objectives in other 
ways? Imran said Antah “works to per- 


Zobel: Lord: a shock for the elite. 


around Hawaii’s shocked elite, who knew 


him as a generous and thoughtful 
businessman and owner of the Hawaii 
Polo Club. 

More than two months later, most in- 
vestors are resigned to the fact that they 
will never see their money again. About 
half the investors are claiming some 
US$8.4 million from Rewald’s company. 
The rest have not filed claims, probably to 
save themselves from embarrassment, 
and their names have not been released 
publicly. 

No one will ever know the full extent of 
the Rewald empire or how many people 
throughout Asia have been affected. That 
is because as soon as the scandal erupted 
the CIA descended on Honolulu, search- 
ing through company files and obliterating 
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. firms in 1976 went the 30% route [that is, 





" 
qe м 


Шай [subsidiary and э 
panies] to follow NEP guidelines on ¢ 
ployment opportunities," adding, | 
ever, that the “main emphasis is о 
agement quality." The right person; 
ever his background, finds а place, 
Antah's managing director said, | 

At present, Antah has no теа кеа 
Singapore ог other Asean busi 

“though that is not to say we A 
like to get involved some day,” 
Imran. For the time being he sees * 
priority as consolidation, with the aid ¢ 
capital injection from the public issue, а 
step that was initiated in May this year 
after the last audit. Imran has no 
plaint about the thoroughness of multi- 
agency vetting of Antah's application. to 
go public, but he suggests that "perhaps 
one day a single committee will be able to 
do these tasks" in a one-stop service. ^ 


Beyond the Antah management's pride | 


at being the first bumiputra concern to be 
listed on the stock exchange is a feeling 
that the issue price of 60 M cents, 10 cents 
up on par value, amounts to a "very fair" 
price, as Imran put it. The extra capital, he 
said, will make Antah Holdings a “wholly 
ungeared holding company," though if 
local experience is any guide, the likeli- 
hood is that new borrowings to enable 
further expansion will push that gearing 
up again before too long. 





in documents any reference to its veiled 
role in the company. The CIA said only 
that it *was not aware of, and has had ab- 
solutely nothing to do with, Ronald Re- 
wald's alleged appropriation to himself of 
the funds of Bishop Baldwin or its invest- 
ors," according to a secret affidavit re- 
cently declassified at the request of the US 
Attorney’ s Office. 

Other details of the Bishop. Baldwin 
controversy suggest that Rewald used his 
connections in Honolulu and the Pacific 
basin to convince investors of his com- 
pany’s respectability and credibility. The 
list of those connections ranged from 
former Cambodian leader Lon Nol, from 
whom Rewald bought a USSI million 
house in 1979, to TV's Hawaii Five-O star 
Jack Lord, who gave Rewald works of 
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s association: with Zobel sprang 
common interest in polo. Re- 
ell as owning the Hawaii Polo 
wned.at least 17 horses. He and 
a former polo champion, report- 
ed forces in 1982 to look for a new 
the.club, the lease of which. on 
s north shore. was expiring. 

^ iate, Tomas Gomez, re- 
fold the Honolulu Star-Bulletin 
bel had long been suspicious of Re- 





edium-sized Thai finance 
ity. Development Finance 
is currently being 
scue package headed up 
Bank after it encountered 
ty problems. The em 


| ed financial institutions 
lowed to go under. 
€ .réscue operation was 


at ed debts of about Baht 1.4 bil- 


| short-term borrowings iom 
ther finance firms as well as some 
anks. Equity Development was on the 
nk of insolvency as the result of a series 
highly questionable practices — most 
ble among which was the payment of 
ry high interest to attract deposits (and 
number of poor-performing companies 
Development chairman Suthi 
oppakun. 

There «was. a strong feeling in some 

" quarters of: the .112-strong finance-com- 
pany sector here that poorly managed 
| firms ‘should be allowed to collapse to 
|| weed them out of the system. While any 
| liquidation undoübtedly would affect in- 
nocent public depositors, those who took 
[ this view felt it is both unfair and unethical 
‘for imprudent companies to use public 
money to further personal or group in- 
terests — particularly if in so doing they 
did not yield appropriate returns. 

This view apparently. is shared by the 
World Bank. In a recent comprehensive 
study’ on this country's financial system 
(Thailand: Perspectives for Financial Re- 
form), the bank recommended, among 
other things, free entry and orde rly exit of 
spanks and fin 





.Pacific commander, 








1 October 3, the company Had. 


„рау. for loans) and heavy lending to a | 


which directly or indirectly are related to | 





mpanies, in order to | 


also.led to some: business with the Sultan 
of Brunei, who bought two Corvette cars 
from him. . 

Rewald’s typical strategy was to enrol 
“consultants” whe would then also invest 
heavily in the company. One. consultant 
was John Kindschi, the former head of the 
CIA office here, who also invested more 
than US$150,000 with, Bishop Baldwin. 
The US. Air Force's recently. retired 
Lieut-Gen. Arnold 
Braswell, who was offered a job by: Re- 





generate more-competition in local mar- 
kets (REVIEW,, May 26). However, the 
suggestion e on.exit in particular — was 
rejected by the Thai monetary authorities 
as impractical, ==> 

The Bank of Thailand (BoT, the central 


` bank) clearly was.coneerned that a col- 


lapse of Equity Development would not 


only affect the general public but also trig- 


ger repercussions in the local financial sys- 
tem. The company had. total assets of 
about Baht 1:6 billion as of March and was 


| ranked 11th among the 20 largest. finance 


firms here іп 1982, Given the serious im- 
pact of Raja Finance's liquidation in mid- 
1979, which nearly. crippled the finance 
sector, central bank concern appears jus- 
tified. Moreover, any disruption now 
would be especially undesirable given the 
current economic recovery which requires 
sustained back-up from money markets. 

Bangkok Bank made it clear, however, 
that it agreed to take over the ailing com- 
pany at the central bank's request. Pri- 
vately, informed sources told the REVIEW 
that Bangkok Bank did so with some re- 
luctance. 


D» a meeting of all 47 of Equity De- 
velopment’s. major finance-company 
creditors on October 3, many, were ini- 
tially reluctant. to. go. along with a BoT- 
proposed 10-year debt-rescheduling pro- 
gramme. But the majority later gave their 
consent after. remarks by the central 
bank's Financial Institutions Supervision 
and Examination. Department director 
Roengchai Marakanont that those who re- 
fused to endorse the package would be 
deemed uncooperative with the au- 
thorities. 

: Under the rescue scheme now under 
way, Bangkok Bank -— together with 
three affiliated finance companies, includ- 
ing the largest, Asia Credit — will take | 
over Equity Development and. raise-its: 


























































wald, also investéc 
US$100,000. 

Some of these consultants worked out 
of offices that were often simply mail 
drops in other companies, and did not ac- 
tually conduct transactions. On paper, 
however, the Bishop Baldwin network ap- 
peared as though it stretched from Hong- 
kong to Central America and Europe. In 
charge of the Singapore office was Pranata 
Hajadi, one of several foreign consul- 
tants. Working in Taiwan for the company 
was lawyer Jason Wong. 

One of the biggest losers in the com- 
pany was consultant Gunadi Gautama of 
Jakarta, who with two other Indonesians 
— Henry Suhendra and Hidaya Singgih — 


- “than 






Gautama, Suhendra and Singgih now 
have filed a suit against the Waikiki 
branch manager of the Hawaii National 
Bank, claiming he referred investors to 
Bishop Baldwin. p 
Two Philippine investors have also filed 
claims against the company. They are 
Marilou McKenna-Moran who is claiming 
US$148,000 on behalf of the Fuller Paint 
Manufacturing Co. of Manila, and Ed- 
ward Moran, who is claiming US$88,000; 
Among the Asian assets claimed by the 
company are investments in oil drilling off 
the coast of South Korea and an interest in 
an Asian trading company. Rewald also 











Baht 80 million registered capital by 
another Baht 200 million. Promissory 
notes will be honoured as they become 
due, so the public will not be affected. 
However, institutional debt will be sub- 
ject to a 10-year moratorium — during 
which creditors will receive no interest for 
the first five years and 8.5% interest a year 
during the next five years — before repay- 
ment is forthcoming. 

As auditors plough through company 
documents to establish the exact extent of 
the damage, it appears that payment of ex- 
cessively high interest was one of the two 
major factors leading to Equity Develop- 
ment's downfall. At a time when the best 
lending rate for short-term inter-finance 
company funds is about 14.5-15%, Equity 
Development was paying close to the 
19.5% ceiling (above which is considered 
usurious) for call loans. While most reput- 
able finance firms offer around 13% in- 
terest on one-year promissory notes, 
Equity Development was paying the le- 
gally permitted limit of 16%. Interest pay- 
ments became a heavy burden over the 
past two years, accounting for more than 
80% of total expenses. 


FAR EASTERN ECONOMIC REVIEW e OCTOBER 20, 1983 


The second negative factor was related 
to heavy — and unproductive — lending 
to various companies belonging to what 
was until recently commonly known here 
as the Rama Tower group. After severing 
links with well-known Thai entrepreneur 
Paul Sitthi-Amnuai in 1979, Suthi set 





pany only days before it collapsed. 


_ < gen уннар „лу 


1 minor interests іп 18 other companies, 
among them an Arabian investment firm 
and a travel agency. His Swiss connection 
was a bank account containing just | 
US$8.50. Rewald also had plans last year — | 
to buy a bank in Chile but this apparently — 
was nothing more than a scam in which he — 
would have been the victim. E 
Close parallels have been drawn be- 1 
tween the Bishop Baldwin affair and | 
Nugan Hand Inc., both of which offered 
high returns on investments and used 
former military and CIA officials as con- 4 
sultants to their worldwide network of of- 


fices. So far, however, there do not appear — 
to be any links between the two com- | 
| panies. | : 


about to build his own mini business em- — - 
pire, with Rama Tower Corp. as the flag- 4 
ship. However, most of his ventures, — 
which were financed to varying degrees by | 
Equity Development, have turned out (O | 
be financial failures. Rama Tower Corp. | 
was forced to sell off a hotel of the same ? 
пате plus an adjacent piece of prime \ 
property in Bangkok's plush Silom Road 
usiness district in a transaction con- j 

cluded in April (REVIEW, Mar. 10). More 
recently; Suthi relinquished his major 
shareholding in Rama Tower Corp. to a 
new group led by property tycoon Sura 
Chansrichawala. | 4 

Equity Development has incurred bad — - 
or doubtful debts estimated at Baht 500 
million or more. Company documents 
show a Baht 14 million loss (excluding 
another Baht 9 million doubtful debt for 
which no provision was made) in the fi- 
nancial year ended March 1982, up from 
the slightly more than Baht 500,000 loss 
recorded a year earlier. 

Most analysts agree that legal provi- 
sions under the 1979 Finance, Securities, — 4 


E 


and Credit Foncier Business Act — par- 
ticularly those relating to restrictions on 
lending to associated companies — are 
sufficiently tight. However, they concede ` 
thal VIG is possible, whereby com- | 
panies which borrow from a finance firm 3 
are made to appear totally independent | 
entities, either through proxy sharehol- 
ders or otherwise. If that happens, thecase а 
must be handled under other laws. f 
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The government steps in with a winding-up petition, and the 
Carrian rescue operation finally comes to a halt 


By Philip Bowring j 
Hongkong: In the end, it took the gov- 
ernment itself to start unplugging the arti- 


ЎА 


by the court. However, this appointment 


“has caused consternation among some 


ficial life-support systems that have kept | ot ler creditors. First, they argue that it 
the Carrian group technically alive for | would make most sense for the same firm, 
many months. The group, including pri- | Arthur Young, to be responsible for all 
vate companies controlled by chairman | three liquidations, given the intimate na- 
George Tan, has debts of HK$10 billion | ture of group relationships. A more speci- 


(US$1.15 billion), according to inves- 
tigators. 


fic complaint, however, is that Touche 
- | Ross was the auditor of BMF. These cre- 


While merchant-bank advisers and.  ditors said that in view of the statements 


some creditors were still miming debt-re- 


made by the prosecution in the Tan case 


scheduling efforts, on October 7, Hong- | that the exposure of BMF to the Carrian/ 
kong's Registrar-General Martin Gleeson, | Tan group was far greater than had offi- 


who is also the insurance commissioner,. 
filed a petition to wind up China Under- 
writers, the quoted insurance subsidiary 
of Carrian Investments. This was done, 
said the registrar, to protect policyholders 
as the company had insufficient funds to 
meet potential underwriting commit- 
ments. : 

But the official move was the signal for 
creditors of the rest of the group — except 
shipping subsidiary Grand Marine — fi- 
nally to act on the inevitable. The day 
after a provisional liquidator was ap- 
pointed to China Underwriters, Bankers 
Trust, which is owed some HK$90 million, 
petitioned to wind up Carrian Invest- 
ments. In both cases, Arthur Young and 
Co. was appointed provisional liquidator. 
Although а final decision on liquidation. 
will not go before the courts until next 
month, chances of any salvation now аге 
zero. ; > 

The petition against Investments was 
followed immediately by meetings at the 
Laichikok detention centre, where Tan 
was being held pending the р of his 
(reportedly) HK$50 million bail. (Tan is 

-charged with offences under the Theft Or 
dinance [REviEW, Oct. 13].) V. 
signations were tendered, inclu: 

merchant banks Wardley апа Нат! 
Pacific as Carrian's financial advisers. | 

With Investments and Underwrite 
ready in the hands of a provis y 
liquidator, it was only a matter of time be- 
fore a creditor moved against Holdings, 












the private parent company se princi- 
pal asset was its majority stake in Invest- 
ments. But it was not quite so simple. First 
to move was e Asia (Hong- 
kong), a subsidiary of a European banking 
consortium, which is owed HK$20 mil- 
lion. The petition was granted but Inter- 
Alpha made no recommendation for a 
provisional liquidator, thereby leaving the 
matter in the hands of the official re- 
ceiver. à 

But then Bumiputra Malaysia Finance 
(BMF), a Hongkong subsidiary of 
Malaysia’s Bank Bumiputra, stepped in 
with а recommendation to appoint 
Touche Ross & Co. which Ze accepted 
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cially been acknowledged by Carrian 
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some other creditors are arguing that 
BMF's auditor is not the most appropriate 
liquidator for Carrian Holdings. But whe- 
ther any creditors are prepared to go so far 
as to challenge the appointment in court is 
another matter. 

Of those who tried to keep the Carrian 
group afloat, none tried harder than 
BMF, which continued to pump money in 
not only after the debt moratorium went 
into effect early this year but right up to 
the time of the murder in July of Jalil Ib- 
rahim, the Bank Bumiputra officer sent 
from Kuala Lumpur to try to tidy up 
BMF's affairs. 

The Malaysian bank is by far the largest 
loser in the Carrian affair — optimists con- 
sider it might get 20% of its loans back. 
But many Malaysians say it received 95% 
of the bad publicity — even more than its 
due share. Its officers have become the 
first to be publicly sacked for their role in 
the affair. However, though the chief 
players, they are not the only ones in the 
amazing story of interaction of interests 
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there may be a potential conflict of in- 
terest between Touche Ross’ role as provi- 
sional liquidator and its position as auditor 
of BMF. 

It was also suggested that there could be 
a conflict between the interests of BMF 
and other creditors over who had rights to 
what security. For example, according to 
some records, BMF has a loan of US$35 
million to Carrian partly secured on two 
floors of a building in Kowloon (REVIEW, 
Sept. 29). But WestLB Asia (a subsidiary 
of Westdeutsche Landesbank) has a sub- 
sequent mortgage on the same property, 
has possession of the title deeds and is in 
receipt of the income. 


fforts in recent weeks by Wardley to 

clear up this — and other — confusion 
in order to promote the rescheduling pack- 
age met with no success. All told, given 
the uncertainty that is surrounding BMF's 
affairs — to which has now been added the 
admission that its directors were in receipt 
of "consultancy fees" from Carrian — 


that constituted the three-and-a-half-year 
public life of the Carrian group. 

The second-largest creditor is the 
Hongkong and Shanghai Banking Corp. 
group, whose exposure is believed to total 
more than HK$2 billion. As important as 
the financial support provided by the 
Hongkong Bank group was the role of 
Wardley, a member of that group and 
Саггіап'ѕ merchant-bank adviser, in 
furthering Carrian's image. Wardley was 
involved from the very beginning of Car- 
rian's public life — the takeover of Hong- 
kong's Mai Hon Enterprises in January 
1980. 

Some bankers and  joint-venture 
partners who became involved with Car- 
rian now say they were influenced to do so 
by high-level Hongkong Bank endorse- 
ment. For bankers subsequently to blame 
each other for their own lending mistakes 
is unseemly. But the Hongkong Bank's 
prestige as well as profits has been dam- 
aged by its Carrian involvement. And the 
episode has made many of its officers, 
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in order of magnitude, WestLB and 
Barclays, both owed several hundred mil- 
lion Hongkong dollars each. Bank of 
Communications, which is incorporated 
in China, also has a very substantial expo- 
sure. Locally incorporated banks, on the 
other hand, had relatively little involve- 
ment with Carrian — partly good judg- 
ment, partly because they were not in the 
mega-buck lending league. 

How long the liquidation will take is any 
one's guess. The once-mighty Carrian em- 
pire has relatively few assets left anyway, 
and most are mortgaged to banks which 
make their own decisions about what to do 
with them. The largest previously unen- 


cumbered assets were properties in the | 


United States — principally the Trans- 
pacific Centre in Oakland, California. But 
sale of these for US$68 million, an- 


nounced in June, apparently has been | 


completed. Of property assets in Hong- 
kong, the largest is the Carrian Centre, 
mortgaged to a syndicate of banks for 
US$83 million. Other Hongkong property 
assets include a mishmash of luxury flats 
and bits of various office and industrial 
buildings. 

China Underwriters’ insurance busi- 
ness, which is long established and has а 
good reputation, can probably be readily 
sold if confusion over charges on its prop- 
erty assets and cross-loan guarantees can 
be sorted out. 


» Christopher Wood writes: The one 
piece of the Carrían empire that seems set 
to survive, albeit in severely truncated 
form, is the shipping unit, Grand Marine. 
Formerly Hongkong's fourth-largest ship- 
ping company, its fleet now consists of 14 
ships with a total tonnage of 329,000 dwt 
compared with 57 vessels and another 10 
on order a year ago — a total of more than 
1.7 million dwt. Ten of the surviving ships, 
all of which are modern motor vessels, are 
on period charter. 

In a statement released on October 10, 
Grand Marine creditors announced they 
had signed an agreement to allow the com- 
pany to continue in operation until the 
spring of 1986. It is hoped that this initial 
bail-out period will ensure the survival of 
the company, which has debts of some 
US$115 million. Grand Marine is 66.2% 
owned by Carrian Investments. Banks will 
continue to meet the operating expenses 
on those vessels against which they are 
secured, as they have already been doing 
for several months. — . 

The successful disentanglement of Grand 
Marine from the rest of the Carrian deba- 
cle is the result of extreme retrenchment 
carried out by chief executive Nicholas 
Asimakopulos, soon to leave the com- 
pany. He told the REVIEW: “At this stage I 
see no reason [despite the Carrian connec- 
tion] why the company would be pre- 
cluded in any way from running satisfac- 
torily," adding that he was sure the banks, 

aving gone so far, would now “see it 
gh." 


































































Jt of the: 
Several officers of Bumi 
to step down in the wake 


By James Clad and К. Das 
Kuala Lumpur: Several senior offi 
Bumiputra Malaysia Finance (B 
Hongkong subsidiary of Bank Bum 
will be asked to resign in the wake of 
lations by Prime Minister Datu 
Mahathir Mohamad that senior Bà 
ficers received a total of HK$3. 
(US$379,300) in "consultancy fe 
sociated with Carrian group loan: 
Malaysian Government would 
further action against any of thi 
| Mahathir said, because, whil 
| been “imprudent” and “morally 
the money was acquired lega 

However, Mahathir’s state 
newspaper editors failed to d 
ing feeling here that firme 
| be taken. The strongest read 
revelations of BMF's indebte 
rian and the murder in Jul 
Bumiputra official in Hongko 
from the opposition Democr 
Party, whose leader, Lim Kit 
the REVIEW Mahathir's statement an 
manner in which it was made wer 
ing." ix 

The statement showed that no. 
charge of a “colossal act of 
ment” and revealed “а complet 
of government responsibility,” h 

Mahathir told the editors that 
BMF officials associated with bad 10; 
Carrian, one had already left the b: 
mentioned no names, but it. is acc 
here that he was referring to.K 
Ariffin, who resigned as BMF chairm 
1982. The other officers are thought 
BMF directors Datuk Hashim Shi 
din and Lorrain Esme Osman, 
Bumiputra senior general manager 
Saniman and BMF general тапар 
rahim Ja'afar. 

Lim pointed to what he called gra 
ommissions from Mahathir's statemen 
particularly the lack of information about 
the extent of loans outstanding to the.Ca 
rian group — “even now, we still do nol 


ve the. total figures." The confu: 
ministerial res Or: 
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he murder reinforced the view 
hat a deep culpability must be 
ought to account. 

"Reports from Hongkong thus have em- 
dened the local press, particularly 
newspapers seen as being more indepen- 
dent of the government. On October 9 the 
withdrawal of Carrian Investments' mer- 
chant-bank advisers was explicitly linked 
in a front-page article to a "virtual dash- 
ing" of any BMF hope to recover loans of 
the magnitude suggested by Hongkong 
sources. 

The strongest reaction, however, has 
come from Lim, who earlier said sugges- 
tions in Hongkong of a disappearance of 
half the BMF loans pointed to "unchal- 











lengeable" urgency for a royal commis- | 


sion of inquiry into the affair. 


*Finance Minister Tunku Razaleigh | 


[Hamzah], should also stop evading re- 
sponsibility to put BMF and Bank 
Bumiputra right,” Lim said, “for he and 
the Bank Negara [central bank] would not 
be able to shirk liability in allowing BMF 
such free-wheeling freedom where BMF 
would be lucky to recover 1-2% of the 
M$1.7 billion it had loaned.” 

Meanwhile, the government has tabled 


an amendment to Malaysia's Banking Act | 
1973. The bill contains only one substan- | 


tive provision — insertion of a new section 
enabling a complete restructuring of an 
existing bank through a "scheme of trans- 
fer" which would need approval by the fi- 
nance minister. 


Ur the proposed amendment — as- 


sured of as rapid a passage as the over- 
whelming government parliamentary 
majority wants — sucha scheme would 
take effect following confirmation by the 
High Court. A scheme could be as com- 
prehensive and absolute as the govern- 
ment wished and, under the provisions of 
the bill, restructuring could take place 
with retrospective effect. Legislation. of 
this type could make a major reorganisa- 
tion of Bank Bumiputra much easier to 
facilitate — if thatis the goverriment's in- 
tention. 

Éven if Carrian's default is only partial, 
the BMF loss could significantly distort 
local institutions’ financial priorities. 
Most of Bank Bumiputra's M$1.25 billion 
capital, as boosted by the PNB injection, 
could be wiped out by provisions for Car- 
rian and other BMF losses in Hongkong. 
Some 70% of total Hongkong exposure 
would be about M$1 billion. 

Recent press treatment of the affair has 
become more aggressive: on several occa- 
sions, newspapers have named the senior 
BMF officers regarded as having a princi- 
pal role in the loans affair. 

Mahathir said at an opening of a federal 
agency's headquarters in Kuala Lumpur 
that "individuals who have betrayed the 
nation" will be punished. “Sooner or 
heir malpractices will be detected 
y that time it will be too late for them 
| protection from certain people close 

















| aged by the prevailing low prices, had 


BP Australia in d 


Oil major BP Australia posted 
of A$74.3 million (US$68.4 
the six months to June 30 (p 
Pun of A$27.9 million) on reve 

lipped 4% to A$1.15 billion, down 

A$1.2 billion previously. A minor. 
expense of A$2.1 million (pr 
A$11 million credit) was brought 
count. The pre-tax loss was A$73 
lion (previously a loss of A 
lion). Interest charges rose 
million (previously A$40 millio 
the depreciation provision was 
to A$44.8 million (previously, 
lion). The group has transfe: 
seventh interest in the North 
project to a new United Stat 
of the British Petroleum par 
should substantially i impro 
gearing. 


Myer in the mire 


Australia's largest depart 
group, Myer Emporium, re 
47% slump in net profit to A$: 
(US$9.2 million) for the ye 
31, from A$18.9 million the year! 
Turnover during the year rose 7. 
A$1.8 billion, from A$1.6 bill 
year was an eventful one for the 
since it marked the successful ри 
of Grace Bros Holdings after af 
takeover contest. Without a maidi 
tribution from Grace Bros, the рг 
might have been more severe. __ 
The group interest bill rose 
30% to A$74.8 million (A$57.8 mi 


hipbu 
ut Korea апа Japan for deliv iy 
5 and 1986. 

rectors have declared an inter md 
Of 10 centf a share. The group 
unced plans to raise US$50-mil- 
by placing US dollar bonds of its 
ry Venture Finance. The placing 
being worked out with the Hong- 
осі exchanges. 





























































































d обы for the half ended July 1 
million (US$4.4 million), up 
m the same period the year be- 
st of the gain was ascribed to the 
puepoint shopping comple 
bution i jumped 3976 to S 











was boosted to A$33.4 million from: 
previous A$27.6 million. Net. € 
ordinary profits of A$43 million 
brought to account, with most of the 
fit derived from asset sales which rz 
A$117 million during the year. Aste 
6 A cents a share final payout took th 
annual dividend to an unchanged. 11. 
cents a share. — BRIAN ROBINS 


Wah Kwong steady © 


Wah Kwong Shipping & Investment Co 
(Hongkong) announced an unaudité 
consolidated group net profit 0 
HK$80.2 million (US$9.3 million) for 
the six months to June 30, a slight if- 
crease over the profit of HK$79.5 mil- 
lion earned in the same 1982 period, 
Earnings per share were 30 HK cents foi 
the half, compared to 29.7 cents the year | : 
before. The group sold four of its vessels ` 

and a minority interest in one of its build- 
ings during the period. It also acquired 
the vessel Crusader Venture and minor- 
ity interests in three of the group's sub- 
sidiaries. Chairman Tsong Yea-chao 
noted “some meaningful improvement" 
in the tanker market, though the bulk- 
carrier market remained in a depressed | 
state during the half. The group, encour- 























riod to Oct. 10 were overshadowed by 
through the 1,000-point mark on the 
ng and vigorous promotion by brokers 

lal-weakened Seoul slumped to its lowest 
bing in Rangoon which left four South Ko- 






t since June. | 
ипе ministers ; 


f the peso (page 66) saw stockmarket turnover 
‹ 2 million shares valued at P60.3 million 
4884.3 million), the highest in many weeks. But this 

luded so-called ceremonial swaps of newly issued 
Land. Investment Trust certificates of the Human 
Settlements Ministry. These cashless transactions in- 
volved 8 million certificates, designed to raise funds 
various projects of the ministry headed by 
nt Ferdinand Marcos’ wife, Imelda, worth 
Million. There was a change for the better in 
od of investors. Most mining issues recorded 
5 did commercial-industrials Philippine Long- 
ce: Telephone and San Miguel. 


NEW ZEALAND: Artera quiet but firm start, the 

et finally broke through the 1,000-point mark 
on the NZUC Index on Oct. 7, from which it took 
considerable encouragement and posted on Oct. 10 
its best daily gain (of 18.65 points) for some months. 
Sentiment was aided by the successful disposal of a 
arge block of Carter Holt and competitive bidding 

r control of the Mt Cook group. Also, the long line 
of oil exploration floats appeared to.be drawing to a 
Successful conclusion without any of the problems 
foreseen in some quarters. * 


AUSTRALIA: Renewed buying support for 
partners in the Jabiru ТА well and heavy foreign buy- 
ing of banking stocks lifted the Australian All-Or- 
«| dinaries Index by 10.4 points to 707.6 by the close on 
| Oct. 10. However, the market remains sensitive to 
overseas developments, especially the fall in the gold 
price and trends on Wall Street. Volume has gener- 
ally been light with the index spending much of the 
period hovering around the 702-point level, until new 
information on the Jabiru well hit the market, push- 
тр prices higher. It is now commonly thought that 
; the Jabiru well, in the Timor Sea, has an oil deposit of 
at least'200 million barrels. 























TAIPEI: Buoyed by record highs on the New York 
and Tokyo exchanges. the market crept upward in 
mixed trading. With the market closed for National 
Day celebrations on Oct. 10, value turnover was off 
more than 15%, averaging NT$880 million (US$22 
million) à day. Share prices fluctuated within a fairly 
narrow range, as analysts predicted the market was 
| going through a period of stabilisation. The weighted 
| index on the final day closed at 720.69, up 12.73 
points from the previous period. 


ve days of decline on th 
ange which earlier 


| SEOUL: The composite index, in a market already 
seriously weakened by a series of financial scandals. 
dived to its lowest point since June 1982 following 
news of the Rangoon bombing, in which four South 
Korean cabinet ministers were killed. Heavy buying 
| by institutional investors on Oct. 10 failed to prevent 
losses, as the index fell to 115.59 for a loss of 2.12 
points from the previous period. Earlier in the 
period, severe fund shortages at many companies, 
caused by the Choheung Bank scandal (page 77) ac- 
counted for losses in share prices. 
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‘Salvaged by 
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| (US$970.000). The Book 
1.35 points to close at 126. 
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Aust. All-Ordinaries index 
Oct. 4 Є „— 697.4 
Oct. 5 Mon 702.3 
Oct. 6 6: 702.8 
Oct. 7 709.5 
Oct. 10 _ 707.6 
Change on week . . 1.45% 

3 
Oct!0  "wchange % 
AS on week — yield 
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Ampol Exploration 3.78 -26 25 
Ampo Petroteum. 198 24 38 
ANZ Bank 5J6 +67 48 
Australian Cons Ind 164 +06 91 
Australan Guarantee 2.48 +21 44 
APM 228 +18 72 
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Smith H 3.70 51 61 
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Western Mining 392 51 05 
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Woodside 129 -98 Е 
Woolworths 252 +16 5.6 
Hang Seng Index 
Oct. 4 690.06 
Oct. 5 717.68 
Oct. 6 700.92 
Oct. 7 is 734.05 
Oct. 10 753.96 
Change on week = +5.45% 
Oct i0 ‘change % 
HKS onweek уг 
Associated Hotels 1.08 +09 rite 
Atlas ind. $00 +99 14 
Bank of E.A 16.80 18 3.6 
Carman Suspended - — 
CheungKong Ex Div 6.20 +68 10.2 
Ching Light 1150 6% 57 
Come 110 £100 вё 
F E. Consortium 043 +75 58 
F E Hoteis 0.80 "1 44 
First Pac. Holds. 385 +4л 104 
Grand Marine Suspended = = 
Great Eagle 0.39 49 3.0 







































































HK. &Ch Gas 
МК &К Wharf 
HK Land 
HK AS Bank 
WX. & S. Hotels 

ТЖК & Vau Ferry 170 
Hopewell 164 
Msi Chong 0.67 
Hutchison Whampoa Ех Dv — 970. 
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Oct.4 _ 994.74 
Oct. 5 995.11 
Oct. 6 997.48 
Oct. 7 1,005.69 
Oct. 10 1,024.34 
Change on week +3.32% 
Oct.10 “change % 
Alex Harvey NZS on week умі 
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Fietcher Challenge 180 “47 64 
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Manila Mining index 
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Les Hotels Meridien. 


Asia has many faces and 
speaks many languages. 


In this myriad of cultures, 


a culture new to Asia is 
finding a home. It is 
personified in the very 
French Meridien hotels. 
In Tokyo, the Pacific 
Meridien towers over 
Tokyo Bay. 

In Hong Kong, the Regal 
Meridien practices the 
culinary genius of Paul 
Bocuse, in the elegant 
Restaurant de France. 


Travellers on a stopover 
in Hong Kong will ap- 
preciate the convenience 
of the Regal Meridien 
Airport Hotel. 

And opening in late 1983, 
three more Meridien hotels, 
two in Singapore and one 
in Colombo. All will be 
distinctively French. 

This is just the beginning 
of the Meridien presence 
in Asia. So for a totally 
French experience, say 
‘bonjour’ to Meridien soon. 


AA 
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MEDIEN 


LES HOTELS DAIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Meridien Reservations International in 
Hong Kong: Tel.: 3-669996. Telex: 40955 HOMRO HX. ; | г 
There are over 40 Meridien hotels worldwide іп Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, 


Jeddah and many other cities 
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The American Express Card. 


Don't leave home without it. 
Cambination E 





Mandarin International Hotels Limited 


Hong Kong: The Mandann The Excelsior 
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China remains a mystery to business- 


men around the world. Which is 


why they have a difficult time assess- 


ing China’s potential as a market 


for their products. 
Yet, for 20 years, the CHINA 


TRADE REPORT has helped China 


Traders eliminate most of the quess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


‘ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine, 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd 
G. P. O. Box 160, 

Hong Kong 


R1020CTR4M 


————— == = == = ж ъ= = = о «з э» ч» з ә = = = = = | 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


City 





Annual subscription rates 
HK$1,750 M/S$540 US$250 £155 А$285 


Sent airmail anywhere in the world. 





In New Zealand Pd. en jov getting 
into hot water. 


In New Zealand, you'll find 
more places to get into hot 
water than anywhere in the 
world. Because at Rotorua 
we have hundreds of hot 
spots. Ranging from lakes to 
small pools, where you can 
laze in the warm thermal 
springs. After a relaxing dip, 
you'll be ready for the 
spectacular sights. Steaming 
geysers shooting high in the 
sky. Pools of bubbling brown 
mud surrounded by a hellish 


haze of sulphur and steam. 
And when it's time to cool 
off head for our Southern 
Alps, where you'll enjoy 
some of the world's best 
skiing. You can even take a 
skiplane and land on a 
glacier. Then head down to 
our fiordland where you'll 
discover cascading water- 
falls, rain forests, and the 
quiet majesty of Milford 
Sound. 

From Hong Kong, 


Bangkok and Singapore you 
can fly to New Zealand, the 
Pacific Islands, U.S.A. and 
Asia on our Circle Pacific 
Fare. Or travel one way to or 
from the U.S.A. on our South 
Pacific Explorer Fare. For 
details call your тр. Pacifics 
travel agent, or Number One 
Air New Zealand. # | 
Come home TER 
with us soon. We EW ` 
promise you a r 
warm welcome. 3a 
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Fora closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Sweden. 
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n biotechnology, have found a 
duce ethyl alcohol. Known as Biostil, it 
d process – energy saving and easy on 

he environment. It's being put to work in T | 

- Brazil, a country which has quickly established itself as the world’s leading 

producer of “green gas” – automobile fuel made from agri ultural products. 

Infact, by 1985 Brazil will have a million cars running on green gas – 

- produced primarily from the country's gigantic sugarcane plantations. 

Crucial to this programme are Alfa-Laval’s yeast separators and heat 
exchangers. And not just in Brazil, but in plants throughout the world where 
ethyl alcohol is being produced. ig 
| Green gas is an environmentally acceptable substitute for oil: today, a 
` decade after the onset of the oil crisis, cars in the United States are beginning - 

to run on "gasohol" – nine parts gasoline and one part ethyl alcohol. 
uq Devising a way to drive a car on sugarcane is typical of our innovative 
_ way of solving problems: all over the world we are finding new applications 
for well-proven Alfa-Laval product lines. 






Ultimately, our aim is this: to 
find environmentally safe and cost 
effective ways of supplying the world's - 
food and energy needs. This, we feel, 
is potentially the world's next major 
growth area. 

In other words, we are creating 
new markets from great ideas. 





The Growing World of Alfa-Laval 
Alfa-Laval employs 18,000 people in 
35 countries and its annual turnover of 
USS1,100 million (a 1396 increase over 1981) 
represents 10 consecutive years of growth. 
8796 of this turnover was derived from sales 
outside Sweden. Over the past five years, 
dividend growth rate has averaged 11.196. 
Today Alfa-Laval's products and processes are 
solving problems in 125 countries and in over 
170 industries — from energy production, 
environmental control and food processing to 
resource recovery, agriculture and chemical 
engineering. 
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he Cathedral of the Sacred Heart, 

which is celebrating its 120th an- 
niversary this year, mirrors the tumultu- 
ous history of politics and religion in 
modern China. Built by the French in 
the heart of Canton, the cathedral was 
once the seat of Roman Catholic power 
and influence in southern China. After 
Liberation, ties with Rome were se- 
vered, but the church remained open 
until the Cultural Revolution when it 
was ransacked and eventually turned 
into a storehouse. Today, in line with Pe- 
king's new liberal policies towards reli- 


gion, the cathedral is being restored and 
is open again for worship. 

Like most of China's 19th-century 
churches, the cathedral's origins are 
linked with the history of Western im- 
perialism. It sits on land once occupied 
by the command headquarters of the 
Qing military governor for the 
Guangdong-Guangxi region. After 
China's defeat by British and French 
forces during the Second Opium War the 
victors levelled the site. Later, in 1857, 
following French demands for compen- 
sation for church property destroyed 
during the war, imperial authorities 
ceded the site “in perpetuity” to the 
Roman Catholic Church. 

Construction of the cathedral began in 
1863 and spanned 25 years. At comple- 
tion in 1888 construction costs were in 
excess of FF400,000 at then-current 
value — a large sum for those days. 
More impressive, however, was the de- 
sign and scale of the undertaking, which 
remains unrivalled in southern China. 
Built in strict conformity with the Gothic 
style prevalent in French church ar- 
chitecture during the 12th-15th cen- 
turies, the cathedral occupies nearly 
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2,800 sq. ms and is constructed entirely 
of granite quarried in Hongkong and 
shipped up the Pearl River in junks to be 
hand-cut on site in the traditional manner 
by Chinese workers under the supervi- 
sion of French artisans. The cathedral’s 
twin spires, soaring nearly 60 ms, were 
fitted with four bells cast in France. Mas- 
sive stained-glass windows in seven col- 
ours, also imported from France, de- 
picted the lives of Christ and the saints. 
One of the cathedral's distinctive de- 
sign features is its twin cornerstones, laid 
on June 28, 1863. The stone at the east- 
ern corner is inscribed with the word 
“Jerusalem” and that at the western 
corner with “Кота” — intended as rep- 
resentations of the geographic founda- 
tions of the traditional Catholic faith. 
Each of the stones was cut with a hollow 
centre which was filled at the time of 
consecration with soil brought from the 
two cities especially for the occasion. 


Tu visitor can only catch a glimpse 
of the cathedral's former glory. 
Only small segments of the stained-glass 
windows remain; the rest were victims of 
Japanese bombing during the invasion of 
Canton. After Liberation, the church — 
together with the diocesan school, hospi- 
tal and bishop's residence located on the 
grounds — was "voluntarily" handed 
over to the state. Failure to allocate 
funds for upkeep and repairs during the 
1950s and 1960s caused the cathedral 
and associated structures to deteriorate 
further. The real damage, however, 
came with the Cultural Revolution. 
Marauding Red Guards destroyed the 
altar, statues, pews and sacred orna- 
ments within the church and then turned 
the structure into a warehouse “to serve 
the people." 

Today all that is changed. The cathe- 
dral reopened in July 1979, and has been 
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designated a ^protected cultural site" by 
the Municipal People's Government. 
New pews, an altar and other religious 
paraphernalia have been installed. Daily 
masses have been revived. Two of the 
church's ancient bells are now function- 
ing again. The cathedral even publishes 
its own magazine. 

Cathedral officials point to such 
changes as evidence that things are now 
"back to normal" in the Chinese church. 
Still, grounds for scepticism exist. The 
cathedral's congregation, which 
gathered recently for a commemorative 
photograph, consists of only 130 mostly 
elderly souls. Geriatric frailty also 
afflicts the clergy. Of the cathedral's five 
priests the youngest is 70-year-old Fr 
James Lin. The bishop, in his late 80s, 
was described as “зо old, he thinks he is 
in heaven already." The Chinese church 
in Guangdong is not training new priests 
to replace the older generation, though 
seminaries have reportedly reopened 
elsewhere in China. 

The past, present and future of the 
cathedral were united, if only briefly, 
some time ago when Lin officiated at the 
baptism of this writer's baby daughter, 
Anna-Sieglinde. Before Liberation, Lin 
was serving in the cathedral when the 
baby's mother, a native of Guangxi, was 
baptised there. The daughter's baptis- 
mal service, like the mother's 35 years 
before, was preceded by a traditional 
Catholic mass and was conducted en- 
tirely in Latin, though the Roman 
Catholic Church as a whole now uses 
vernacular languages. 

After the service, Hongkong-educated 
Lin invited the baptismal party — in- 
cluding 15 expatriate and local guests — 
to take tea in the cathedral hall where he 
praised Peking's new religious policies 
and predicted a bright future for the 
"patriotic Chinese Catholic Church." 
Whether such optimism is warranted de- 
pends literally on one's point of view. 
Within the cathedral grounds the faith 
may be blossoming. Once outside, how- 
ever, the breezes seem cooler. As the 
new communicant and her parents en- 
tered Canton’s Baiyun Airport the 
morning of the baptismal service, they 
were detained by customs officials who 
thoroughly searched the party's nappy- 
stuffed bags for "Bibles and other 
obscene literature." — MICHAEL MOSER 


OCTOBER 20. 1983 e FAR EASTERN ECONOMIC REVIEW 


FAR EASTERN ECONOM 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Editor: David Jenkins; 


Jonathan Sharp (Deputy), 
Patrick Smith, Ashley Wright (Assistants) 


Business Editor: Anthony Rowley: 
Paul Sillitoe (Deputy); 
Jose Galang, Christopher Wood (Assistants) 
News Editor: Mike MacLachlan; 
Michael Charnock (Deputy) 


Editorial Manager: Michael Westlake 


On July 4,1912, our hotel 
of sky rockets, champagne in 


checked in to the accompaniment 
7 orchestras and an audience of 5000. 


Any day this year you can check in with only slightly less attention. 


The newest, oldtradition with Manila Bay's world 


in the Orient is back. With all famous sunset for a backyard, 


the old elegance, service and 
attention you thought was a 
thing of the past, every 
modern luxury you could 
dream of and a magnificent 
hotel lobby beyond your 
wildest dreams. 

We still even offer a 


The Manila Hotel has been 
reborn an architectural 
masterpiece, an uncompro- 


misingly unique resort hotel, 


weaving the best of the 

past with the best of today. 
Where timeless traditions of 
Philippine hospitality and 


impeccable service answer 
the demands of the most 
sophisticated traveler. 

Arrive by helicopter on 
the roof or by limousine at 
the portico. But however you 
come, when you check in to 
The Manila Hotel, you'll 
know you've arrived. 

For reservations, please 
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There are perhaps a dozen incredible 
places you must see in the Orient. 
One of them is a hotel. 
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LETTERS TO THE EDITOR 


The KAL facts 


Let me commend you on the excellence of 
Michael Westlake's On course for disaster 
[REviEW, Oct. 13]. While the rest of the 
media have placed their hopes on the re- 
trieval of the black box to provide answers 
to the shooting down of the Korean Air 
Lines jetliner, you have taken the known 
facts and analysed them in an extremely 
intelligent and unbiased manner. The 
space of a little over a month since the 
tragedy occurred has given time for emo- 
tions to subside, and vour article has ap- 
propriately helped the mist to clear even 
more. 

Of course the Soviet Union's action was 
inexcusable and unforgivable. However, 
knowing the nature of this arrogant, ag- 
gressive and paranoid state, can we seri- 
ously judge it by the same criteria with 
which we judge peace-loving countries? 
We must now be honest enough to admit 
that human error was the cause, and all we 
can really do is make sure that such disas- 
ters never occur again. 
Hongkong эм 
Alarmed by the one-sided assessment of 
the South Korean airliner disaster in the 
United States media, I appreciated Mur- 
ray Sayle's full and unbiased account 
[REVIEW, Sept. 22]. If we were at war with 





the Soviet Union, the US’ anti-Soviet 
propaganda would be commendable. In 
the present circumstances, its attitude 
comes across as short-sighted and 
foolhardy. Whatever happened to diplo- 
macy? 

That the incident was a tragedy is not in 
doubt. And the way it was handled here is 
another tragedy. The only bright spot is 
that there are parts of the world in which 
the ethics of journalism are alive and well. 
So, Salem. NY TANGEA TANSLE Y 


Digger in distress 


| In his letter [REVIEW, Oct. 6] commenting 


on my review of Australia's Vietnam, 
'Digger of Hongkong evaded the main 
issue. Unlike ‘Digger’ with his AK47 fire 
in an Asian bar, I did not report on the war. 
I served in the Australian Army in Viet- 
nam and if need be I would proudly serve 
again. | would say also that Australian 
commanders and their soldiers did their 
utmost to perform their duty. But this is 
not the point. 

The point which 'Digger could not 
understand was that the Australian Army 
was placed in an impossible position by 
the government which sent it to Vietnam. 
If he had read Australia's Vietnam he 
would have seen that even field command- 
ers complained that they could not get a 












point of view." 





"Hong Kong may never be seen 
from a more magnificent 
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Only one hotel rises from 
the very edge of the 
world's most spectacular 
harbour. 

The Regent. 

from floor to ceiling 
presents an unforgettable 
panoramic outlook. 
Truly an impressive 
location for Hong Kong's 
finest hotel. 


the 
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OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
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| precisely defined role from the govern- 
ment. And the reason for this, as I clearly 
implied, was that the government did not 
know what the war was about. So when 
the soldiers could not have known what 
the war was about it iS not surprising that 
they retreated into racism, etc., as the 
book I reviewed confirms. 

We all know armies have perimeters, 
but the problem was that the Australian 
perimeter precluded contact with the local 
population because the task force did not 
trust it. Maybe then even ‘Digger’ might 
be forced to wonder who or what the 
Australians thought they were fighting 
for. Also, his confused comment which 
equates “friendlies” with laundresses who 
paced out the mortar range supports my 
point (though it is hard to believe that the 
Viet Cong did not already know the range 
to Nui Dat). 

As for ‘Digger’ being “distressed” to 
find that in the context of a war that lasted 
30 years and killed millions of people 
Australia’s overall role was insignificant, 
this is really too bad. I only hope he is not 
as distressed as the Australians who were 
killed or wounded or had their lives deeply 
disturbed in Vietnam because their politi- 
cians did not know what they were doing. 
Sydney GREG LOCKHART 





Defending democracy 
Recent events show that Philippine Presi- 
dent Ferdinand Marcos is slowly becom- 
ing a liability to his country, and may be 
unable to make any more constructive 
contribution, no matter how much longer 
he hangs on to power. Similarly, President 
Zia-ul Haq of Pakistan is becoming a dis- 
credit to his country, with sustained sup- 
pression, oppression and destruction of 
his opponents. 

In the modern world, many have lost 
the art of yielding power gracefully, and 
are unwilling to relinquish the reins of 
power until they breathe their last breath. 
The fact is that in the post-World War II 
years, in the name of defending democ- 
racy, the United States has an unsuccess- 
ful record of aiding those who are crushing 
democracy. 


Singapore CHENG TIM PIN 





Lost at sea 


It is rare that the knowledgeable Donald 
Wise can be faulted, but he appears to 
have erred in his review of At Dawn We 
Slept [REVIEW, Sept. 1]. He has it that 
only four aircraft carriers were used for 
the strike at Pearl Harbour, when in fact 
six were used. 
Singapore Capt. P. J. RIVERS 
e Donald Wise writes: Rivers is abso- 
lutely right. Like US intelligence on that 
day, I lost track of one Japanese carrier di- 
vision. The six carriers involved were 
Akagi, Кага, Soryu, Hiryu, Shokaku and 
Zuikaku. 
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"Гуе put you on Sabena" 


Рина 


at 


Flying's less fuss 
via Brussels 


You'd be surprised how often connecting 

with Sabena's handily timed world wide 

services in Brussels can leap-frog you 

over congested airports. And get you 

where you want to be in the world with 

less fuss and maybe faster, too. 
For a major international crossroads, dis qd ries ah адсл 
Brussels National Airport is compact and  Sabena's worldwide network. 
hassle-free with excellent facilities and 

Sabena service proves that to travel can 

still be almost as pleasant as to arrive. 
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On the reclaimed shores of what 
was once called a barren rock. . . on 
the edge of one of the greatest natural 
harbours in the world. . . on the 
doorstep of the world's greatest future 
market. . . in the heart of the world's 
third most important financial 
centre. . .one of the world's largest 
property companies is building the latest 
chapter in modern office architecture. 

Exchange Square. Hong Kong. 


The future hub of Asia's business worlc 


For arrangements to view the Exchange Square 
Exhibition Suite and film presentation, or for 
further information, please contact 





International Marketing Consultants 
20th Floor, Pnnce's Building, Hong Kong Alexandra House, Kong 
Tel: 5-217171 Telex: HX 74247 Tel: 5-8428288 Telex: HX 75102 





Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 
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The à 
The Best 


Д» the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 

producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 






















Demonstrations in Pakistan against the rule of 
resident Zia-ul Haq have so far failed to spread 
far out of the province of Sindh, the home of the 
late prime minister Zulfikar Ali Bhutto and still 
under semi-feudal control by landlords who are 

ostly followers of Bhutto. So it is possible that 
the trouble may be merely a flash in the pan. Zia 
imself says in an interview that the Pakistan 
eople's Party, the power behind the campaign, 
has misjudged the situation — and also blames 
the Soviet Union and india for interfering. 
Husain Haqqani reports оп the possibility of 
ue smoke without fire and talks to the president. Pages 42-46. 
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Pages 14-16 - 
As South Korean President Chun 
Doo Hwan rebuilds his shattered 


| Pages 27-28 
| 
cabinet, the conviction grows | 
| 
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Tibet faces more than political 
problems as exiles claim sup- 
porters of the Dalai Lama are 
being arrested and executed. 





that North Korea was responsible 
for the Rangoon blast. 







Page 29 

16 Indonesia's softi 
Malaysian elder statesman Tunku | lationship with 
Abdul Rahman brings the con- 
stitutional crisis into the open. 


-softly trade re- 
aiwan is one in 


the eye for the Peking govern- 
ment. 


Page 17 

Philippine President Ferdinand 

Marcos offers concessions to the 

opposition, but they have more to 

do with style than content. 
} 
| 
| 
| 
| 
| 





Page 18 
The conviction of former Japan- | Australian Foreign Minister Bill 
ese prime minister Kakuei | Hayden ruffles Asean feathers, 


Tanaka may lead to an early gen- 
eral election. 
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but the damage is not likely to be 
| permanent. 
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Ban on ‘subversive’ 
Indonesian groups 
The Indonesian attorney-gen- 
eral's office has banned the In- 
karussunnah (literally, anti- 
Sunni) Islamic sect which is 
alleged to have stirred unrest 
among Muslims, disturbed 
public order and affected har- 
monious relations among re- 
ligious groups. 

Authorities in Jogjakarta in 
central Java have also cracked 
down on an allegedly subver- 
sive Islamic organisation 
linked with the so-called Mar- 
wan group — а terrorist organi- 
sation bent on setting up an Is- 
lamic state in Indonesia. Offi- 
cials mentioned the involve- 
ment of “a certain Muslim 
country” with this group. The 
country is believed to be Iran. 

— SUSUMU AWANOHARA 


“New ideas’ for 
Sino-British talks 

Talks between Britain and 
China on Hongkong’s future 
resumed in Peking on October 
19. Press reports in London 
said that British Prime Minister 
Margaret Thatcher was send- 
ing a letter to the Chinese with 
“new ideas” about Hongkong’s 
future. But no details were 
available and a British Govern- 
ment spokesman described the 
reports of a new initiative as 
pure speculation. 

The new round of talks came 
four days after the Hongkong 
Government acted to stabilise 
the plunging Hongkong dollar 
(page 56). The package of mea- 
sures, which included linking 
the Hongkong unit to the US 


dollar, was generally wel- 
comed. —JONATHAN SHARP 
Tamils present 

petition to the UN 


Amid unusual secrecy, a dele- 
gation from the Indian state of 
Tamil Nadu has handed over to 
the United Nations part of a 
petition containing 10 million 
Signatures demanding UN in- 
tervention in Sri Lanka’s con- 
flict between Tamils and 
Sinhalese. It is understood that 
Assistant Secretary-General 
Kurt Herndl agreed to receive 
the parcel, which weighed half 
a ton, containing the remaining 
signatures. 

The Tamil delegation met 
Herndl behind guarded, closed 
doors at the UN, and after- 


an 





sess 


"x 
ths 


Г 






wards the visitors меге 
whisked out of a back door to 
avoid reporters. The explana- 
tion was that Secretary-Gen- 
eral Javier Perez de Cuellar 
wanted to avoid appearing to 
take sides in the delicate re- 
lationship between Colombo 
and New Delhi. 

— TED MORELLO 


Veteran Singapore 
minister dies 

Singapore Finance Minister 
Hon Sui Sen died of a heart at- 
tack on October 14 at the age of 
67. Hon had 44 years of public 
service and had held the fi- 
nance portfolio since 1970. In- 
novations credited to him in- 
clude Singapore's Asiadollar 
market, the Jurong industrial 





Hon: 44 years of service 


estate and the Development 
Bank of Singapore. At the fun- 
eral, mourners from Hon's 
Havelock constituency - and 
throughout Singapore joined 
political leaders, including 
Prime Minister Lee Kuan Yew. 

Meanwhile, the Second De- 
puty Prime Minister (Foreign 
Affairs) S. Rajaratnam, was 
reported to have suffered a 
mild heart attack while attend- 
ing the United Nations Gen- 
eral Assembly in New York. 
The 68-year-old politician, a 
long-time associate of Lee, is 
reportedly making a good re- 
covery. — LINCOLN KAYE 


Sri Lanka woos 
lost tourist trade 


The Sri Lankan Government 
has earmarked US$3 million to 
spend on efforts to revive the 
country's tourist industry 
which was badly hit by the com- 
munal violence in July. 
Tourism is Sri Lanka’s second 
biggest earner of foreign ex- 
change after tea. 

— SALAMAT ALI 
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Financial crisis brews 
in Bangkok 
Thailand's financial system 


faces a crisis following the col- 
lapse of a rescue package for 
troubled Equity Development 
Finance and Securities Co. and 
two smaller finance firms in 
similar liquidity straits. The 
three firms were officially 
closed on October 18. The 
same day there was a small- 
scale run on several finance 
firms in Bangkok's Chinatown. 

The crisis followed Bangkok 
Bank's decision to pull out of 
the rescue operation — which 
would have involved taking 
over Equity Development, at 
the central bank's request 
(REVIEW, Oct. 20) — after it 
found the firm's liabilities to be 
considerably greater than was 
earlier believed. 

At the central bank's initia- 
tive, a new rescue mission, led 
by a consortium finance firm, is 
now under way. Public de- 
positors in the three firms hold 
a combined Baht 1.5 billion 
(US$65 million) in promissory 
notes. 

— PAISAL SRICHARATCHANYA 


Malaysia shows hefty 
mid-year trade surplus 
Malaysia achieved a M$335.2 
million (US$142.9 million) 
trade surplus in the first six 
months of this year, compared 


| to a M$621.6 million deficit in 


the same 1982 period. Export 
receipts reached M$15.1 bil- 
lion by the end of June while 
imports cost M$14.7 billion. 
The government attributed the 
improved comparative export 
performance of almost M$1 
billion primarily to increased 
tin and petroleum export vol- 
umes, — JAMES CLAD 


The former president of South 
Korea’s Choheung Bank, Lee 
Hon Sung, has been arrested 
on charges of accepting bribes, 
bringing to 32 the number of 
people arrested since Seoul's 
latest financial-market scandal 
broke (REVIEW, Oct. 20). Lee 
had resigned earlier in October 
following a government inves- 
tigation of charges that Cho- 
heung officers illegally guaran- 
teed Won 167 billion (US$210 
million) in commercial bills, 
the bulk of it to a construction 





company, Yongdong Develop- 
ment Promotion. 

Lee was arrested on charges 
that he accepted Won 200 mil- 
lion in bribes from Yongdong 
chairman Lee Pok Nye in re- 
turn for providing bank credit 
to Yongdong beyond agreed 
limits. Official prosecutors said 
Lee was not involved in the il- 
legal-guarantees scandal. 

— A CORRESPONDENT 


UIC shareholders told 
to tum down offer 
Shareholders of United Indus- 
trial. Corp. (UIC), the Singa- 
pore property-holding com- 
pany and detergent manufac- 
turer, have been urged by ad- 
visers Morgan Grenfell (Asia) 
to turn down the S$1.20 (56 US 
cents)-a-share offer by UIC di- 
rector Oei Hong Leong, who 
on August 3l increased his 
stake in the firm from 20% to 
38%. Оез bid was made 
through the vehicle of Tang 
Eng Pte., which he now con- 
trols. Morgan Grenfell put 
UIC's net asset value at S$1.78 
a share (the shares closed on 
October 17 at S$1.34), mainly 
representing its interest in its 
Singapore headquarters build- 
ing and а Wall Street office 
block; local investments, and 
its manufacturing plant. Three 
earlier takeover bids, including 
| one in 1980 by Tang Eng (then 
controlled by Lee Kim Yew, 
another UIC director) , also 
failed after merchant-bank ad- 
visers claimed undervaluation. 
— LINCOLN KAYE 


Sun Hung Kai Bank gets 
new top executive 

In further changes affecting 
Hongkong's troubled Sun 
Hung Kai Bank, the chairman, 
Fung King-hey, has  relin- 
| quished executive control in 
favour of Michel Barret, an 
executive vice-president of 
Banque Paribas who has been 
appointed chief executive of 
Sun Hung Kai Bank and its 
subsidiaries. Fung remains 
non-executive chairman as well 
as chairman of Sun Hung Kai 
Securities and Sun Hung Kai 





& Co. — the holdingscompany 
for the securities and banking 
interests. Recently, Paribas 


and Merrill Lynch of the Unit- 
ed States jointly assumed 51% 
majority control of the holding 
company following a rash of 





deposit withdrawals at Sung 
Hung Kai Bank (REVIEW, Oct. 


13). — ANTHONY ROWLEY 
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Computer output 
everyone can see 


with General Electric (U.S.A.)* 
Professional Large Screen 
Video Projection 


With General Electric's (U.S.A) exclusive system for bright, 
sharp, professional-quality pictures, up to 25 feet wide, 
General Electric (U.S.A) Professional Large Screen Video 
Projectors are making presentations more dramatic, more 
productive, and more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (U.S.A.) 
system registers the colors for you, eliminating time- 
consuming manual adjustments. 

Portable and flexible, General Electric (U.S.A) projectors 
are being used in a great variety of applications, including 
both rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 

Education: Medical, dental, engineering, computer science 
instruction. 

Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 

Aerospace and Defense: Situation displays, simulator 
training. 

Entertainment: Theatre television, closed-circuit TV events, 
overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498 





IN THE BOARD ROOM at Mellon Bank, N.A., General Electric 
(U.S.A) projector displays data for board review and discussion 


*Not connected with the English company of a similar name. 


FAR EASTERN ECONOMIC REVIEW e OCTOBER 27. 198 








IN ENGINEERING: General Electric (U.S.A) projector displays 
computer-assisted design for Engineering Society of Detroit seminar 


Ss 559. 425 

STATUTES, PROMIBITING 
ILLEGAL TYING ARRANGE- 
MENTS 


IN GOVERNMENT: General Electric (U.S.A.) projector displays 
amendment for Florida State Senate to inspect before voting 


GENERALA ELECTRIC 
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cy isn’t just pennies-it’s a 
complete philosophy. It’s where 
engineering and construction have to go. 


“Kellogg Rust is there?’ 


The Business Roundtable (an association of 200 chief 
executive officers of major U.S. corporations) recently 
recommended ways for improving economic efficiency 
in the construction industry. Of those recommendations 
which apply directly to engineering and construction 
companies, many are already in practice — and many 
more under implementation —at the Kellogg Rust group 
of companies. 

One goal set forth by the Roundtable is the use of 
modern n systems to achieve greater cost effi- 
ciency. Well-defined, computerized programs for plan- 
ning, scheduling, cost control, estimating and materials 
ement are in place at Kellogg Rust. And we are 

dedicated to the Project M ement Information System 
concept- the integration of all these elements to achieve 
maximum efficiency. 

With billions of dollars of annual savings possible 
s in construction costs industrywide, the 
Business Roundtable's recommendations 
can make a difference for all concerned. 
Ask Kellogg Rust how they can make 
a difference in your next project. 
In any industry. Any place on 
the globe. Kellogg Rust 

is there. 


Robert W. Page, CEO 
@ Kellogg Rust Inc. 


One of The Signal Companies 9| 
Three Greenway Plaza East 
Houston, 77046 
Telephone (713) 960-2000 

Telex 762556 


The M. W. Kellogg Сопу 


Rust International ration 
Kellogg Rust S els Inc. 
Constructors Inc. 


Kellogg Rust Constructors Inc. 












A LOSING BET ў | 

The Royal Hongkong Jockey Club, 
the club-cum-charity which has a 
monopoly on betting in the territory, 
is said to be yêt another financial 
victim of the Carrian debacle 
through shares owned by its 
investment fund, A merchant- 
banking arm of the Hongkong and 
Shanghai Banking Co 








Bank chairman Michael Sandberg. 
w The Jockey Club declined to 
Comment on its investments. 


` TOUGH TALK 

Gen. Mohammad Jusuf, formerly 

. Indonesia's defence minister and 
commander of the armed forces and 
now head of the State Audit Board, 
has been handing down tough 
assessments, recommendations and, 
sometimes, warnings to the 

overnment bodies that he has 

Anvestigated. Even the Indonesian 
army has not been spared — though 
the army chief of staff, Lieut-Gen. 

- Rudini, feels that some of the 
organisation's weaknesses stem - 
from the days when Jusuf himself 








EH THE WEEK 








minister, Gen. Poniman, was chief 
of staff. In the main, Jusuf's 
toughness is welcomed by those 
leaders who are convinced that a 
cleaner and more efficient 
government is a condition for the 
regime's survival. 


SHACKLED SECURITY 
According to South Korean sources 
in Bangkok, security men guarding 
President Chun Doo Hwan on his 
ill-fated visit to Rangoon may have 
encountered obstacles on religious 
grounds in checking the Aung San 
Mausoleum. These sources say that 
Burmese officials were reluctant to 
allow South Korean agents to carry 
out a thorough scrutiny of the 
mausoleum roof — as it was а 


Buddhist shrine — before Chun was 


due to arrive there on October 9. A 
powerful bomb planted in the roof, 
allegedly by North Korean agents, 
was later detonated, killing 21 
people. 


DEEP UNDERSTANDING 
Officials in Canberra are anxious. 
that a provisional seabed boundary 
agreement with Indonesia, under 
which nearly 75% of the seabed 


was defence minister and the current | between the two nations is allocate 








‚ | finally been scheduled for this | 
| leadership has been deeply unhap 
| summoned some of the top city 


| sett 
— among them Mai Chi Tho, 
| chairman of the city people's: _ 
committee and a central committ 















retaliate by freezing the boundary | 
talks. It is also believed that the 
provisions of the Law of the Sea 
convention would strengthen 
Indonesia's bargaining position 
respect to any case Jakarta тїрї 
wish to put forward for more of 
seabed, M 


ROTTEN BRANCH? . 
The pone delayed congres 








































month, according to Hanoi- 
sources. The national party” 


with the state of affairs in the city for 
more than a year and in August © 


administrators to Hanoi for a 
ронса report. The congress may 
е the fate of senior party leade: 





member, 
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| AFGHANISTAN 
The Council of Ministers named a new de- 


puty prime minister and new heads of the jus- 
tice and higher education ministries. Radio 
Kabul said (Oct. 14). 


BURMA 
A third alleged Korean terrorist was ar- 
rested after he killed three soldiers with a 


hand grenade as they tried to capture him, the | 


official newsagency said (Oct. 12). The 


deputy minister for home and religious. af- | 
fairs, Min Naung, and the deputy minister for 


trade, Khin Maung Yi, were dismissed, the 
Prime Minister's Office announced. Two un- 
exploded bombs were found in the Martyrs 
Mausoleum after the bomb explosion at the 


mausoleum, a South Korean investigator said | 


(Oct. 14), The government announced that 


three Korean terrorists were responsible for | 


the bomb blast (Oct. 17). 
CAMBODIA 


The United Nations General Assembly ac- | 
TIED 


cepted the credentials of the Democratic 


Kampuchea delegation led by Prince Noro- | 


dom Sihanouk (Oct. 12). 
CHINA 


Leftists and. corrupt officials are to be 
purged from the communist party, it was an- 
nounced. The Peking municipal government 
ruled that most pet dogs in the city must be de- 
stroyed (Oct, 12). Hongkong’s Chief Justice 











Sir Denys Roberts arrived. China confirmed. 


the execution of six people in Tibet butdenied 
that those Killed were political prisoners, ds 
reported by the Dalai Lama (Oct. 17), 


HONGKONG 
Carrian group chairman George Tan and 
his executive director, Bentley Ho, were 


charges under the Theft Ordinance (Oct. 12). 
The government linked the Hongkong dollar 
to the US dollarzand abolished the withhold- 
ing tax on Hongkong dollar-denominated de- 
posits to help stabilise the currency (Oct. 13). 


INDIA 

Three people were killed and 25 injured in 
a grenade explosion during a religious cele- 
bration in Chandigarh, it was reported (Oct. 


15). Unidentified gunmen shot dead a police- | 
| man and wounded another in Punjab. the | 
| Press Trust of India said. Police killed at least 


fired on a crowd to break up a clash between 


shtra, officials said (Oct. 17). 


| JAPAN 


Former prime minister Kakuei Tanaka was 
found guilty of corruption and sentenced to 
four years jail, He immediately lodged an ap- 
peal and n a statement that he would 
never give up hisseatin the lower house of the 
Diet (Oct, {; rs 













| 12). 


| PAKISTAN 


again remanded on bail by a magistrate on | 


‚ PHILIPPINES 


| guerillas in a battle on Leyte island, the armed. 


| Aquino (Oct. 14). 
| four people and injured 36 others when they | 
| SINGAPORE 
Muslims and Hindus in Karmala, Mahara- i 
| heart attack (Oct. 14). 




























MALAYSIA 

Directors and other senior officials 
Bank Bumiputra Malaysia's Hongkong sub- 
sidiary, Bumiputra Malaysia Finance, are to. 
resign, the bank's chairman announced (Oct; 


About 20 people were injured in Karat 
when thousands of Sunni ànd Shia Ми 
clashed during religious festivities (Oct) IA: 
Police arrested ‘Mohammad Кай Butt, the 
editor-in-chief-of the opposition Rawalpindi. 
newspaper Haider (Oct. 18). 


Government troops killed 15 communi 
forces announced (Oct. ^12), President Fe 


dinand Marcos announced a new commission 
lo investigate the assassination of Benigno: 


Finance Minister Hon Sui Sen died of a © 





SOUTH KOREA 

President Chun Doo. Hwan reshuffled. the 
cabinet following the death of four cabinet 
ministers in a bomb blast in Burma { 
Chun declared that the bomb attack 
of a North Korean plot for an invasion of thi 
South (Oct. [oon at AGE 
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REGIONAL AFFAIRS = ————— 
Technocrats form the core of President Chun's new cabinet 


After the massacre 


By Shim Jae Hoon 

Seoul: The new cabinet announced on 
October 14 by South Korean President 
Chun Doo Hwan — just a day after a na- 
tional funeral service for 17 South Koreans 
killed in the Rangoon bombing on Oc- 
tober 9 — is heavily laden with techno- 
crats. Altogether, 13 of 24 top govern- 
ment positions were affected in the reshuf- 
fle. Former prime minister Kim Sang 
Hyup, who quit his post to take symbolic 
blame for a series of national calamities, 
including the Rangoon tragedy and 
domestic banking scandals, was replaced 
by Chin Iee Chong, chairman of the ruling 
Democratic Justice Party (DJP). The out- 
going prime minister could hardly be held 
responsible for the bombing, but he said 
somebody had to take political blame to 
appease the country, which has been 
frightened, aggrieved and concerned by 
the string of catastrophes that has recently 
struck South Korea. 

Having served in the previous govern- 
ment of the late president Park Chung 
Hee as minister of commerce and industry 
and as minister for health and social af- 
fairs, Chin, 62, is an experienced adminis- 
trator. After joining Chun's military- 
backed DJP, Chin became its figurehead 
chairman last year. Chin is an economic- 
affairs technocrat, but hardly a political 
heavyweight. Critics have labelled him 
“lacklustre,” a “уеѕ-тап” and an “ad- 
ministrator." 

Appointed deputy premier and econo- 
mic planning minister to succeed Suh Suk 
Joon, who was among those killed in Ran- 
goon, was Shin Byong Hyun, 62, chair- 
man of the Korean Traders Association 
and also a retired banker. Shin returns to 
government 21 months after he was re- 
moved from the same post. An economist 
and a political moderate, he has vowed to 
carry on a policy of economic stabilisation 
which has included price controls and a 
tight money policy. 

Lee Won Kyung, 61, a one-time vice- 
foreign minister and until his latest ap- 
pointment the minister of sports, is 
Seoul's new foreign minister, succeeding 
Lee Bum Suk, a towering figure in the pre- 
vious cabinet who also died in Rangoon. 
A distinguished businessman, Lee comes 
from the Orient Brewery Group, one of 
two large brewers here. A man with a 
reputation for honesty in a country where 
bureaucrats and politicians have been 
criticised for habitual corruption, Lee has 
successfully served in various cabinet posi- 
tions, including minister of information 
and culture. 

The new foreign minister will continue 
Chun's policy of close cooperation and 


14 





consultation with Japan and the United 
States, Seoul's two most crucial allies, but 
is likely to place less emphasis on rap- 
prochement with the Soviet Union by ton- 
ing down Lee's "northern policy." He is 
also expected to soft-pedal Chun's relent- 
less drive to extend South Korea's dip- 
lomatic horizons in the international com- 
munity. 

The new finance minister, replacing the 
much criticised Kang Kyong Shik, is Kim 
Mahn Je, president of the joint-venture 
Kor-Am Bank and former head of the 
Korea Development Institute, a govern- 
ment think-tank. Kim, 49, is an urbane in- 
tellectual and retired professor of 
economics from the prestigious Sogang 


New Prime Minister Chin: no heavyweight. 





University, the cradle of South Korea's 
top economic advisers: Sogang's profes- 
sors have nurtured the brains which have 
produced the country's successful indus- 
trialisation policy of the past two decades. 
Kim is expected to slow money supply and 
emphasise control over inflation. 


К": much maligned by the press for 
refusing to take responsibility for recur- 
ring banking scandals, has now been pro- 
moted to become the president's chief of 
staff, holding the official title of secretary- 
general for the office of the president. 
Other portfolios such as interior affairs, 
defence and justice were left intact, partly 
because they were too recently filled to 





call for change. Among those retained was 
Minister of Information and Culture Lee 
Chin Hi. Kim Seong Jin, Chun’s classmate 
at the Korean Military Academy and until 
recently head of the Defence Research In- 
stitute, moved in as the new communica- 
tions minister. 

Notable among those who lost their 
jobs were Rhee Kyu Ho, the education 
minister, and “Henry” Oh Se Eung, 
minister for political affairs. Rhee has 
been a controversial figure for his tough 
handling of campus unrest, and Oh was 
criticised for his alleged failure to pacify 
the nation’s dissidents. They were re- 
placed, respectively, by Kwon I Hyok, 
chancellor of Seoul National University, 
and Lee Tae Sup, an MP from the 
DJP. 

Vice-ministers Kum Chin Ho of 
commerce and industry, Lee 
Young Ho of sports and Choe 
Dong Gyu of energy and re- 
sources, were promoted to full 
ministerial rank. They represent 
the new crop of middle-level tech- 
nocrats, trained under the Park 
government. Kum, who is interest- 
ed in increasing trade with Asean, 
will oversee the country's export 
programme. Lee will take over the 
1988 Olympics preparations. 

Through his appointments, 
Chun has demonstrated that his 
highest priority is on economic 
management. Breaking a long 
tradition, he has appointed Kang, 
an economist, to fill the position 
left by Hahm Pyong Choon's 
death in Rangoon. Hahm was a 
foreign policy expert. Kim Jae Ik, 
also killed in Burma, was suc- 
ceeded by Sakong Il, 43, head of 
the Korea Institute of Industrial 
Economics and Technology. Kim 
Ki Hwan, head of the Korea 
Development Institute, was named vice- 
minister of commerce and industry. Both 
men were close to Kim Jae Ik and remain 
committed to reform of the financial-mar- 
ket structure. 

The heavily technocratic composition 
of the new cabinet promises almost no 
change in existing policies and it under- 
scores Chun's chief aim of seeking high 
economic growth but with lowered infla- 
tion. Sakong, Kim Ki Hwan and Kim 
Mahn Je are all protégés of former prime 
minister Nam Duck Woo, who is some- 
times called the “father of South Korea's . 
economic development." It was Nam who’ 
brought these academics into the bureau- 
cracy. 
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A storm, however, may be brewing in 
the political sector. Although new prime 
minister Chin comes from the opposition 
area of North Cholla province, adjacent to 
opposition leader Kim Dae Jung’s South 
Cholla province, he has as yet played no 
major political role, even when he was an 
opposition MP. "i 

Yet Chin is assuming the prime minis- 
tership at a time when the political atmos- 
phere is highly charged, when students are 
stepping up their campaign to unseat 
Chun, blaming him for the bank scandals 
as well as attacking his uent overseas 
trips. Chin's intment has been seen 
by many as reflecting the president's re- 
fusal to come to terms with the opposition 
and students, who are demanding a major 
constitutional revision to return political 
freedoms banned under Park's infamous 
1972 Yushin Reform. 


М, Chun has defied public criti- 
cism by retaining two senior officials 
whom the public believes ought to be fired 
for failing to prevent the extensive politi- 
cal damage done to the South Korean 
Government by the bombing in Rangoon. 
They are Loh Shin Yong, head of the Na- 
tional Agency for Security Planning — 
formerly the Korean Central Intelligence 
Agency — and Chang Se Dong, director 
of the presidential security force. Loh is 
responsible for overall intelligence, both 
foreign and domestic, while Chang is 
charged with protecting Chun. 

Hwang Sun Pil, the senior presidential 
spokesman, explained that their resigna- 
tions were rejected because they could not 
be held accountable for the Rangoon 
bombing, which Seoul blames on Pyong- 

ang. “The responsibility for security of 
lal visiting head of state ultimately lies 
with the host country," Hwang said. 

In the final analysis, Chun seems reluc- 
tant to offer any major concessions on the 
subject of political liberalisation while the 
country is undergoing a period of extreme 
uncertainty and tension. In a meeting with 
political party leaders just before the an- 
nouncement of the cabinet shakeup, Chun 
somewhat defensively argued that the im- 
portance of making friends among the 
non-aligned bloc required frequent over- 
seas trips to carry out "summit diplo- 
macy." 

That argument left few dissidents im- 
pressed. Despite the new prime minister's 
repeated statements about seeking “а po- 
licy of national reconciliation" with gov- 
ernment opponents, students are vowing 
to continue their agitation. “The cabinet 
looks worse each time it changes," said a 
dissident leader. Thus the latest shakeup, 
the 14th since Chun assumed power three 
years ago, seems to have failed to give the 
government much of a face-lift. Perhaps 
conscious of negative public response, 
some officials called the reshuffle a stop- 
gap measure, implying that yet another 
new cabinet might follow sooner than ex- 
pected. 
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A dress rehearsal? 


North Korean officials visited Rangoon's Martyr's Mausoleum 
seven weeks before the bombing which killed 17 South Koreans 


By John McBeth 

Bangkok: Seven weeks before the Oc- 
tober 9 Rangoon bombing, which scythed 
through the ranks of the Seoul leadership, 
visiting North Korean officials conducted 
the same short ceremony South Korean 
President Chun Doo Hwan was to have 
performed. Diplomatic sources say that 
on August 18, a delegation from the North 
Korean Supreme Peoples’s Assembly laid 
a wreath at the Martyr's Mausoleum built 
for the father of Burmese independence, 
Aung San, who was assassinated along 
with six colleagues in 1947. “They knew 
the sequence of events and they knew the 
timing,” noted one diplomat. “They also 
knew there would be only a few Burmese 
officials around.” 

The evidence now appears to be conclu- 
sive that the North Koreans were respon- 
sible for the explosion, which diplomatic 
sources say was caused by a large, com- 
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Ne Win: ‘humiliated and furious.’ 


mand-detonated Claymore mine. 
Another unexploded Claymore and an in- 
cendiary device were found in the wrec- 
kage of the mausoleum, along with parts 
of a remote-control radio receiver which 
would have allowed the assassins to posi- 
tion themselves more than a mile away. 
A Claymore mine is a curved slab of 


explosive packed behind 700 steel ball | 


bearings, encased in a plastic shell. Arms 
experts say the Claymore has a lethal 60- 
degree forward arc of about 20-30 ms and 
can be detonated electronically, with a 
trip wire or by remote control. Because 
the mine used in the Rangoon massacre 
would have been positioned facing down- 
wards and was apparently attached to the 
inside of the metal-and-tile roof above a 
false ceiling, the effect in a relatively con- 
fined space was devastating, with steel 
fragments raining down on the heads and 








upper torsos of the South Korean officials 
assembled below. 

The type of explosive and other equip- 
ment seized from the three alleged ter- 
rorists the Burmese have identified only as 
“Koreans” all point to a Pyongyang-di- 
rected operation. In what is the usual 
practice of well-trained North Korean 
agents, each of the suspects tried to kill 
himself as Burmese security forces closed 
in. One of the two survivors detonated a 
grenade in his hand, blowing off an arm 
and destroying an eye, and the other killed 
three policemen and seriously wounded 
himself when he triggered a grenade. 

The October 9 ceremony was to have 
been a low-key affair in any event, but no 
Burmese officials were killed because In- 
formation and Culture Minister Aung 
Kyaw Myint and Deputy Minister for Cul- 
ture Than Muang were waiting outside the 
mausoleum to greet Chun. Burmese 
Foreign Minister Chit Hlaing is under- 
stood to have been travelling with Chun, 
whose departure from a government rest 
house was delayed while authorities 
cleared traffic from the route. 

It is believed that the arrival of South 
Korean Ambassador to Rangoon Lee Kye 
Chol in a flag-flying limousine with a 
motorcycle escort, and two notes sub- 
sequently sounded on a Burmese soldier's 
bugle provided unwitting signals to the as- 
sassins to detonate the explosion. 


urmese investigators are trying to de- 

termine how the mines were planted in 
the open-sided structure. The site had been 
swept by South Korean and Burmese sec- 
urity agents the day before, and a guard 
had been placed at the mausoleum over- 
night. Because there are suspicions that 
the assassins were infiltrated from a North 
Korean freighter which called at Rangoon 
in late September, it will be important to 
determine just how thorough the search 
was on the eve of the ceremony and whe- 
ther the normally efficient 100-man South 
Korean security force insisted on examin- 
ing the space between the mausoleum's 
ceiling and the roof. 

Burmese strongman Ne Win is reported 
to have been “humiliated and furious" 
over the massacre, but while the Burmese 
are understood to acknowledge in private 
that the assassins were North Koreans, 
their refusal to concede so in public indi- 
cates a reluctance to sever diplomatic rela- 
tions with Pyongyang. 

“The Burmese are in a difficult posi- 
tion,” one Rangoon-based diplomat said. 
“They want to be sure. Frankly, I don't 
think they will have any other choice than 
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job on the part of the southerners.” 
Ne Win is likely to be concerned about 
the lapse in security and what to do about 
it. Paradoxically, it may have been the re- 
moval of Tin Oo, Ne Win's heir-apparent 
and joint general secretary of the BSPP., 
and the subsequent purge of the highly ef- 
fective intelligence apparatus Tin Oo 
created that opened the way for the 
bombers. “Security was slack during the 
visit simply because of a lack of experi- 
ence," said one Rangoon observer, noting 
also that only one side of the airport was 
guarded at the time of Chun's arrival in 
Rangoon. “А lot of new security people 
had been pulled out of obscurity.” 

Most of Burma's old military-intelli- 
gence units were disbanded after the ar- 
rest on corruption charges of Tin Oo and 
the home affairs minister, Bo Ni, a few 
months ago, and diplomatic sources said 
the most senior survivor is a lieutenant- 
colonel with the rest below the rank of 
major. Bo Ni's replacement, Min Goung, 
appointed to head the inquiry into the 
explosion, is an ideologue who was 
pushed into the vacant post against his 
wishes and on only a day's notice. 








South Koreans blame the North for the Rangoon disaster, 


Le COI'IVICLCIEIC 


— it only remains to find evidence and a motive 


Seoul: More than a week after the Ran- 
goon bombing which killed 17 South Ko- 
reans, including four senior cabinet minis- 
ters, the question here is not whether 
North Korea did it, but why. From Presi- 
dent Chun Doo Hwan to intelligence ex- 
perts who monitor the North's activities 
around the world, there is not a shadow of 
doubt that Pyongyang was involved in the 
assassination plot. 

Although officials believe the conspi- 
racy was carried out by agents from the 
North with help from Burmese dissidents, 
they admit difficulty in assembling enough 
evidence to present their case. Privately, 
they express frustration and anger over 
what they see as Burmese officials’ slow 
and inefficient handling of the investiga- 
ton. 

Pyongyang's belligerence towards the 
South began to sharpen in 1982, when 
Seoul was chosen as the venue for a series 
of international events including the 1986 


Asian Games, the 1988 Olympics and the 
70th conference of the Inter-Parliamen- 
tary Union. The conference's importance 
as a congress ОЇ the world's parliamenta- 
rians has been grossly exaggerated by both 
North and South. The decision to have 
Seoul host it was reached at last year's 
meeting in Rome only because no one 
else volunteered. 

Supporters of Chun, however, have 
drawn maximum political mileage from 
the union, terming it an organisation 
parallel to the United Nations and pre- 
senting the choice of Seoul as the world's 
endorsement of the Chun government, 
with which the North has steadfastly re- 
fused to deal. Early this year, the North 
sent an unusually large delegation of some 
30 "members of parliament" to Helsinki 
to try to reverse the decision, even trying 
to bribe the speaker of the Finnish Parlia- 
ment with US$5,000 to have him vote 
against Seoul. The North Korean ambas- 









MALAYSIA 


А ruler's compromise 


Tunku Abdul Rahman, Malaysia's first prime minister, comments 
in a newspaper article on the looming constitutional crisis 


By K. Das 


Kuala Lumpur: A row over controversial 


_ legislation to amend Malaysia's constitu- 


tion — an issue carefully avoided by the 
local media — is beginning to emerge into 
the open. One week after Prime Minister 
Datuk Seri Mahathir Mohamad told parli- 
ament that there was no constitutional 
crisis over the issue, the first locally pub- 
lished story on the subject appeared in the 
form of a comment in the English-lan- 
guage newspaper The Star by Malaysia's 
first prime minister, Tunku Abdul 
Rahman, a prince of the royal house of 
Kedah. 

The row is over a constitutional amend- 
ment passed by parliament in August 
which made royal assent to parliamentary 
bills superfluous. The nation’s nine 
hereditary sultans have since been up in 
arms and the Yang di Pertuan Agung 
(king) refused to sign the bill. The tunku, 
who was instrumental in framing the con- 
stitution, wrote: “Without any warning or 
proper notice, the prime minister has 
found it fit to introduce this amendment. 
Some favour it while others oppose it on 
the grounds of rashness. As I have pointed 
out, if this kind of power can be exercised 
by the prime minister, Malaysia could be 
turned into a republic in as many days as it 
had taken to amend the bill." 

The tunku's article again put The Starin 
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jeopardy. For reporting a sex scandal in 
the government broadcasting system, its 
staff had been banned from the Prime 
Minister's Office until it joined the press 
blackout of the amendments several 
months ago. However, the tunku's hard- 
hitting analysis of the bill is expected to 
open the floodgates, particularly within 
the Malay-language press. 

The event which moved the tunku to 
write was undoubtedly the Conference of 
Rulers, which was held in Kota Kinabalu on 
October 12-13. The nine hereditary rulers 
(together with four appointed state gover- 
nors) were expected to meet the prime 
minister on the eve of the conference to be 
briefed on the need for the amendments. 
But long before the event, it was clear that 
they were in no mood to be instructed. 


he conference ended with no decision 

taken on the controversial issue, and the 
official post-conference statement simply 
said that “among the subjects discussed 
were those on national policies, appoint- 
ments and religion." It was clear when the 
conference ended that the crisis had 
deepened. The Sultan of Johor, whose op- 
position to some government policies was 
highlighted in the middle of the year when 
he took his state out of the national religi- 
ous council, failed to stay on for a banquet 








attended by all the other rulers and gover- 
nors and the prime minister. 

In Kuala Lumpur, it was revealed soon 
after the prime minister returned that De- 
puty Prime Minister Datuk Musa Hitam, 
who was on a six-day visit to Brazil after 
attending the United Nations General As- 
sembly, would cut his tour short and re- 
turn by October 20. According to top offi- 
cials from the United Malays National Or- 
ganisation, the dominant party in the rul- 
ing National Front coalition, the party's 
supreme council would meet on October 
22 to discuss the crisis. 

Meanwhile, the king, who suffered a 
heart attack on September 27 and who 
could not attend the conference, re- 
mained in hospital. Following constitu- 
tional provisions, the deputy agung and 
ruler of Negri Sembilan, Tuanku Jaafar, 
began to exercise the powers of the king. 
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compromise solution. 
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South might have gone too far in pushing 
the North into the corner over its repeated 
successes on the international scene. 
After the South got the Olympics, Pyong- 
yang fought hard to host the 1986 Asian 
Games. When this, too, was defeated, the 
North tried desperately to shoot down 
Seoul as the site for the session of par- 
liamentarians. “We were like a fat, cocky 
cat driving a small mouse into the corner,” 
said one foreign policy analyst in the wake 
of the Rangoon disaster. “The mouse has 
no choice but to turn and bite the cat.” 

To appease the North, the analyst said, 
the South should have thrown a few 
crumbs to Pyongyang to enable President 
Kim Il Sung to save face. “In diplomacy as 
in warfare, you don’t cut off the enemy’s 
escape completely and drive him into a 
suicidal postion,” he added. Others were 
critical of the way Chun, since assuming 
office, has used his frequent overseas 
tours of “summit diplomacy” to support 
his sagging prestige at home. Chun has 
told visitors that his frequent trips have 
made Kim, who is 71 years old and incapa- 
ble of leaving his country with equal fre- 
quency, nervous. 


Foreign policy critics here believe the | by Kim Jong ЇЇ, the president’ 


heir-apparent. Intelligence experts, how- 
ever, say the plot could not have escaped 
the attention of the senior Kim, as it in- 
volved dispatching of agents from North 
Korea to Burma, help from Burmese dis- 
sidents and a ship to pick up the terrorists 
from Rangoon. 

“An operation of this scale is so com- 
plex, involving as it does North Korea’s 
foreign policy interest, it could not have 
been launched without the senior [Kim's] 
knowledge,” said Park Jae Kyu, director 
of the East Asian Institute at Kyungham 
University and an expert on Pyongyang’s 
overseas guerilla training programme. 

These speculations fail to explain fully 
the North’s possible motivation, however, 
for the simple reason that it seemingly 
stood to gain nothing from the Rangoon 
bombing regardless of its success or fail- 
ure. It was clear that consequences arising 
from the Burmese incident would be too 
great for the North, for which Burma’s im- 
portance is equivalent to that of, say, 
India’s to the South. Nonetheless, the 
South somehow remains unshaken in its 
belief that the North was responsible for 
the bloody bombing. — SHIM JAE HOON 





Those who thought that Tuanku Jaafar, 
a former diplomat and a man more aware 
than most rulers of the role of a constitu- 
tional ruler, would sign the controversial 
bill, were disappointed. When parliament 
sat on October 17, there were those who 
expected that the speaker would an- 
nounce that the eight bills passed in Au- 
gust had been given royal assent. There 
was no such announcement. 

According to most analysts, the govern- 
ment will have to act quickly before the 
situation becomes worse. The annual 
budget session is about to begin. If the 
confrontation between the elected gov- 
ernment and the king is not resolved 

* quickly and if the king (or his deputy) fails 
to sign the supply bill, which will be de- 
bated beginning on October 22, 1984 
could dawn with the government 
hopelessly tied down. Such developments 


Mahathir: a difficult choice. 
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could precipitate a significant crisis. 

The prime minister's options were spell- 
ed out by Tunku Abdul Rahman in his 
weekly column, “As I See It.” He wrote: 
“One solution might be for the conference 
of rulers to resolve that no ruler should 
withhold his assent to any state legislation 
for an unreasonable period if that had not 
[already] been agreed to at the Sabah con- 
ference.” This would apply also to the 
agung when dealing with federal laws. 

As a face-saving device, the tunku also 
suggested “that Clause 5 of Article 66 be 
invoked and the prime minister should 
postpone the gazetting of the amendment 
and closed discussions be held between 
the government and the rulers.” Under 
Article 66, even when a bill becomes law 
the government can postpone the “opera- 
tion of a law.” The second suggestion 
means, of course, that the sultans should 
sign the federal bill and the necessary state 
bills which must be passed in order to be in 
consonance with federal law, and then 
work out some modus operandi to prevent 
a constitutional crisis. 

One leading authority on relations be- 
tween the rulers and the government said 
that the tunku’s suggestions would make it 
possible for both the rulers and the gov- 
ernment to accept the tunku as a mediator 
in the dispute. There is no doubt that in 
the present crisis there is no other public 
figure who has both the moral authority 
and the royal antecedents to speak to both 
sides with firmness and fairness — and be 
heeded. 

However, it will not be easy for 
Mahathir, who commands 131 seats in the 
154-seat lower house, to agree to a com- 
promise at this stage. If he is seen to be 
backing down, it will affect his standing in 
his party. 
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Concessions by Marcos | 
to regain support have | 
more style than content 


By Guy Sacerdoti 

Manila: In the face of continued anti-gov- 
ernment rallies. calls for his resignation 
and an economic crisis unprecedented in 
his 17-year rule, President Ferdinand 
Marcos has announced a number of con- 


cessions to business and opposition lead- — — 


ers intended to revive confidence in his re- 
gime, both locally and overseas. Many of 
these measures, however. are more a mat- 
ter of form than substance. 

On October 14, Marcos signed a presi- 
dential decree setting up a new fact-find- 
ing commission to investigate the August 
21 assassination of ex-senator Benigno 
Aquino. The next day, a dialogue was an- 
nounced between a high-level govern- 
ment panel and a group of five opposition 
leaders to discuss both economic and poli- 
tical problems. 

On October 17, a caucus of Marcos' 
Kilusang Bagong Lipunan party decided 
to accede to opposition requests for a re- 
vamped election code. Two opposition 
members would also be allowed to sit on 
the Commission on Elections. At the 
same time, talks with business leaders per- 
suaded Marcos to refrain from using the 
military and to allow the rallies in the 
Makati business district to police them- 
selves. 

The image created of a sincere move to- 
wards democracy is being painted colour- 
fully. But for now, at least, the image is ex- 
tremely important. Aside from trying to 
rebuild confidence in his leadership local- 
ly, Marcos needs desperately to rekindle 
confidence among skittish foreign banks, 
which must decide soon whether to go 
along with a requested moratorium on 
debt repayments (page 58). 

That may be his greatest immediate 
task. The strong-willed Marcos is not 
known as a man of great compromise. In 
fact, the conciliatory posture he has tried 
to project, according to opposition figures 
and some government leaders, is but new 
icing on the same cake. 

For example, the pro-Marcos Daily Ex- 
press reported that discussions would be 
held between Defence Minister Juan 
Ponce Enrile, Labour Minister Blas Ople, 
Trade and Industry Minister Roberto 
Ongpin, Political Affairs Minister 
Leonardo Perez and Assemblyman Fred 
Elizalde on the one hand and opposition 
leaders Jose Diokno, Jose Laurel, Fran- 
cisco Tatad, Aquilino Pimentel and Vi- 
cente Jayme on the other. An emissary of 
the opposition leaders reportedly made 
the approach to Marcos. 

But Tatad said in an interview that he 
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.— read about the dialogue in a newspa 
Diokno said: “1 know nothing of such a 
dialogue." He added: "The reports bear 





all the earmarks of a Malacanang [presi- 
dential palace] concoction intended to re- 
store Marcos' lost credibility and to paint a 
false picture of the Philippine situation 
which may mislead foreign creditors into 
giving him the additional loans he needs to 
prevent the complete collapse of his re- 
gime." 

Laurel also called it *a false announce- 
ment." And a joke immediately began cir- 
culating that if the alleged dialogue were 
to be held, it would have to be in Cagayan 
de Oro on Mindanao island, because 
Pimentel is currently under house arrest 
there on charges of subversion. 

The changes in the clection code for the 
May 1984 elections to the National As- 
sembly also are nothing new. Well before 
Aquino was to return to the Philippines 
Marcos had spoken of the possibility of re- 
vamping the code to allow voting on a pro- 
vincial rather than the larger regional 
level. He also announced that block vot- 
ing for a party as opposed to an individual 
would be dropped and that party coali- 
tions — to accommodate the opposition's 
United Nationalist Democratic Organisa- 
tion (Unido) — could run as well. Despite 
this, a group of seven lawyers who contri- 
buted to the Philippine Constitution a de- 
cade ago, have criticised the electoral re- 
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The National Assembly meets to consider electoral reform: nothing new. 










ti rally the military tried to 
stop led to a spate of bottle throwing, 
some injuries and many arrests. Various 
rallies held since troops were restrained 
have been peaceful and carried the aura of 
a fiesta. As the financial crisis has 
mounted, Marcos dropped his threats 
against participating businessmen and 
asked for their help in arresting the 
economic decline. But on October 17 he 
once again lashed out at the “hydra- 
headed oligarchy" rising up against him. 
Many businessmen feel that if foreign 
banks agree to aid the economy, Marcos 
will clamp down hard once again on dis- 
sent. 

It is too early to tell how credible the 
fact-finding commission will become. 
Pressure from all sides, including mem- 
bers of the previous commission, forced 
Marcos to dismantle the presidential body 
in favour of a legally constituted commis- 
sion. Under a presidential decree signed 
on October 14, the new fact-finding group 
will not report directly to Marcos but in- 
stead to the National Assembly and the 
public. 

It will have five to seven members, two 
of them to be nominated by the assembly. 
The rest are expected to be appointed by 
Marcos from non-government sectors 
such as the legal or business communities. 
But the stipulation that hearings can be 








forms as insufficient in that they would 
leave power too heavily concentrated in 
the president. 


Ес" have always been important to 
Marcos in his attempt to show sceptical 
observers, particularly in the United 
States Congress, that the political system 
he created under martial law would lead to 
greater democratisation and ultimately a 
smooth succession. Unido, as one of the 
few opposition groups with influence 
among voters, boycotted some past elec- 
tions and was to run its slate this time only 
if the election code was fair. Unido has not 
said whether it will participate under Mar- 
cos’ new proposals but it has said it wants 
voters lists and registration procedures to 
be changed as well. 

Marcos's attitude towards the business 
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held in closed-door sessions could keep 
sensitive testimony from reaching the 
public. And until the body is formed, it is 
not known whether witnesses who claim 
military involvement in the Aquino mur- 
der will be called. 

While Marcos' health remains an issue 
— he went into “seclusion” again briefly in 
the week of October 10 — he appears to 
be going out of his way to widen his con- 
tacts with political and business leaders 
and wants very much to give the impres- 
sion that stability has once again returned. 
The clamour for real political reform has 
continued despite his recent announce- 
ments, however, and while Marcos must 
face the economic crisis squarely, as a man 
accustomed to holding fast to power, it is 
unlikely any real concessions beyond 
image-building will be made. 













Former prime minister Tanaka 
refuses to resign his 
parliamentary seat 


By Mike Tharp 

Tokyo: Shortly after he was elected prime 
minister in 1972, Kakuei Tanaka returned 
to his remote village in Niigata prefecture 
and was greeted by local leaders at the vil- 
lage meeting hall. As he was about to sit at 
the head of the table, his mother re- 
primanded him, saying the place of hon- 
our should go to the resident policeman. 
Tanaka laughed and surrendered his seat 
to the policeman. 

The incident highlighted, among other 
things, Tanaka's sense of social responsi- 
bility. However, in the wake of the Oc- 
tober 12 Tokyo District Court ruling that 
Tanaka was guilty of accepting a ¥500 
million (US$2.2 million) bribe from Lock- 
heed Aircraft Corp., some might question 
the extent of that responsibility. Despite 
his conviction, the 65-year-old politician 
does not appear likely to resign his lower- 
house seat in the Japanese Diet, or parlia- 
ment. 

The furore that followed the convic- 
tions of Tanaka and four other defendants 
on related charges has not changed 
Tanaka's mind about resigning. Shortly 
after the decision, he issued a statement 
through his executive secretary declaring 
once again his innocence and repeating his 
pledge to stay at his lower-house post. 

Predictably, all opposition parties called 
for his ousting, but some members of the 
ruling Liberal Democratic Party (LDP) 
did likewise. Factions of the LDP headed 
by former prime ministers Takeo Fukuda 
and Takeo Miki also suggested that 
Tanaka should relinquish his seat for the 
good of the party. 

Most of Japan's major newspapers pub- 
lished editorials calling for Tanaka's resig- 
nation. An opinion poll conducted by the 
Mainichi Shimbun indicated that 92% of 
the people surveyed considered the dis- 
trict court ruling appropriate, and 9196 of 
them believed Tanaka should resign im- 
mediately from the Diet. "Tanaka can 
protect that prestige and the authority of 
the premiership only by giving up his Diet 
seat," said Mainichi. This is the same ar- 
gument Tanaka and his supporters have 
invoked as a rationale for his staying in the 
Diet. They maintain that the authority 
and prestige of an elected representative, 
who once was prime minister, must be 
protected. 

However, there seems to be more than 
a touch of kabuki theatrics in the post-trial 
turmoil. Nearly all Japanese politicians 
believed before the verdict that Tanaka 
would be found guilty, and most of them 
probably assumed he would refuse to step 
down. Their public posturing now may be 
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necessary to preserve their anti-corrup- 
tion images, but the Japanese public re- 
gards its politicians in much the same way 
that citizens of other democracies view 
their elected officials — as sometimes use- 
ful, but often tarnished men. 

Viewed in this light, the boycott of re- 
cent parliamentary sessions by the opposi- 
tion parties, which has brought business to 
a standstill, is likely to be short-lived. The 
Opposition cannot stay away from the ses- 
sions too much longer if it wants to vote in 
favour of a tax-cut bill which is now on the 
agenda. The LDP itself will vote for the 
bill whenever it is submitted, and the op- 
position must also support the legislation 
if it is to gain politically from the bill's 


passage. 
Many analysts have suggested that 
Prime Minister Yasuhiro Nakasone 


should be the one to seek Tanaka's resig- 
nation, but so far Nakasone has not asked 
the man who helped him get elected last 
November to surrender his Diet seat. 
What is becoming more likely is that 
Nakasone will dissolve the lower house 
and call a general election before the end 
of the year. One legislative aide to a 
lower-house member estimates dissolu- 
tion will occur on November 25 or 26, 
after visits to Japan by leaders of West 
Germany, the United States and China. 
The aide suggested that Nakasone will an- 
nounce the election in early December, 
with a voting date around December 18. 
Most MPs are preparing for an election 


Anti-Tanaka demonstration: 9196 demand 
resignation. 


near then, and many have returned to 
their districts or sent their staffs there to 
lay the groundwork for the balloting. 
Once an election is announced, atten- 
tion will shift to how the LDP will perform 
in the voting. According to some obser- 
vers, if the party loses 15 or fewer seats in 
the lower house to opposition members, 
Nakasone could consider the results at 
least a partial victory and he would have 
little trouble remaining in office. How- 
ever, if the LDP should lose more than 20 

















akasone's po 
much more precario 
forced to resign. 

Most people believe the LDP will do 
reasonably well, despite opposition ef- 
forts to link Nakasone and the party to 
Tanaka's “money politics." Some experts 
even suggest that Tanaka's faction, now 
the largest in the party, could gain mem- 
bers after the general election even if the 
LDP loses seats. This is because the 
Tanaka faction's electoral machinery is 
the most effective of any political group in 
Japan, and several candidates could bene- 
fit from the faction's largesse. 

Besides Tanaka, whose power as 
Japan's most important politician will 
gradually dwindle, another casualty of the 
seven-year-long trial is likely to be any 
quick decision on raising government re- 
venue next year. Although politicians are 
committed to a tax cut this fiscal year, Fi- 
nance Ministry officials insist that an in- 
crease in direct or indirect taxes is needed 
in 1984 to keep the national budget deficit 
from growing. 

If politicians go to corporate con- 
tributors for the third major election this 
year, resistance to any tax increase will be 
severe. Any breakthroughs on farm-trade 
liberalisation or other measures to expand 
local market access for foreign goods are 
also likely to be delayed indefinitely. 
Elected officials cannot be viewed as giv- 
ing the store away if they want to be re- 
elected. 


s and he could be 





DIPLOMACY 


The wooing of Wu 


The Reagan administration rolls out the welcome mat 
for the Chinese foreign minister in Washington 


By Richard Nations 

Washington: The administration of Unit- 
ed States President Ronald Reagan 
turned on the charm for visiting Chinese 
Foreign Minister Wu Хиедіап in the hope 
of paving the way for a successful ex- 
change of visits by the two countries' lead- 
ers, scheduled for early next year. The 
1984 presidential election campaign will 
be well under way by April when Reagan 
is due to arrive in Peking, and the presi- 
dent's Republican Party strategists are al- 
ready counting on the romantic cameos of 
a China trip — Reagan in the Forbidden 
City, or a windswept visit to the Great 
Wall — to burnish his image as a world 
Statesman. 

Peking also wanted the Wu visit to go 
well. After Soviet Deputy Foreign Minis- 
ter Mikhail Kapitsa visited the Chinese 
capital in September, Peking leaders said 
publicly that significant progress had been 
made in improving relations with Mos- 
cow. 

Chinese Premier Zhao Ziyang’s visit to 
Washington, expected in January, will 
provide an occasion for China to dem- 
onstrate that it can improve relations 


with both superpowers simultaneously 
and thus enhance its independence from 
both. Played properly, the Zhao visit 
could place China in an advantageous pos- 
ition in the so-called “strategic triangle” 
— Moscow, Peking, Washington — at a 
time when relations between Moscow and 
Washington are in deep chill, a posture 
which analysts here believe China's 
paramount leader, Deng Xiaoping, can 
use to help defuse domestic criticism of 
his pragmatic modernisation ро- 
licies. 


U S Secretary of State George Shultz took 
Wu to an unscheduled private dinner 
at his home on the eve of the official visit 
to set the intimate and yet serious tone 
maintained throughout the visit. For his 
part, Wu noticeably reduced China's 
usual level of rhetoric on Washington's re- 
lations with Taipei. And the extensive 
talks made good progress towards clearing 
up questions on US arms sales to Peking, 
an accord on the transfer of peaceful nu- 
clear technology from the US to China, 
and the transfer of technology to China 


which could have military as well as civi- 
lian applications. Any one of these issues, 
if settled, could produce the kind of ac- 
cord-signing ceremony which the White 
House likes to hold for visiting heads of 
government. 

The White House, however, needs 
China's help to get the maximum political 
advantage out of the exchange of visits. 
Nobody doubts that China visits, as pro- 
jected over American TV, have powerful 
voter appeal. But the White House is in- 
creasingly concerned that Reagan's move 
towards the centre has alienated his right- 
wing supporters, who provided much of 
the energy necessary at the grassroots 
level to create Reagan's winning conser- 
vative coalition in 1980. 

Pro-Taiwan conservatives are not likely 
to be impressed with film footage of 
Reagan toasting Deng in Peking's Great 
Hall of the People unless this can be pre- 
sented as a major step towards strengthen- 
ing the global anti-Soviet front without 
sacrificing Taiwan. But China's indepen- 
dent foreign policy, which equates the two 
superpowers, creates a major obstacle for 
Reagan in selling his China policy to the 
Right. 

"Every time [the Chinese] start chewing 
at our heels about hegemonism and super- 
power rivalry it causes us problems on 
Capitol Hill and in the party," an adminis- 
tration official said. *We'd like them sim- 
ply to say in public what they tell us pri- 
vately about the nature of the Soviet 
threat." 
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CHINA 


Tibetan troubles 


The extension of Peking’s anti-crime campaign reduces 
its chances of a! econc tion with the Dalai Lama 





By David Bonavia | 
Peking: The chances of а. reconciliation 
between the Dalai Lama and the Chinese 
authorities have receded still further with 
the extension to Tibet of the. present 
nationwide campaign of judicial execu- 
tions. The Chinese Government has not 
reacted to protests from the Dalai Lama's 
entourage in India, but it has confirmed 
that it sanctioned the recent execution of 
six people in Tibet on the grounds that 
they were common criminals. 

Tibetan exiles claim that one of them 
was a prominent Buddhist thinker and 
that atleast some of the others were politi- 
cal dissidents. In Peking a Foreign Minis- 
try spokesman denied claims by the Dalai 
Lama that those executed had been politi- 
cal dissidents. He said they were ordinary 
criminals. With. other. major cities in 
China shooting criminals by-£he score in 
accordance with a central directive, Lhasa 
may be thought to have got off lightly so 
far. But the sensitivity of the political situ- 
ation in Tibet gives added weight to the 
exiles' protests and will set back the slim 
chances of the Dalai Lama's return 

Some of the Peking-based foreign cor- 
respondents who visited Tibet this year 
had political protest documents slipped to 
them in the street. These were later confis- 
cated by the authorities. Although there 
are few firm reports of political resistance 
to Chinese rule in Tibet these days, the 
economic situation this year has been 
characterised as disastrous. 

Heavy snows last winter, flooding in the 
spring and drought, insect pests and 
hailstorms in the summer have caused 








idespread death of livestock, Tibet is | 


short of fodder, grain and even the na- 
tional drink, brick tea. Party First Secre- 
tary Yin Fatang has appealed to Guizhou 
province to increase supplies of this vital 
commodity. 

The harsh conditions in Tibet make the 
Han (ethnic Chinese) military personnel 
there anxious to leave when they have 
completed a minimum tour of duty. 
Zhang Guirong, commander of the Tibet 
Military District, has called on soldiers 
and officers to think more seriously about 
settling permanently in Tibet. He is un- 
likely to get many takers. There is also a 
severe shortage of scientific and technical 
personnel. The Han dislike the altitude, 
the climate, the food and the customs of 
the local people. 

In common with other parts of China, 
Tibet has been suffering a crime wave. Wu 
Jian, deputy director of the regional pub- 
lic security department, has said "many 
major crimes" had occurred ih the past 
two years. Yin has praised the recent 


speech made by the party's general secret-. 


ary, Hu Yaobang, in neighbouring Qin- 
ghai province about the need for energetic 
development the grasslands. 


| Ro Governor Duojie Caidan and 


other senior officials went down to 
Qinghai's Golmud city in August to meet 
Hu. The party leader laid great emphasis 
on development of energy resources of all 


kinds and the planting of grass and trees. 


Hu has recently paid much attention to 
development of Qinghai, but conditions in 
Tibet are considerably more difficul 

By contrast з 


“of the tra 





| people.”, 





port network makes it di 

to absorb. investment economically. Gov 
ernment grain procurement quotas 
farmers afe being reduced, апа relef 
supplies of grain and fodder are being 
eaten into to meet current needs, 

Race relations : continue, to be 
problem. Duojie told a conference on 
ideological. and political work in Sep- 
tember: "Comrades of the Tibetan nation- 
ality must.at no time separate themselv 
from the common and identical nature of 
the people of all natiónalities and lay on 
sided stress.on the characteristics of their 
region and nationalities . .. Han comrades 
must regard. minority. mationalities as 
equals, respect and care for the aspira 
tions, likes and customs of the Tibetan 

























Yin wrote in the national party journal 
Red Flag in July that the Tibetan people 
regarded present pa policies “like a fel 
blanket, growing wider and wider 
whereas the policies pursued until 1980 
had been “like.a.cow.horn, getting п 
rower and narrower.” It took Tibet. two 
years to reform its style of governmen 
after the key third plenum of the Lith.Ce 
tral Committee in. 1978; at which: 
statesman Deng Xiaoping routed 
leftist rivals in the politburo. Yin, а 
veteran, returned in 1980, the уеа! 
which Hu also ordered.reforms. : 
Yin's return followed the sacking o! 
notorious Ren Rong, an arm 
who is now an adviser to tlie Wubi 
tary region command. One of 
reforms was to reverse the policy o: 
ing the Tibetans to grow wheat instea 
their beloved hill barley. However, aft 
while it was discovered that the peasar 
were still growing wheat because of i 
higher procurement price, and grow 
barley only for themselves to eat and 
their traditional beer. Yin огде 
changes in the price. structure, thus i 
creasing barley supply on the market. 
With more than 20 years experienc 
Tibet, the Shandong-born Yin 
thoroughly familiar with the. importan 
of Buddhism in the region's affairs. F 
said in his article: "This nationality ha: 
long history, a brilliant ancient culture ai 
prominent national characteristics. „Ве 
fore liberation, religion in Tibet iny 
almost all aspects of life. Although social 
reforms have been carried out, religio 
influence is still great." 
With their Buddhist reverence for lif 
Tibetans will not react with the same e 
thusiasm as the Han show when convicted 
people are executed, though the uprising 
the Dalai Lama’s entourage have hinted a 
is not likely unless the shootings become 
mass affairs. The experienced Yin has 
probably tried to keep the number to a. 
minimum without appearing to go against- 
the national policy of shooting those сой- 
victed of serious crimes of violence. But 
the Chinese Government would have 
made à more convincing case if it had pu 
lished details of the charges against, at 
trials of, the alleged capital off 
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` Two-line struggle 


. Exiles in India are divided over whether Peking’s 


liberalisation policy in Tibet has been genuine 


By Salamat Ali 

New Delhi: Despite the commotion 
‘caused among Tibetan exiles living in 
India by China's continuing crackdown on 
dissent in Tibet, India is maintaining a dis- 
creet silence on the subject. The country is 
seriously following up the last round of 
border talks with China held in Peking. 
The next round is due to open on October 
24 in New Delhi. Indian Foreign Minister 


_ IP. V. Narasimha Rao met his Chinese 


“counterpart, Wu Xueqian, on October 4 
lin New York. Both expressed hope of 
reaching an amicable settlement of their 
"border problem. 

Among the resident Tibetans here, the 
Dalai Lama's advisers are divided on whe- 
ther he should break off the dialogue with 
Peking because of the current clampdown 
in Tibet. But they agree that it is a setback 
to the proposed return — even for a short 
visit — of the god-king to his former king- 
dom some time in 1985. The New Delhi 
bureau of the Dalai Lama has stated that 
China's actions would not contribute to 
better relations between the Tibetan 
people and the Chinese authorities, and in 

fact would be counter-productive. 

Ever since the return of the last delega- 

"tion of Tibetan negotiators from China 
last year, a debate has continued among 
the overseas Tibetans on whether the 
Chinese are sincere in seeking a settle- 
ment with the Dalai Lama or whether the 
liberal stance since 1979 is a mere tactical 
ploy to get their hands on the Dalai Lama 
and the bulk of the Tibetan refugees now 
sheltering abroad. 

Those who think the Chinese effort is 
ay have been arguing that otherwise 

eking need not have adopted a relatively 
soft approach, allowed expatriate Tibet- 
ans to visit their relatives in Tibet, per- 
mitted three delegations of the Dalai 
Lama's representatives to visit Lhasa on 
fact-finding missions and countenanced 
local Tibetans’ public demonstration of 
reverence for the Dalai Lama. 











The opponents, too, marshal a formida- 
ble array of arguments. They state that the 
Chinese, put off by the unmistakable signs 
of the Tibetans’ yearning for a return to 
the old order, had not permitted any rep- 
resentative of the Dalai Lama to visit 
Tibet after 1980, and that last year’s dele- 
gation could not go beyond Peking due to 
the Chinese refusal to let it visit Lhasa. 
According to these opponents, the post- 


The Dalai Lama: Tibet wants self-rule. 





1979 liberalisation merely encouraged the 
Tibetans to articulate their anti-Chinese 
sentiments publicly and lead to isolated in- 
cidents of violence against the Chinese 
and even murder of some officials. 

The militants further argue that the 
Chinese could not have been more explicit 
in identifying their real objective when 
they stated this year that the Dalai Lama 
would be permitted to return only under 
two conditions: first, he must confess his 
past mistakes; secondly, he should give up 
his secessionist stance. Even if the Dalai 
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Lama were to accept both conditions, the 
Chinese were not prepared to guarantee 
that he would be allowed to live in Tibet 
and not forced to live in exile somewhere 
else in China. 

Irrespective of the debate between the 
doves and the hawks and their differentin- 
terpretation of recent statements. by 
Chinese leaders, Tibetans in India are 
unanimous in taking the current Chinese 
actions in Tibet as a hardening of Peking’s 
position since the beginning of this year. 
They believe the Chinese have now begun 
back-tracking somewhat on their 1979 po- 
licy of liberalisation because of clear evi- 
dence that Tibet wants the restoration of 
Tibetan self-rule under the Dalai Lama. 

In support of their argument, expatriate 
Tibetans mention the demotion early this 
year of some top Tibetan 
communists known for their 
nationalistic views, and the 
petition addressed to the 
United Nations and handed 
to 40 Peking-based reporters 
during a six-day visit. to 
Lhasa. The petition asked for 
restoration of the Dalai Lama 
to the Potala Palace with all 
his former temporal author- 
ity. 

According to the Dalai 
Lama’s secretariat at Dharm- 
sala, north of New Delhi, the 
hardening of the Chinese pos- 
ition. is indicated by the rein- 
forcement of the Chinese gar- 
risons with an additional 
20,000 Chinese soldiers in 
Lhasa and in other areas 
of southern Tibet. , These 
soldiers were passed off as 
construction workers but 
were placed under the southwest mi- 
litary command, with its headquarters 
at Chengdu, capital of Sichuan province. 

The arrival of additional troops was fol- 
lowed by the reported arrests late in Au- 
gust of 500 Tibetans in Lhasa, 1.000 in 
Chamdo — the capital of eastern Tibet — 
and 40 in the Gyantse area of central 
Tibet. The Chinese assertion that those 
were. anti-social elements. such as 
economic offenders was dismissed by 
Tibetans in India on the argument that 
those arrested. included famous Tibetan 
nationalists: such as Kalden from Lhasa, 
Tamdin Tsering from Shigatse, Tsenam 
from Shang Namling and Choephel from 
Shekar. Besides, | Geshe, Lobsang 
Wangchuk, a monk widely acclaimed for 
his knowledge of Buddhism, was arrested 
for writing a political tract disputing the 
Chinese claim that Tibet has always been 
part of China. 

The Dalai Lamas secretariat claimed 
that the five identified nationalists, apart 
from Wangchuk, were due to be executed 
on October |, Butithe secretariat has been 
uncertain whether the executions. had 
been carried out. It further claimed that 
more executions were, scheduled for Oc- 
tober 15. Тһе. Chinese have since con- 
firmed that six men have been executed in 
Tibet, but say they were common cri- 
minals. ш 
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it post-war history 
i$ no more important 
the “abortive coup 
wing army officers on 
the night of Se ber 30, 1965. That 
event led to the slaughter of hundreds of 
thousands of alleged. communists and 
ushered іп a conservative, army-led gov- 
ernment. It also resulted in a dramatic re- 
alignment of Indonesian foreign policy, 
including the freezing in 1967 of Jakarta's 
once-warm relations with China. 
Today, 18 years after the coup, Peking 
continues to hope for a thaw in its rela- 
tions with Indonesia. But hope is giving 
way’ to ‘mounting irritation, as China 
watches: the apparent flowering of rela- 
tions between Indonesia and Taiwan. Of- 
ficially, Indonesia adheres most punctili- 
ously to а “one-China” policy, insisting 
that its links with Taipei are purely unoffi- 
cial; In fact; Jakarta sometimes seems to 
"be pursuing a ^two-China" policy in all but 
name — a development which is of as 
much concern to a number of prominent 
Indonesians as it is to Chinese leaders in 
Peking. ` = 57 
In the absence of diplomatic relations 
“between Taipei and Jakarta, this relation- 
ship is conducted by two ostensibly non- 
diplomatic institutions. Taiwan handles its 
links with Indonesia through the Chinese 
Chamber of Commerce to Jakarta. Set up 
in 1971, the chamber is housed in a large 
' “two-storey building in Jalan Banyumas in 
the capital's fashionable Menteng district. 
The chamber is currently headed by re- 
tired lieutenant-general Peng Chuan- 
liang, 65, a Sichuan-born fighter pilot who 
flew P40 Tomahawks and P51 Mustangs 
with the late United States general Claire 
Chennault during World War П and who 
rose to become vice-commander-in-chief 
of Taiwan's air force. Apart from promo- 
ting trade oetween Taiwan and Indonesia, 
the chamber issues visas to Indonesians 
wishing to visit Taipei. 
























































Peking’s-embassy in Jakarta — a tradi- 


tional Chinese-style building set under 
“large trees inthe city's Chinatown — has 
been deserted for the past 16 years, the 
buildings shabby and neglected, the court- 
yards overgrown. By contrast, the Taiwan 
mission hums with activity, with 
businessmen coming and going, visas 
being issued, people dropping in to read 
the Taiwan trade and economic journals. 
' [n the main reception area is a large por- 
trait of President Chiang Ching-kuo and a 
Kuomintang flag. 

Indonesia's interests in Taipei are 
looked after by an office which is known as 
“the Indonesian Chamber of Commerce 
‘and Industry,or Kadin. This is something 

omer. Kadin in Taipei has no- 










thing to do with the national chamber 
of commerce of that name in Indonesia 
proper but is in fact operated by Bakin, 
Indonesia's intelligence coordinating 
board, the body which provides clear- — 
ance for all trade between Indonesia 
and Taiwan. The Kadin office in 
Taipei is also headed by a military man 
— Col Sutaryono — whose functions 
are similar to those of Peng, over- 
seeing trade, meeting visiting Tn- 
.donesian delegations and issuing’ visas. 





Ithough trade between the two coün- 

tries has slowed as a result of recession, 
it is still active. In 1981, Indonesian trade 
| figures show, Jakarta exported goods worth 
US$335 million to Taiwan. The. single 
most important item was crude oil (worth 
US$135 million), followed. by sawn 
meranti logs (US$80. million) and other 
timber products (US$62 million)..Some 
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grow for some years. 
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GRIFFITH UNIVERSITY. 


Brisbane, Australia. 


VICE-CHANCELLOR 


(re-advertised) 


The University is seeking a Vice-Chancellor to succeed 
Emeritus Professor F.J. Willett, D.S.C., who has retired as 
foundation Vice-Chancellor, Professor Willett will be leaving 
the University early in 1984. Itis hoped that the appointee will 
be able to take up office early in 1985. 


Griffith University commenced teaching in 1975. It has 3,000 
under-graduate and post-graduate students and is expected to 


The University offers.an alternative kind of tertiary education to 
thatavailable in most other universities. Programmes of studyfora 
bachelor's degree involve an integrated, inter-disciplinary, and 
problem-oriented approach, rather than more conventional con- 
cern for the traditional specific subject areas. As a consequence, 
the University has adopted the school rather than the department 
as its basic academic unit. Each School is concerned with a broad 
academic theme, and is responsible for the principal teaching, 
research and community services activities of the University. 
There are presently five Schools: Australlan Environmental 
Studies, Humanities, Modern Asian: Studies, Science, and Social 
and Industrial Administration. The University has.an established 
record in scholarship and research in the natural and social sciences, 


The Vice-Chancellorial Selection Committee would be 
pleased to hear from men and women who may wish to be 

candidates forthe position of Vice-Chancellor, ofr who wishto | 
suggest the names of people whom the Committee might 
consider. Please write, in confidence, to the Secretary, 
Viée-Chancellorial Selection Committee, Griffith University, 
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low-quality rubber, which Indones 
not sell in Europe, also is expor! 
Taiwan for reprocessing. 

Taiwan's exports to Indonesia 
valued at US$404 million. Major 
were: ingots of iron and steel (US$33 
lion); textile machinery (US$22 


other specialised machinery (U 


lion), and rice (US$15 million). Accordi 
to the Central News Agency of 


Bri shane, Australia, 4111, for further information. Ap 


h January, 


the value of machine exports to Indonesia 
rose by 166% in 1978-81. Ф. 

The growing trade relationship between 
Indonesia and Taiwan is a matter of some 
concern to Peking, which now believes 
that Taiwan is exporting light arms to 
Jakarta. However, the apparent warmth 
in political relations is of still greater con- 
cern to China. 

Senior Indonesian military officers have 
been making regular visits to Taipei for 
many years now and important officials 
from Taiwan have made return trips to 
Jakarta. Late in 1977, Gen. Chiang Wei- 
kuo, younger son of the late president 
Chiang Kai-shek, made an unannounced 
eight-day visit to Indonesia at the invita- 
tion of an Indonesian defence institute. 
But there was worse to come as far as 
Peking was concerned. 

In December 1981, Taiwan's Prime 
Minister Sun Yun-suan paid a five-day 
"private" visit to Indonesia, calling on 
President Suharto and a number of other 
top government figures. Sun's visit, made 
at Taiwan's initiative but said to have been 
arranged by Bakin at Suharto's direction, 


Jakarta's Chinese Embassy; Chinese Chamber of Commerce: a curious t 


was meant to be low-key. But the prime 
minister arrived on a special China Air- 
lines 747 and squeezed as much mileage as 
he could from the event, to the consterna- 
tion of Peking. What gave particular 
satisfaction to Taiwan is that Chinese 
Premier Zhao Ziyang had not been able to 
visit Indonesia at the time of his visit to the 
four other Asean countries four months 
earlier. 

The Sun visit was not just a measure of 
Suharto's abiding distrust of Peking, 
which the Indonesians claim had a hand in 
the 1965 coup, and a vindication of 
Taiwan's policy of winning friends 
through the provision of low-cost agricul- 
tural development schemes. It was also a 
coup of sorts for Peng's predecessor, Wu 
Yu-liang. Wu succeeded їп getting 
through to the back row of the diplomatic 
chess board, converting all his opportuni- 
ties. Suharto, it is said, planted large areas 
of his cattle ranch at Tapos, in the hills be- 
hind Jakarta, with seeds made available 
by Wu. And it was Suharto who decided 
that Sun should come to Indonesia. 

The three fundamental problems 


reportedly discussed during the Sun visit 
were politics, defence and security issues 
and economic-matters. In the defence 
‘field, Taiwan is said to have offered In- 
doneSit Weapons of its own manufacture. 
Some weapons used by Indonesia, includ- 
ing the M16 rifle, the F5E fighter and 
some types of armoured vehicles, have 
been produced or assembled in Taiwan. It 
is not known if, as Peking suspects, any 
equipment has been sold as a result of 
these discussions, though Taiwan is said to 
have serviced Indonesian military aircraft. 


ny number of prominent Indonesian 

military men, including the Bakin chief, 
Gen. Yoga Sugama, have visited Taipei 
for medical checks and other purposes, 
and a powerful Taiwan lobby has de- 
veloped in the government as a result of 
business deals which have followed such 
visits. In the opinion of some, members of 
the Taiwan lobby have a vested interest in 
blocking any thaw in relations with Pe- 
king, though the extent of this influence 
can be exaggerated; if Suharto were to re- 





of regime politics," noted a source in 
Jakarta. "When they ask *will we un- 
freeze?’ it is often said that it comes down 
to who will get the trade." 

Whatever the factors behind the col- 
lapse of the direct trade talks, one curious 
deal seems to have slipped through. In 
1981, Indonesian trade statistics show, In- 
donesia exported 7,270 tonnes of un- 
roasted robusta coffee (valued at US$8.3 
milion) to China. Given that private 
traders are forbidden to trade directly 
with China and that certain Indonesian 
Chinese entrepreneurs have been given 
military permission to import goods di- 
rectly from China for Vietnamese re- 
fugees in Indonesian camps, it is possible 
that the coffee sold to China originated in 
army-controlled East Timor. 

A virtual freeze on direct trade not- 
withstanding, indirect trade between 
China and Indonesia is moving along 
briskly. According to Indonesian Govern- 
ment statistics, Hongkong's re-exports to 
Indonesia, the bulk of which are goods of 
Chinese origin, rose by well over 300% in 


verse his attitudes towards links with | the calendar years 1978-82, from HK$1.3 
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China, an unlikely enough event at the 
moment, members of the Taiwan lobby 
would doubtless fall quickly into line. 
During the six months prior to Sun's 
visit, Indonesian officials in Hongkong 
had been holding secret discussions with 


representatives of China Resources — Pe- | 


king's principal trading company in Hong- 
kong — on the possibilities of direct trade 
between the two countries (REVIEW, Jan. 
15, '82). At stake, according to sources in 
Jakarta and Hongkong, was a deal under 
which China would buy up to 400,000 ton- 
nes of low-quality karet rakyat (small- 
holder rubber) over a six-or-seven-year 
period. This rubber, which is often 
weighted down with stones and gravel 
since buyers pay by weight, is difficult to 
sell in other markets. 

However, when news of the Sun visit 
leaked, China abruptly called off all 
further trade talks. Some say members of 
the Taiwan lobby in Jakarta may have 
pushed for the Sun visit as a way of tor- 
pedoing the trade talks, sceing these talks 
as a direct threat to their business in- 
terests. "Trading relationships are all part 





billion (US$271.4 million at the rate of ex- 
change at that time) to HK$4.6 billion. In 
similar fashion, Hongkong re-exported to 
China 63% of its imports from Indonesia. 
The value of those re-exports rose 36% in 
the 12 months to December 1982, to 
HK$253 million. In short, while Jakarta's 
exports to Taiwan are worth a good deal 
more than its exports to China — US$335 
million against US$39 million in 1981 
both are growing rapidly. 

This curious triangular relationship has 
demanded a certain flexibility and adroit- 
ness on the part of successive Indonesian 
foreign ministers, who have to live with a 
situation not of their own making. Former 
Indonesian vice-president Adam Malik, 
who was foreign minister in 1966-77, 
coined the term "frozen" to describe the 
state-of Jakarta-Peking relations after the 
break, his aim being to pre-empt sugges- 
tions that there had been a total severing 
of ties. But Malik was never able to bring 
about a thaw, his freedom of action in this 
matter being circumscribed by powerful 
military interests. 

In view of Malik's well-known stand on 





The Stumberettes in the First Class compartments 
on;our B-747s and DC-l0s are a good symbol 
of.our First Class itself: when its a matter of 
;-comfort, every wish is catered for with care and 
devotion. 

if vou want to eat or work, for exmipíe: you 
"tan do so sitting up straight as you would in a 


: ; restaurant or your office. Only, perhaps, rather more 
- comfortably thanks to the anatomically correct 


shape of the upholstery used for the seat-back and 
head-rest. And, above all, in such a refined, peace- 
ful atmosphere that you can concentrate equally 
well on your documents or the delicacies on 
our three constantly changing long-haul menus 
(including, on certain flights, the exceptionally light 
апа wholesome dishes of our “Cuisine moderne 
Swissair”). 


You'll probably want to relax rather. more with - 


newspapers and. magazines than with your docu- 
». ments. Accordingly, bo dan ; 


` the world understands so much about seating? 


















supports can be moved smoothly at the push of a 
button into. whatever position suits you best. 
Given our extensive range of international reading 
material, you could find yourself at it for quite a 
long time. ` 
Then, if you feel like slipping into the land of 
dreams, you simply move the Slumberette into the 
extended sleeping position and enjoy all that space 
round about you. To help you get to sleep, you ma 
like:to try one of the eight music programmes: 
which come to you out of comfortable, high-quality 
Sennheiser headphones. pun 
Isn't it nice that such an inveterate rolling. stone 
as an airline which flies to 99 destinations all round 
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Phone. 794664. 







prominent role during 
n visit, acting as host to : 
me minister. However, Suharto 
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€-president was virtually obliged to 
lay host. Besides, the visit was not with- 
significant side-effects: some Indone- 
fficials were able to profit hand- 
mely from the business deals struck 
ile the Taiwan leader was in town. 

falik’s successor as foreign minister, 
htar Kusumaatmadja, is in ah equally 
idious position when. it comes to 







n informed that Sun had been invited 
О Jakarta — but he handles questions on 
his: sensitive subject with skill and 
nache. "We continue to adhere to the 


КЕЛЕ. “Regrettably, formal diplomatic 
clations with the People's Republic [of 
ina] have been suspended." 


ade with Taiwan in no way affects this 
tuation, the foreign minister maintains: ` 
have always had trade relations with: 
an and I don't see why this in any way 
эша be construed as incompatible with 
one-China policy. Because we defi- 
ely have no diplomatic relations with 
iwan," he said. Indonesian Foreign 
nistry sources stress. that Sun's visit was 
na personal capacity at a time when 
эгиле minister was facing elections. 
he fact that he publicised his visit here, 
emphasising its unofficial character, 
erhaps done for campaign pur- 
" said one source. In fact, it is far 
ikely that Sun let the cat out of the 
g about his trip to Jakarta as part of an 
empt to score points off Peking. 
For his part, Mochtar professes to see 
othing odd about Taiwan's Chamber of 
ommerce in Jakarta. "That's trade,” he 
id. He also deflected questions about the 
ait of Chiang and the Kuomintang flag 
h' good-natured banter. “How do I 
ow what is inside the house?” asked 
ochtar. “For all 1 know they may run 
ound naked. None of my business!" 
The Chinese Chamber of Commerce is 
here to handle trade, the minister said. 
We trade with everybody, I mean we 
ould trade with Eskimos, Hottentots 
[though not with] Israel or South Africa." 
Meanwhile, Jakarta and Peking are no 
closer to a thaw in relations, the visits of 
ssorted Chinese sports teams and other 
groups notwithstanding. Although China 
has made it abundantly clear that it would 
elcome a restoration of diplomatic links, 
"Indonesia insists on conditions that it 
knows will stick in Peking's throat, The 
ey demand is that China renounce: its 
upport for the outlawed. Indonesian 
-ommunist. Party. But there are other, 
less formal, demands, including one that 
"Peking should send an envoy first to 
Jakarta, a notion which Indonesians know 
full well would be incompatible with 
China's view of itself as the “middle king- 
dom." In these circumstances, it looks like 
business. — and -quasi-diplomacy 2 
„usual between Taipei and Jakarta 





termined that the visit go ahead and the '| 


iwan — Mochtar, it is said, was not ` 


ne-China policy," Mochtar told the" 


















By Rodney Tasker 
Bangkok: Traditionally warm- relations 
between Australia and members of 
Asean, Australia’s Southeast Asian 
neighbours, appear to have dipped into a 
cool period as a result of Canberra’s at- 
titude during. the current United Nations 
General Assembly session. While Austra- 
lian officials say the situation has been 
exaggerated and will soon blow over, their 
Asean counterparts are far from happy. 
The trouble began. at the beginning of 




































































October when Australian Foreign Minis- 


ter Bill Hayden told. Asean ministers at 
the UN in New York that this year, for the 
first time, Australia would not co-sponsor 
Asean's resolution calling for а with- 
drawal of foreign troops from Cambodia 
and for self-determination for the Cambo- 
dian. people, However, ‘Hayden added, 
Australia would still vote for the resolu- 
tion, which has been carried annually with 
an overwhelming majority at the general 
assembly since Vietnamese troops in- 
vaded Cambodia In December 1978. 

The Азеап countties were clearly disap- 


pointed. Although Australia is not a Third 


World. leader and other Asean friends 


“such as the United States, China and some 


European countries were also declining to 
join the more than 40 co-sponsors of the 
UN resolution, it was felt that more could 


be expected from a country which profess-, 


ed solidarity with the region. AE 
“Thai Foreign Minister Siddhi Savetsila 
was irritated. "It looks as though Austra- 
lia is looking for new friends instead of try- 
ing to cultivate its old friends in Asean," 
he was quoted as saying. That was a refer- 
ence to the fact that Australia, under the 
Labor government of Prime Minister Bob 
Hawke, has stepped up exchanges with 
Vietnam, with Hayden visiting Hanoi in 
June and Vietnamese Foreign Minister 
Nguyen Co Thach scheduled to visit Can- 
berra later this year. f 

Local press ‘coverage in Thailand, Sin- 
gapore and Malaysia was more alarmist. 
Newspapers quoted officials talking about 
possible retaliation against Australia in 
the form of trade, civil aviation and vari- 
ous economic sanctions. One Bangkok 
newspaper, The Nation Review, even in- 
dicated that Singapore and Malaysia 
might review their membership of the 
Five-Power Defence Arrangement group- 
ing them with Australia, New Zealand 
and Britain. 

But it appeared that the press — and the 
Asean officials they quoted — were allow- 
ing themselves to be carried away by the 
issue. Singapore's Ambassador to tlie 
UN, Tommy Koh, dismissed talk of possi- 
ble economic measures against Australia 
as "nonsense," and a Defence Ministry 
spokesman in Kuala Lumpur said there 
was no likelihood that the five-power pact 
would be affected in any way. 











th Australia cool following Canberra’s 
r United Nations resolution on Cambodia 





But then on October 4, Hayden's 
speech to the UN General Assembly upset 
Asean further. The Australian foreign 
minister made only a brief reference to 
Cambodia, referring to the need for a poli- 
tical solution including the withdrawal of 
foreign forces from the country and self- 
determination for the people. It was what 
Hayden did not say that angered the Five: 
he did not refer to the Vietnamese inva- 
sion of Cambodia or condemn Hanoi's 
continued occupation. That, according to 
Singaporean officials, was tantamount to 
condoning aggression. As Singapore's 
Foreign Minister S. Dhanabalan later 
commented: “Мт Hayden could not have 
done a better job of antagonising others 
and of losing friends." 

While Asean, despite its reaction, had 


„ been more or less resigned to Australia’s 


decisions not to co-sponsor its resolution 
on Cambodia and to abstain again this 
year from voting in favour of the Demo- 
cratic Kampuchea coalition government's 
UN credentials, it was acutely disap- 
pointed by the omission of a reference to 
the Vietnamese’ invasion іп Hayden's 
speech. 

Malaysian Foreign Minister Tan Sri 
Ghazali Shafie left the general assembly 
hall as Hayden was speaking. This was re- 
ported by The Australian newspaper as an 
ostentatious walkout which would lead to 
troubled times ahead. In fact, as Malay- 
sian officials point out, Ghazali was not 
staging a walkout at all. He was leaving to 
attend a lunch — at which he sat next to 
Hayden. But Ghazali’s general displea- 
sure was clear in a later comment he was 
quoted. as making: “They [the Austra- 
lians] claim they are part of Southeast 
Asia, but they are not with us." 


Gu comment highlighted the 
essence of Asean disappointment with 
Australia. Since former Labor prime 
minister Gough. Whitlam's time, in the 
early 1970s, Australia has tried to culti- 
vate the countries of Southeast Asia on 
the basis of good-neighbourliness. While 
there have been snags in Australia's re- 
lationship with its closest Asean neigh- 
bour, Indonesia, mainly over the Indone- 
sian invasion and annexation of East 
Timor. in the mid-1970s, relations have 
generally blossomed. 

There has been а long-standing 
dialogue between Asean and Australia, 
which has been mainly concerned with 
economic issues. Former Australian 
prime minister Malcolm Fraser — along 
with his Japanese апа New Zealand coun- 
terparts — attended the last Asean sum- 
mit in Kuala Lumpur in 1977. Asean-Aus- 
tralia trade stands at about. A$3.5 billion 
(US$3.23 billion) annually, and the Aus 
tralian Government has a number of dev: 











lopment projects in each Asean country, 
apart from Singapore. Defence. coopera- 
tion, through military training and sales 
programmes, is also increasing. 

Yet Asean suspects that Australia, 
while: claiming that its destiny lies with 
Asia, still thinks of itself as a white Euro- 
pean enclave in the region, and that its 
real identity is with the West. Asean has 
had similar worries in the past about 
Japan. Singapore's Prime Minister Lee 
Kuan Yew once tongue-lashed a Japanese 
correspondent when he was visiting the 
Philippines in January 1977, saying that 
Japan had better decide soon whether it 
was part of Asia or the West. 

The Japanese moved quickly that year 
to prove to Asean that Japan wanted to be 
a benevolent partner rather than an indus- 
trial predator.: Former prime minister 
Takeo Fukuda pledged at the Asean sum- 
mit in August a US$1 billion soft-loan 
fund for Asean projects, and since then 
the Japanese have stepped up cooperation 
in all fields, while at the same time consis- 
tently backing Asean to the hilt diplomati- 
cally. 

The Five also were not happy with the 
Fraser government's position on Cam- 
bodia, which included abstention each 
year on the vote over Democratic Kam- 
puchea's UN credentials — a very impor- 
tant‘issue for Asean in its diplomatic of- 
fensive to persuade the world not to ac- 
cept a Vietnamese fait accompli in Cam- 
bodia. Suspicion of the Australians 
deepened when Hawke's Labor Party 
government took power in March. 

The Australian Labor’ Party һаа 
pledged to renew a government aid pro- 
gramme to Vietnam — Asean is adam- 
antly against any form of aid to Vietnam 
while its troops remain in Cambodia — 
and it was more disparaging towards the 
Democratic’ Kampuchea coalition than 
the Fraser government. This latter posi- 
tionis not surprising, given the hated 
Khmer Rouge’s membership in the coali- 
tion; an emotive issue in Australia. While 
the Hawke government has stalled on aid 
to Vietnam, it apparently still has little 
time for the Cambodian coalition, a point 
which Hayden has made clear to his Asean 
counterparts privately. 

At the annual Asean foreign ministers’ 
meeting in Bangkok їп June, Hayden did 
not impress the Five’ when he said he 
thought time was on Vietnam's side, 
rather than Asean’s, over Cambodia. The 
Five were prepared to give him the benefit 
of the doubt when һе went to Hanoi after 
the meeting, seeking to improve relations 
between. Asean and Vietnam. In the 
Asean'view, Hayden achieved nothing to- 
wards this aim in Hanoi, and the Five were 
not particularly amused when, on his re- 
turn to Bangkok, he told a press confer- 
ence that he thought Vietnam would re- 
main in Cambodia "until hell freezes 
over.” 

' ‘So the scene was set for a further test at 
the WN and, according to Asean, Austra- 
‘lia failed miserably! Ironically, from the 
start of his new career as foreign minister, 
Hayden had stressed Australia’s new in- 
volvement in the region. “We are part of 
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this region," he told a press conference in 
an earlier visit to Bangkok in April. “We 
may be on the perimeter of it, but we are 
very much involved in it, and develop- 
ments in this region commercially and 
politically are going to have enormous 
consequences for Australia in future." 


T= consequences for Australia at the 
moment are more negative than posi- 
tive. Asean has postponed a proposed 
routine dialogue meeting with Australia in 
Canberra which was scheduled to take 
place on October 24. And Asean-Austra- 
lia relations are to be reviewed at an 
Asean foreign ministers’ meeting in 
Jakarta in November. 

Measures taken at the meeting are 
likely to stop short of any sanctions. “Aus- 
tralia is not an adversary yet,” a senior 
Asean official told the REVIEW. “But we 
have to register Our unhappiness in the 
hope that they will change their policies.” 

Singapore and Thailand, two Asean 
countries which have no qualms about 
shooting from the hip in diplomatic 
wrangles, can be expected to push for a 
strong censure of Australia. But according 
to a Malaysian official, the feeling of being 
let down by Canberra is general through- 
out Asean. Hayden himself appears to 
have been somewhat taken aback by the 
straight-talking he has encountered from 
his Asean counterparts. 

“In our foreign relations dealings with 
our immediate neighbours in the Asean 
countries there is robustness of operation 
and a directness, indeed bluntness, of ex- 
pression and practice which can be rather 
disconcerting,” Hayden told the Austra- 
lian Parliament on October 11. He was 
speaking during a debate on Australia- 
Asean relations in which opposition 
spokesman on foreign affairs Michael 
Mackellar referred to “the developing 
crisis in Australia’s relations with Asean.” 

In the same statement, Hayden stressed 
that Australia should keep to a certain 
foreign policy if it was in the nation’s in- 


terest, rather than “surrendering what we 
believe in if we trot off in some other di- 
rection, or if we roll over like some well- 
manicured poodle, passively wanting to 
be scratched on the belly every time some- 
one clicks his fingers at us.” 

On the issue of co-sponsorship of the 
Asean resolution, he pointed out that the 
resolution was different in form from pre- 
vious years. The points in the resolution 
with which the Australian Government 
reportedly disagrees refer to backing for 
the Democratic Kampuchea coalition, on 
which Canberra feels inhibited because of 
the nasty taste which the Khmer Rouge 
leaves in its mouth. 

Doubtless, the current friction between 
the two parties eventually will be ironed 
out, The Hawke government has had its 
first taste of the petulance Asean coun- 
tries can show, even to their friends, when 
they feel an important regional security 
issue is being jeopardised. Hawke himself 
is expected to make a brief visit to 
Bangkok early next month en route to the 
Commonwealth Heads of Government 
Meeting in New Delhi, when he will per- 
sonally receive a taste of Asean’s current 
mood, It may be tempting for Australian 
officials to feel, as some obviously do, that 
such a reaction from Asean can be dismis- 
sed as only an unimportant passing phase, 
and that the Five's usually friendly face 
will soon reappear. But perhaps now 
would be a good time for Canberra to look 
deeper into the relationship. a 
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he Helmsman of The Sunday Times 

— one of my favourite London 
papers, for which I worked for 25 years 
(1948-73) — has stepped down to the 
position of editor emeritus. Frank Giles 
(64), who worked for The Times and 
The Sunday Times for 37 years, had 
been editor of The Sunday Times for 
two-and-a-half years. 

Now — in his retirement — he will 
travel and write as he chooses and will 
next month make a first reporting visit to 
Hongkong. His successor, Andrew Neil, 
34, is a former executive of The 


Economist (another of my London 
papers since 1948). Giles and I both 
worked for Ian Fleming when Fleming 
was foreign editor of The Sunday Times. 


But I was a barefoot reporter in the Far 
East and Giles covered European diplo- 
macy at top levels and then became an 
executive when 007 James Bond dragged 
Fleming up the authorship ladder. 

Giles’ last edition of The Sunday 
Times as editor this month carried the 
customary number of fascinating stories. 
One, interestingly enough, was written 
by REVIEW editor Derek Davies, giving 
explicit warning and first-hand know- 
ledge of the dangers of travelling by air 
in Vietnam. 

Another — tied to the Americas Cup, 
won appropriately and triumphantly by 
Australia II — recalled the longest and 
closest sea-race of all time, when three 


UNITED NATIONS 


English clippers ended a 99-day, 16,000- 
mile Great Tea Race from Foochow, 
China, to London in 1866, with less than 
two hours separating them as they ar- 
rived in the Thames with cheering 
crowds awaiting them. (London society 
cherished the China tea which the clip- 
pers brought.) 

Fifteen clippers took part in the his- 
toric 1866 race, and The Times of the day 
reported: "The betting runs very high 
and Ariel (852 tons, with flesh-coloured 
steel masts) is the favourite; Taeping 
also has sanguine supporters, and not à 
few feel that Fiery Cross will again be the 
winner [as in 1865].” 

Describing the marathon race, Dud- 
ley Doust records in The Sunday Times 
117 years later that “the chase [begin- 
ning May 29] led down the China Sea, 
through the Straits of Formosa, down 
the coast of China and under the tip of 
present-day Vietnam, before dropping 
south past Borneo and into the narrow 
Anjer Strait between Java and 
Sumatra." 

Facing monsoons and then nights of 
no wind, each ship covered up to 240 
miles on the best days and maybe only 40 
miles on the worst. Fiery Cross rounded 
the Cape of Good Hope two hours ahead 
of Ariel and about 12 hours ahead of Tae- 
ping, but then dropped out of the race. 
Eventually, Taeping won — 20 minutes 
ahead of Ariel (on the 99th day). An out- 





Carry on, coalition 


The general assembly's credentials committee recommends 
that the Democratic Kampuchea government retain its seat 


By Ted Morello 
New York: Cambodia's Democratic Kam- 
puchea coalition government, headed by 
Prince Norodom Sihanouk, faces the 
United Nations General Assembly ple- 
nary session later this month certain to win 
a sweeping victory in the annual creden- 
tials battle with the Vietnamese-backed 
Heng Samrin regime in Phnom Penh. 
The outcome was foreshadowed on Oc- 
tober 12, when the assembly's credentials 
committee brushed aside Soviet objec- 
tions and recommended that the plenary 
body accept the coalition as Cambodia's 
sole legitimate UN representative. From 
the start, there had been no doubt of the 
outcome in the committee, heavily 
weighted with the coalition's supporters. 
Of its nine members, only the Soviet 
Union had voted against the Sihanouk de- 
legation in last year's plenary balloting, 
while two members — Mali and Uganda 
— had abstained. The remaining six com- 
mittee members — China, Colombia, In- 


34 


donesia, Jamaica, Portugal and the Unit- 
ed States — had voted for the coalition. 
It is not even certain that the Moscow- 
Hanoi bloc will call for a plenary vote this 
year. Asean and other pro-Sihanouk dele- 
gations are predicting that if it does, the 
score in Democratic 
Kampuchea's favour will 
be even greater than last 


year's lopsided 90:29 
tally. 
Committee debate fol- 


lowed predictable lines 
and set the stage for the 
plenary proceedings. 
The Soviet Union's Vla- 
dimir Shustov, the only 
committee delegate to 
speak out against "so- 
called Democratic Kam- 
puchea," branded the 
coalition a cover for the 
"Pol Pot clique." (Pol 


sider, named Serica, crept in third. 

But that was in the past. Giles' own 
personal and frank farewell commentary 
in the same issue dealt with the present 
— and the future. “1 can see little or no 
change over the years in the way in which 
the press and its practitioners in this 
country are frequently regarded with 
suspicion, sometimes with contempt, 
not just by the so-called establishment 
but by large sections of the public," he 
said. 

"Too often, the conduct of propri- 
etors, editors and journalists unhappily 
justifies such attitudes. But even allow- 
ing for that, it is still unhealthy and de- 
pressing to find here [Britain], in sharp 
contrast with the United States, far too 
general a tendency to regard journalism 
and journalists as venal, superficial and 
prejudiced. 

"The fault lies on both sides. By their 
methods and their tendency to trivialise, 
some newspapers invite hostility; 
through misunderstanding of the pur- 
poses of journalism, large sections of the 
public continually make the mistake of 
identifying the bringer of bad news with 
the bad news itself. 

“Time, and a greater effort by each 
side to understand the other, may bring 
some improvements, but I doubt it.” 

We pressmen in Hongkong seem to be 
luckier than our counterparts in the 
United Kingdom. 











Pot headed the Khmer Rouge, one of 
three coalition partners, when it seized 
power in the mid-1970s and slaughtered 
millions of Cambodians. ) 

Shustov's protest was drowned by ex- 
pressions of support from five other dele- 
gations for the anti-Vietnam alliance. 
China's Ling Qing called Democratic 
Kampuchea an “independent, non- 
aligned, sovereign state” and scoffed at 
Samrin’s “so-called People’s Republic of 
Kampuchea” as “no more than a puppet 
installed by foreign troops.” 

In a similar vein, Indonesia’s Ali Alatas 
suggested that such authority as the Sam- 
rin regime wields in the country derives 
from the occupying Viet- 
namese troops. The in- 
ternational community, 
Alatas added, could not 
recognise the validity of 
a regime established by 
an invasion. 

Acting without a vote, 
the committee adopted a 
draft resolution recom- 
mending general assem- 
bly acceptance of Demo- 
cratic Kampuchea's cre- 
dentials along with those 
of 119 other delegations. 
It will act later on re- 
maining credentials. 
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or department become more productive. Professional people 
can use them to make the most of their own special skills. 

IBM small computers are easy to use and their price tags 
make them easy to buy. Best of all, even our smallest computers 
give you our biggest benefits: IBM experience and reliability. 

So, when you begin sizing up small computers, think 
of IBM. Obviously, ме уе thought a lot about you. 
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INTER: CONTINENTAL SERVICE 

Some things we plan fifty years 

ahead of time. Most things can be 

arranged at a moments notice. 

That's another Inter-Continental advantage. 


IN GERMANY THE ADVANTAGE IS INTER: CONTINENTAL 
BINTER-CONTINENTAL- HOTELS 


BERLIN. The city's premier deluxe hotel, the Inter*Continental, close to the Tiergarten park area, is within walking distance of Kurfürstendamm 
COLOGNE. The Inter* Continental Cologne, near banking and shopping areas, commands a beautiful view of the cathedral. DÜSSELDORF. Facing the 
Rhine, adjacent to the fairground, the InterContinental Düsseldorf enjoys an enviable reputation. FRANKFURT. The Frankfurt Intercontinental offers 
splendid views of the city and the ever-changing Main river scene. HAMBURG. Within walking distance of the Congress Center, and overlooking beautiful 
Outer-Alster Lake, is the Inter*Continental Hamburg. HANNOVER. The Inter*Continental Hannover has a superb location facing the impressive 
"Rathaus" building. MUNICH. Surrounded by the opera, theaters, museums and fashionable shops is the world famous Hotel Vier Jahreszeiten Kempinski. 


INTER-CONTINENTAL® More than 80 superb hotels around the world 
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BARCLAYS BANK. 


Trade regulations. Language 
difficulties. Currency problems. 
Culture gaps. 

The list of barriers to your 
foreign trade goes on and on. 

At Barclays Bank, we believe 
they can only be tackled on 
the spot. 

Which is why Barclays offers 
you the services of an unrivalled 


BOTH SIDES OF THE FENCE. 

There’s probably a Barclays 
branch near your own office too. 

So that your business is 
handled by Barclays people in 
your own country speaking 
directly to Barclays people over- 
seas-giving you a faster, more 
efficient and more responsive 
service. 








And helping you through 
local regulations and procedures. 

And with total assets of US 
$95 billion (as at 31 Dec. 1982) 
Barclays has the financial 
strength to deal with any project 
you may have in mind too. 

So next time you're con- 
fronted with a barrier to your 
foreign trade, talk to Barclays. 


international network - with 


5,300 branches across just opportunities. 
about every major commercial 
centre in 84 countries. introductions. 


Pointing out foreign market 


Making local L.* JE 2 З. м 


C ч 


You'll find we're uniquely 
Petr placed to help 
hiir yii you make a 
ا‎ breakthrough. 
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CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU. 
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Animportant word from IBM. 


You may think IBM makes only big computers. The range 
of products pictured here should change your mind. 

But more important, it’s likely that one of them is a perfect 
fit for you and the work you have to do. 

IBM's small computers bring problem-solving power to the 
people who need it most. Small businesses pov 
can use them to prosper today and plan & | : 
for tomorrow. Large companies can 
use them to help a key person 





















e THIS is obv 
Dog, as a recent e 
made all too brutally clear: 















It's really a surprise that it has taken 
the peace-loving zealots who rule in Pe- 
king so long to launch ап attack on such 


an obvious offender against good order, | 


decency, clean living and discipline as 
the canine species. Those who foul the 
footpath. bark at the moon throughout 
the night. copulate in public and decline 
to cover their mange with wigs deserve 
all they get. 

However, China-watchers will no 
doubt be able to find lots of political 
meaning behind this decision to outlaw 
Peking dogs (or most of them). So this 
Traveller, who is a cat lover and can be 
accused of no ideological bias in favour 
of dogs, has been considering some of 
the possibilities. First of all, we must 
probably rule out the mundane theory 
that dogs are eating too much food, de- 
priving the capital's people of the 
strength needed to lead the nation for- 
ward. This might be an admission that 
nutritional standards had barely im- 
proved in 20 years and would certainly 
indicate lack of faith in the ability of the 
Four Modernisations to meet the needs 
of dogs as of men by the year 2000. It is 
also unlikely bécause Peking residents 
already enjoy the highest standard of liv- 
ing in China, while the anti-dog cam- 
paign is confined to the capital. 

However, some analysts reject this 
obvious conclusion, suggesting that dogs 
will be abolished on a municipality-by- 
municipality basis as standards of living 
rise. In other words, existing freedom to 
keep pets is a form of opiate for the 
masses permitted until modernisation is 
achieved. (See selected works of X. Y. 
Zeng, Page 3763, Let Them Keep Dogs 
— in Cantonese cassette form rendered 
as Let Them Eat Dogs.) 

This has dire consequences for already 
super-modernised Hongkong, so that, 
according to some analysts, 1997 will not 
only bring about the destruction of all 
dogs, but possibly of all other four-leg- 
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ged pets as well. But that’s alarmist talk, 
and a gross libel on those senior officials 
who have already promised that all exist- 
ing liberties for dogs will continue after 
1997. (A hollow promise, retorts the 


Another mundane theory is that in Pe- 
king at least law and order is so assured 
that no household need keep a dog to 
bark at strangers and frighten interlop- 
ers. But this explanation does not seem 
to fit with current official concerns about 
the rising rate of crimes such as rape and 


robbery. These at least are as prevalent | 
in Peking as anywhere in China, perhaps | 
more due to the presence of large num- | 
bers of spoiled-brat offspring of cadres | 


than to the decadent foreign influences 


that those who profess "friends all over | 


the world" cannot keep out of the capi- 
tal. 

There might be little need for human 
intercession to eliminate Peking dogs if 
this species behaved like the top eche- 
lons of the Chinese Communist Party 
where "dog eat dog" is the normal prac- 
tice. This catty remark, however, sounds 
like a Kuomintang fabrication. An ex- 
planation of events more in tune with 
Marxist-Leninist-Mao — Zedong-Deng 


Xiaoping thought is that now all the run- . 


ning dogs are on the brink of defeat, it is 
time to celebrate symbolically by 
eliminating the actual canines. Destruc- 
tion of dogs of all descriptions is part of 
the transition from socialism to com- 
munism (Ibid. Page 6572). 

One who would have well understood 
this piece of historical determinism 
would have been George Orwell, author 
of Animal Farm and 1984. Indeed, the 
most plausible of all theories for the Pe- 
king authorities’ action is that the capital 


is gearing up to celebrate 1984 by bor- | 


rowing another Orwell analogy. “All 
animals are equal but some are more 
equal than others.” So with dogs. All 
dogs are equally undesirable, but some 
more so than others. There" will be “ex- 
ceptions" to the slaughter. Some dogs 
will not be "against the regulations" or 
stand accused of having “an adverse ef- 


fect on the social order." Pets of top | 


cadres perhaps? 
Sympathy for the threatened dog 
masses must come from somewhere. 
Perhaps United States President Ronald 
Reagan will make a gesture of free- 
world solidarity towards Peking's dogs 
by offering them a final honoured resting 
place in the pet cemetery in Beverly 
Hills. 
€ MEANWHILE, in Hongkong, the 
scourge is not dogs but a related species: 
foxes. Foxes are an exceedingly bad 
omen in the Chinese tradition. So when 
images of foxes allegedly started to ap- 
pear in the pattern of the marble adorn- 
ing Windsor House, an office block in 
Causeway Bay district, it was ihevitabl 





that tragedies woul f 
reputation did the buildi 












trasting the Peking d 
headline from-Ho 

Morning Post a 
derer in the US: 







































He killed his girlfriend’: 
| but never let such detail get 
| a good headline. ^ ^" 
| € WHATEVER happens to 
| group chairman George Тап, 
ported HK$50 million (US$6. 
bail on charges under Hongkong's The 
Ordinance, he should be тетет! 
for one thing other than the.si 
group debts — the Carrianna Chiu Ch 
| Restaurant. This eatery оп th 
zanine floor of the Carrian Centre in 
| Wanchai (conveniently close to the 
| REVIEW editorial offices) offers what 
may be the best Chiu Chow (Chaozhou 
cuisine in Hongkong. That is praise i 
deed. Hongkong probably has the fines! 
selection of Chiu Chow restaurants i 
the world. 

Chiu Chow cuisine is the food of t 
region of the northern Guangdong 
city of Shantou (Swatow), which is app. 
rently where George Tan Soon Gin’s 
family originated before emigrating to 
Southeast Asia. According to his é 
| pired Singapore passport, Tan himself 
| was born in China. | { 
















































| pomfret steamed or fried with black 
| bean sauce, and scallop dishes. A parti- 
| cular REVIEW favourite is the purée of 
| chicken and spinach, which the menu 
| calls “Minced chicken and vegetable in 


* 






| course, with tiny cups of strong, bitter 
| “tie guanyin" (Iron Goddess of Mercy) 
tea. 

Carrianna’s service is excellent, the 
decor comfortable but unfussy, and its 
toilets may be the cleanest in Hongkong: 

| Despite our none-too-complimentary ` 
| editorial treatment of the group as a 
| whole, the now-defunct rescue scheme 
| for Carrian received regular contribu- 
tions from REVIEW staff members who 
have put their money where their 



























deservedly so. May it survive. th 
liquidator. Е | 
































































mabad: More than two months after | 
opposition launched its cam- 
ign against military rule, a stalemate 
to have developed between this op- 
sition movement and the government 
ident Zia-ul Haq. The opposition 
been unable to intensify the protests to 
e where it could either topple the re- 
meor force its hand. The government 
yas realised that after six years of martial 
law, it will now be increasingly difficult to 
"un othe country smoothly 
out at least a semblance of 
miocratic participation. 
Zia has now initiated a 
alogue with several banned 
political parties — particularly 
| of the Right and with an 
colouring. The pur- 
eis said to, be to work out 
of ensuring a transition 
ocracy. before March 
as promised by Zia in his 
to the nominated Fed- 
1 Council on August 12. Zia 
s'he is prepared to discuss 
amend ^ the political 
mework he announced and 
bly hold elections earlier 
n the March 1985 deadline. 
wo unresolved questions are 
ether elections should be 
‘ganised on a party or non- 
arty basis and whether pro- 
cial assemblies and the Na- 
onal Assembly should be 
elected simultaneously or with 
significant gap between poll- 
£g for them. 
Most politicians say they do 
ot trust the military regime, 
ich has twice, postponed 
general elections after an- 
ouncing their schedules. But 
two factors have forced them 
to the negotiating table. A majority of 
political parties still share with the mili- 
ary government the ohjective of exclud- 
‘ing the Pakistan People's Party (PPP) 
f former prime minister. Zulfikar Ali 
"Bhutto from power, though few publicly 
admit to this. Secondly, they realise that in 
CVIOUS: agitations the existing govern- 
vas removed through armed-forces 
intervention; unless a revolution occurs 
(of which there is little chance at present) 
political parties’ alone cannot. bring йа 
change in government, There is no chance 
that the > military ee, will remove 




































"Zia is um best. fice. 
one source in Isl 


ture. 





out. “His unlikely y that they will accept los- | 
ing him and risk losing their best public re- 
lations тап. 

Maulana Shah Ahmed Noorani, leader 
of the Jamiat Ulema-e-Pakistan. (JUP), 
which was the first;political party to hold 
talks with Zia this month, summed up the 
sentiment of negotiating politicians: "We | 
realise that whatever else may happen, 
democracy cannot be restored. through 
agitation." Noorani had earlier supported 
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the PPP-led Movement for the Restora- 
tion of Democracy (MRD), though the 
JUP is not part of the opposition alliance. 


p and the military are likely to 
reach a compromise as a result of 
negotiations, which might last for weeks. 
Elections are likely to be held next year, | 
though it is certain that the PPP will be 
excluded from them. The insistence of | 
some military leaders that the first elec- | 
tion should be on a non-party basis and 
that the formation of. political parties 
should follow lateris also a zu way of 
shunting aside Ше s pi M ое 















be treating all politicians at the same 
level." 

Zia and other military leaders, sup- 
ported by some politicians, believe that a 
return to power of the PPP will lead to 
a politics of vengeance and an erosion of 
democratic institutions, as happened in 
1972-77. The current strategy of the PPP, 
of using violence against authority, as well 
as the involvement of Bhutto's sons, 
Shahnawaz and Murtaza, in the terrorist 
Al-Zulfikar organisation based 
in Kabul, only harden the mili- 
tary leaders’ belief that the PPP 
has now become a radical, ex- 
tremist group. In fact. Zia 
maintains that it was anti-PPP 
politicians who urged him not to 
hold elections earlier for fear 
that the PPP might win them 

The limitation of recent 
anti-government agitation 
largely, to the southern pro- 
vince of Sindh is considered 
alarming by most Pakistanis, 
whether in government or out- 
side. Although the govern- 
ment can take comfort from its 
ability to contain dissent in 
other provinees, the Sindh 
violence is seen as an expan- 
sion of regionalism as opposed 
to Pakistan! nationalism. 
Sindh’s location on the border 
with, India and statements by 
Indian leaders on the Sindh 
situation also raise fears that 
in the garb of a democratic 
movement, secessionist 
moves might be in the offing. 

“The opposition PPP is a 
national party but it has cho- 
sen to launch a movement 
which is largely regional in 
character,” said Muhammad 
Salahuddin, editor of the Islamic Urdu- 
language daily Jasarat.and a critical sup- 
porter of the present regime. “There 15 
something unholy about the whole exer- 
cise. Look at the тар and the trouble 
spots. Each one of them is of strategic im- 
portance incase of an Indian attack. If the 
PPP's fight is for democracy, then what is 
the point in interrupting traffic from 
Karachi northwards? By blocking the na- 
tional highway and the trains, they are 
telling Pakistan something — that they 
can strike at the country’s jugular vein. 
Boh the government and the opposi- 

eny that there is 
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жч will be respo 
break-up of Pakistan: ough the ar- 
gument is popular Among intellectuals, 
there is little concrete evidence that 
separatist tendencies, and military rule 
have a direct correlation. The government 
can argue with some justification that re- 
gionalism is the result of economic factors 
and that a more vibr; onal economy 
with greater participation of $maller pro- 
vinces does more for national integration 
than elections. | 

















he economy has, 
bly well und 

and inthe case ¢ 
Baluchistan === 
demolishing: a 
movement. Seve Baluchi leaders who 
participated in a c ar in 1974-77 for 
the province's rights are now: supporting 
the government on the grounds that it is 
paying more attention to the region. 

A source close. to. hard-line Baluchi 
nationalist leaders such as. former chief 
minister Ataullah Mengal and Sardar 
Khair Bux Marri conceded that. the 
Baluch are now divided between “ideo- 
logical nationalists” апа “pragmatists. 
“People like Mengal and Marri believe in 
nationalism as an objective in itself,” the 
source said. “The others think that it is all 
a matter of getting a bigger piece of the 
cake for the Baluch people. Under Zia, 
the cake has become bigger and so has 
Baluchistan's piece.” 

While Mengal recently issued a declarà- 
tion of independence for Baluchistan from 
London, his brother Mehrullah supports 
the government along with former radi- 
cals such as Khair Jan Baluch and Mir Gul 
Khan Naseer. Опсе the bedrock of anti- 
Islamabad feeling, the province has soft- 
ened;and has not participated in recent 
anti-government activity. The only inci- 
dent in Quetta, the provincial capital, in- 
volvéd Pathan students clashing with the 
police, it was not followed by à major 
reaction elsewhere. 

In the case of Sindh, regional grievances 

` stem more from the feeling of loss of 
power which the provirice feels it enjoyed 
under Bhutto — himself a Sindhi. "This 
government has done more for Sindh than 
any other government," claims Lieut- 
Gen. Mujibur Rehman, the federal infor- 
mation secretary, "We created aSindh re- 
giment in the army, spent more on deve- 
lopment and provided jobs. There are 
more Sindhi civil servants now than before 
in m positions in Sindh, But then 
people bent on making trouble do not care 
about facts." 
In some ways the unrest in Sindh is a de- 
уса reaction té Bhutto's execution. H is 
ub tio power by. the pro- 
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Where can you find the latest technology. the 
toals, the equipment and the ideas of over 500 
leading world suppliers from 23 different 
countries? All togetherat the same hime and under 
one root? All waiting fo help you get up-to-date 
on how the new technology is changing the world 
of chemical and process engineenng? 


The answer is ChemAsia 83 
At the World Trade Centre, Singapore 
from December 7 — 10 1983. 


That's why it's vital that you clear a space in your 
diary now. It's your one chance to get away from 
the routine and pressures of the office or factory 
and into the whole world of new information and 
new ideas. 


ChemAsia 83 — because it pays to be 
informed 

At ChemAsia 83 you'll see hundreds of chemical 
engineering products and services ~ many never 
seen in the region before. You'll meet leading 
suppliers. establishing the face-to-face contacts 
that can be so important tofuture business 
prosperity. You'll be able to discuss new 
applications on-the-spot, comparing the 
alternatives, finding the expert answers that are 
night for you 


in an industry that's moving faster and faster, it's 
the ideal opportunity to. get completely up-to-date 
on the situation as it is today, gaining knawledge 
that could be vital to your Own and yourcompany's 
Success. 


ChemAsia Conference — practical 
support 
The ChemAsia Conference supports the show 
with sound. practical sessions presented by 
internationally acknowledged experts. These are 
people who have been through the same 
experience as you. They wont be talking theory 
but giving you the benefit of practical experience 
== showing you how you can lower costs, raise 
profits and avoid costly pit-falls. 


See, hear and dis 
all the latest 
| developments. me 
chemical engineering at 


CHEMAS 


Send now for your FREE show 
preview-planner, tickets and the | 
conference programme. 

This years ChemAsia will be over 40% bigger than 
the tast one in 
success. To make sure you don't miss this unique 
opportunity to get fully 
your diary and send us the coupon today, 


Alternatively, contact ChemAsia 83 at 

11 Dhoby Слаш, #13-01 Cathay Building 
Singapore 09822 Tat: 
Telex: RS 23597 Singex 
















1981 — a fair measure of its 


informed, make a notein 


3384720, 3384748. 
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ChemAsia B3 — The 3rd Asian International Chemical & Process Engineering & Contracting 
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.. that does not mean that a movement for 


democracy does not exist in Pakistan. The 
cry, “The country won't survive without 
democracy,” is; perhaps emotional, but 
not even the generals deny that a return to 
civilian, representative government is es- 
sential for the country's long-term stabil- 
ity. As one government official pointed 
out: "The opposition gets international 
support in the name of democracy, and 
every other achievement of the regime is 
overshadowed by its unrepresentative 
character." 


F ia’s dilemma, however, is to find a way 
whereby a succeeding elected civilian 
government will not turn against the 
armed forces as an institution. "There is 
great polarisation now," said a professor 
at the University of Karachi. “The civilian 
elite vs the military elite, the Left vs the 
Right, the modernists vs Islamic fun- 
damentalists, Sindh vs Punjab. Everyone 
wants to fight it out with the other." 

Although this scenario is greatly exag- 
gerated, elements of it can be said to be 
true. By negotiating with politicians, Zia 
is trying not only to find a compromise 
solution but also to unite the Islamic and 
rightist parties, which might agree to let 
him preside over a transition from martial 
law to some form of democracy. 

According to sources close to the mili- 
tary, Zia's continuation as a civilian ruler 
will provide a much-needed bridge be- 
tween politicians and the armed forces. 
He could also fulfil the need of a national 
Islamic political leader, sought by the scat- 
tered Islamic parties which command a 
sizable following between them. Besides 
domestic political factors, the government 
also seems to believe that foreign powers 
have a hand in fomenting trouble against 
it. Although protocol has been upheld in 
not naming the countries at this stage, Zia 
made it explicit in an interview that he 
blames the Soviet Union and India for try- 
ing to destabilise his government. 

The president said that one superpower 
wanted to control the entire region from 
Central Asia to Indonesia, but that Pakis- 
tan stood out as a stable bastion of resis- 
tance. The superpower therefore wanted 
to force Pakistan to follow its line. 
As for India, Zia said, "some ele- 
ments in a neighbouring country" are yet 
to reconcile themselves to the creation of 
Pakistan and still harbour à desire to dis- 
member the Islamic state. The Pakistani 
Government is documenting evidence of 
external interference, according to official 
sources, and will publish it "should bilat- 
eral discussions fail to stop foreign support 
for the opposition." 

The opposition explicitly rejects sugges- 
tions of outside interference and foreign 
support. Ironically, Bhutto accused the 
United States of financing the campaign 
which brought down his government in 
1977; the opposition at the time had also 
argued that unrest and rioting were 
primarily the result of domestic factors, 
even if international support aggravates it. 
The view from Islamabad, however, is 
that though initially the events in Sindh 


44 


| were the result of 











РЕ 
situation would not have become 
serious without Soviet and Indian sup- 
port. “India misread the situation,” said 
one high-ranking government official. 
“They thought, “The Sindhis are rebelling 
so why not help them and do away with 
Pakistan once and for all.’ Of course, it 
was not a Sindhi revolt, so they ended up 
creating some trouble for us but gaining 
nothing for themselves.” 

After six years of martial law and sev- 
eral political ups and downs, the consen- 
sus in Pakistan seems to be building to- 
wards early transition to democracy. Al- 
though politicians and intellectuals say 
that the army does not want to leave, mili- 
tary leaders seem to be realising that un- 
less they share power with civilians or re- 
turn to the barracks completely, the coun- 
try could face periodic eruptions such as in 
Sindh or even a major upheaval. Lack of 
trust between politicians and military 
leaders remains an issue. But politicians 
realise that the military holds all the trump 
cards in the Pakistani political situation, 
and even democracy will have to be 
handed down by the army. 














in a recent statement by th 
man, Nusrat Bhutto, widow of the former 
prime minister. In a statement from her 
home in exile in West Germany, Mrs 
Bhutto reportedly called upon Gen. 
Muhammad Iqbal, chairman of the joint 
chiefs of staff, to remove Zia and take 
power in order to hold elections. While 
there is hardly any chance that Iqbal or 
any other general will break ranks, Mrs 
Bhutto's statement amounted to an ad- 
mission that despite her party's ability to 
create trouble in Sindh, removal of the 
present regime and restoration of democ- 
racy still depended on the army's good- 
will. 

Zia says that though he will take strict 
measures against the PPP's “anti-state ele- 
ments," he is prepared to talk with all 
"patriotic politicians." His task now is to 
create an atmosphere conducive to 
negotiations, and he may have to release 
some of the moderate politicians detained 
by the government. Each political party 
and group is likely to make its own set of 
demands, and the military will have to re- 
concile these against its own priorities. 






INTERVIEW/PRESIDENT ZIA-UL HAQ 





Handing on the baton 


ver since he came to power in a military 

coup six years ago, Pakistan's Presi- 
dent Zia-ul Haq seems to have moved 
from crisis to crisis. In the first few years, 
Zia had difficulty establishing his creden- 
tials as a national leader, and was seen 
from abroad simply as a military dictator. 
His decision to go ahead with the execu- 
tion. His failure to hold elections and 
Bhutto brought widespread condemna- 
tion .His failure to hold elections and 
transfer power to an elected government 
was also not popular. 

International opinion changed some- 
what after Zia handled problems created 
by the Soviet occupation of Afghanistan 
with the tact of a statesman. His adher- 
ence to non-alignment, while opposing 
the Soviet occupation and helping Afghan 
refugees, gained Zia respect. He initiated 
the process of normalisation of relations 
with neighbouring India. His policies of 
Islamisation, though not welcomed by 
Western liberals, earned the Pakistani 
president respect in the Islamic world. 
Domestically, too, Zia has succeeded in 
developing a constituency on the basis of 
his economic policies and his insistence on 
Islamic identity and Pakistani nationalism. 

In an interview with Husain Haqqani, 
Zia reiterated his pledge to restore demo- 
cracy, though with some adaptation for 
Pakistan's particular circumstances. He 
accused the Soviet Union and India of try- 
ing to destabilise his government — but at 
the same time restated his desire to find a 
solution to the Afghanistan crisis and to 
normalise relations with New Delhi. 


Do you consider the recent disturbances a 
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Zia: the PPP misjudged. 


rejection by the opposition of the political 
framework announced by you on August 
12 which provides for elections and trans- 
fer of power by March 1985? 

After my speech [announcing elections] 
the general reaction should have been that 
people should have accepted the propo- 
sals and should have gone ahead with help- 
ing me in implementing the plans. But we 
know that a group led by the Pakistan 
People's Party [PPP], now known as the 
Movement for Restoration of Democracy 
[MRD], had already announced that they 
would start their civil disobedience from 
August 14. We were expecting that, irres- 
pective of what my announcement was, the 
People's Party wanted to agitate in one 
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well as radi- 
yarties, say that 
the ү колаш process is only a ploy to 
defuse the present: "The army 
will use talks not to on ground 
" said one 


ruling process is nec 
The wenn wa 
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al in rural Sindh 
n boycott, there 
e turnout elsewhere. The 
60% — was in Pun- 


participation wa m i 
as a result of a 
was a respec 


form.or another, From my point of view 

the reaction, to my proposals has been 
positive. ` 

е notice in a particular 

ot be termed a reaction 

announcement of Au- 

ad lanned in any сазе 
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go 
stability. How do jon view the 
: strength of your opponents? 
The PPP. misjudged. their strength. 
| ght they would be able to agi- 
some particular areas and. this 
would catch on in other provinces. [They 
expected]. there would be wild unrest 
which would either topple the government 
or force it to compromise with the PPP.or 
the MRD. It is quite evident that it isnot a 
popular movement and is restricted to.cer- 
-tain areas. It.certainly is hot meant for the 
“restoration of democracy. If anything it is 
a movement for destruction, and that is 
| why it cannot be termed as a genuine op- 
position. [Recent events] do not pose any 
threat, none at all. In Ulster things have 
been burning for the last 20 years but no 
one thinks Britain will be dismembered as 
a result, In India, there is severe agitation 
by the Sikhs, but we don't hear anyone 
saying that India will disintegrate or [that] 
there is a threat to long-term stability. 
Why should a little disturbance in Pakis- 
tan: provers such fears? 
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Mayor of 
says that the councils’ success is based on 
their effectiveness for the ordinary man. 
“When somebody wants a sewer system, 
what good is a constitutional expert in the 
federal parliament?” he asked, adding he 
was HOt decrying legislative politics. Sev- 
eral young political activists are getting 
more involved in local councils because 
they see them as a way of getting things 
done and building their constituencies for 
eventual participation in national and pro- 
vincial politics. 

If the military’s approach is accepted, 
the next step after local councils would be 
to hold elections for provincial assemblies 
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explained that parties could rese 
after elections, and future.elections 
actually be held on a party basi 
don't want to be forced to. give power 
party which might bring the cou 

brink of disaster again,” he «s; 
would rather leave it to a National Assem 
bly of elected people whose personal, 
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would like to have a person at the h 

of Pakistan's affairs who talks less about 
slam. In that way you may say I have 
forces to reckon with, perhaps not so 
much internally as externally. [External 
forces] would like a person in Pakistan 
ho talks of secularism and is prepared to 
compromise on Afghanistan. [They want] 
omeone who will accept the hegemony of 
some of the neighbours, Apart from such 
cople, T enjoy the support of the ma jority 
f the people who know that this state was 
reated inthe name of Islam arid want Is- 
mic values, which the government is 
omoting. 














































































as you say, you enjoy the support of the 
jority, then what has prevented. you 
seeking a mandate from the people 
continuing your policies as an elected 
representative? 

I have no political ambitions. When 1 
‘say І enjoy the support of the people I 
have no illusions. 1 know I am not the 
elected representative of the people. But 
some of the measures which are now offi- 
cial policy couldn't have happened if we 
id not have support of the people. 

My eyes are fixed on having a peaceful 
transfer of power as well as seeing that at 
he end of the transfer of power there is 
tability in the country. I personally do not 
ave any political ambitions and for that 
‘reason I did not opt for a course of action 
[of seeking out a popular mandate for 
myself]. 


s there any possibility that after elections 

you and your colleagues might feel that a 

peaceful transfer of power requires your 

participation in the new set-up as civi- 
^» 


Ado not rule out that possibility. There 
are some very competent people in my 
overnment. I think they should continue 
as civilians or as technocrats as the situa- 
tion requires. As for myself I won't say 
anything. 1 am generally a bit modest 
about my own person. 


What foreign powers are interested in de- 
‘Stabilising your government and what 
vould they gain from it? 
In this respect, as you know, some have 
already been exposed and some are likely 
to be exposed in the near future. If you see 
“the map of this region, you will find that 
there is the influence of a particular super- 
power. There are also islands of resistance 
о this influence. Pakistan today stands 
out as a solid, stable island against that 
superpower. It is their desire to bring 
. Pakistan in line, twist its arm and force it 
о become part of their sphere of influ- 
ence. ; 
Pakistan is not willing to.accept [super- 
* power domination]. That.is why pressure 
is being applied against the present re- 
gime, which has a reputation of following 
an independent and principled policy with 
regard to foreign affairs, which has tried to 
solidify the country arid which has brought 
“in Islamic values. The other country in: 














pass the baton to the next runner. 


But realities must be exposed. "Their ut- 
terances with regard to the internal affairs 
of Pakistan and other countries like Sri 
Lanka show their intentions. They are not 
really reconciled to the existence of Pakis- 
tan. 





How strong do you think is the regionalist 
feeling in the various parts of Pakistan, or 
do yoit think it has no domestic founda- 
tion, only foreign origins? 

I have seen it from very close quarters. 
Thére was a time when people said 
Baluchistan is going to break away and 
that the first onslaught of communism in- 
spired by the Soviet Union and Afghanis- 
tan will be in Baluchistan. 1 found the 
Baluch as foyal as other Pakistanis, 
perhaps even more patriotic than others. 
Similarly, things have been said about the 
North West Frontier [Province] over the 
Pakhtoonistan issue. But the province has 
absorbed so many refugees from Af- 
ghanistan and is the backbone of our sta- 
bility. 

About Sindh also, I cannot believe that 
the province which accepted Islam first, 
and which took the initiative'in the Pakis- 
tan movement, can think of regional 
policies. Regionalism is propagated out of 
proportion by outside agencies with ul- 
terior motives. 


Do you think the climate exists for 
dialogue with politicians? How can people 
believe that elections will really be held? 

Our programme for elections is accept- 
able to all political parties, to the best of 
my knowledge, except the one party men- 
tioned by me earlier. All they seek are cer- 
tain clarifications [such as] the question of 
party and non-party basis for elections and 
the time schedule. Most politicians prefer 
à shorter period for elections, though 1 
think there are administrative difficulties 
in holding the elections too soon. But we 
can consider moving election dates. 
March 1985 is the deadline. It does not 
mean that all elections will be held only on 
that date and not before. The conditions 
of Pakistan are such that one wants serious 
consideration as to what atmosphere must 
be brought about at the time of elections, 
80 that [transfer of] power from military to 
the civil regime can be effected. 

When we say we want to hold elections 
in 1985, I think a vast majority of Pakis- 
tanis believe that we are sincere in our ob- 
jectives. 


What if the politicians do not reach a con- 
sensus about elections? Will that mean 
another postponement? 

No. I firmly believe that it is not up to 
one individual to have the permanent 
right of governing a country or trying to 
rectify the situation in the country. Гапа 
my colleagues have done our bit, and 
seven years is a long enough period. We 
are very proud of our achievements. We 
have carried it for one lap and now we will 









loyalties 
lead to 
violence 


Karachi: The recent disturbances in parts 
of Pakistan's southern Sindh province are 
the result óf an explosive mix-of feudal 
domination, religious loyalty and radical 
politics. The unrest began on August 14 
when the opposition Movement for Re- 
storation of Democracy (MRD) launched 
what was intended to be a peaceful cam- 
paign of civil disobedience against martial 
law. But the campaign has become in- 
creasingly violent. Armed mobs have bro- 
ken into jails ‘atid freed prisonérs; at- 
tacked government vehicles. and. official 
buildings; burned courts and police sta- 
tions, and ambushed security . forces., 
Sabotage and violence has also been re- 
ported against goods vehicles and trains 
passing through Sindh en route to Punjab 
from the port of Karachi. 

Punjabi settlers in the vince have 
also been harassed, and anti. -Punjabi 
rhetoric has featured in pon of the agita- 
tion. The original objectives of the move- 
ment have become blurred and it has be- 
come increasingly identified with Sindh's 
provincial interests. Although political 
violence in Sindh has claimed many lives 
— 45 according to official figures, more 
than 150 as claimed by the opposition — it 
has failed to provoke a significant reaction 
in other provinces. 

Most anti-government violence has 

been concentrated in rural Sindh, where 
the traditional leadership of waderas 
(landlords) and pirs (religious leaders) 
holds sway. Families of waderas and pirs 
own vast estates, sometimes running into 
thousands of acres of agricultural land, 
and command the loyalty of haris (peas- 
ants) through coercion, tradition and tri- 
bal-religious affiliation. They maintain 
private armies and command influence 
over civilian authorities in their respective 
areas. 
In politics, rural Sindh has almost al- 
ways been represented by feudal families. 
Among them, 13 families and their allies 
held 57 of the 87 national and provincial 
assembly seats in Sindh in the 1970 elec- 
tions. In the controversial general election 
of 1977, the feudal families’ share of the 
province's seats in the federal and provin- 
cial legislatures rosé to 100 of a total of 
143. In both elections, seats which did not 
go to the feudal lords represented urban 
centres where refugees from partition of 
India and settlers from other parts of 
Pakistan constituted a majority as op- 
posed to native Sindhis. 

Almost all major Sindhi feudal politi- 
cians: are. members of “the Pakistan 
Peoples Раку (РРР) of former: D 









How to get 
the information you need 


when you 

don't 
recise 

what 


information | 


you need. 


To get the right answers from a 
computer, you have to ask the right 
questions. But what are the right 
questions? 

Most Management Information 
Systems won't help very much. 
Because with most MIS's, you can't 
probe at random. The specifications for 
information — your questions — must 
be precisely defined, so that they can 
be programmed. No program, no data. 

Now meet the Sperry 
MAPPER™ System. 

MAPPER is a unique Decision 
Support and Development System 
designed for our Series 1100 
computers. 

MAPPER does what no MIS has 
ever done before. It makes the com- 
puter follow your natural thought pro- 
cess. It allows you to explore. Without 
rigid procedural barriers. 

Ask a question, get an answer. If 
that provokes another question, fine. 
Ask it. 

In this way you investigate options. 
Examine "what if" scenarios. Browse 







We understand how important it is to listen. 


at will among the vast information 


resources of the mainframe. Shape the 


data to your needs, as they evolve. 

All with astonishing facility. You 
work with simple English-language 
commands. And most of the time, you 
can implement requests with six key- 
strokes or less at your desktop 
terminal. 

Which means that you spend less 
time gathering information. And that, 
in turn, leaves you more time to work 
with it. More time to evaluate alter- 
natives, gain insights. More time to 
think. More time, ultimately, to be an 
effective manager. 

The fact is, MAPPER can increase 
managerial efficiency at all levels 
within your organisation. Each depart 
ment head, for example, can develop 


his own customized reports whenever 
the need arises. Without the help of 
a programmer. 

If all this sounds a bit too good to be 
true, we invite you to try our 
“MAPPER Challenge." Give us a cur- 
rent problem where lack of infor- 
mation is the major obstacle, and we'll 
give you the opportunity to solve it — 
hands-on, at a computer terminal, 
with MAPPER. 

For hands-on experience that could 
forever alter your professional effec- 
tiveness call our marketing office. In 
Singapore call 224 8333. In Hong Kong, 
5-749311. We're still listening. 


MAPPER’ 





Sperry Ltd., 
36, 


/F., Sun Hung Kai Centre, 


Wanchai, 
Hong Kong. 


Tix: 74516 UNIVA HX 


Sperry Pte. Ltd., 
7/F., The Octagon, 
105 Cecil 3, 
Singapore 0106 


Tlx: VACSIN RS20844 
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While on a | national level the PPP 
Support on the basis of a socialist pro- 
gramme, its power base in Sindh remained 
feudal. Bhutto gave Sindhi leaders special 
_ privileges and high offices. 

Bhutto also appealed to the ordinary 
Sindhi by projecting his own image as a 


' 


- — native son and cultivating Sindhi-language 
— chauvinism. In the years when the PPP 


was in power, Sindh witnessed continued 
-eohfrontation between the non-Sindhi 
^ urban population on the one hand and 
-. Sindhi landlords and regionalists on the 
other. In 1972 riots erupted when an at- 
tempt was made to replace Urdu, the na- 
_ tional language, with Sindhi as the pro- 
 vince's official language. 
The imposition of martial law and the 
execution of Bhutto were considered a 
blow to the privileged Sindhis and af- 
fected, in particular, the land-owining 


L— leadership. For the first time since inde- 


E 


D 
m. 
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pendence, the feudal lords of Sindh had 
no say in government and the loss came 
immediately after the peak of their power. 
Unlike feudal families in Punjab and 
North West Frontier Province, the Sindhis 
were not represented in the army or the 
^ bureaucracy, and they realised that poli- 
tics alone ensured their participation in 
government. 
Although some of the feudal leaders 
_ tried to do so, they could not compromise 


_ with the military regime without appear- 


ing to betray the memory of Bhutto, who 


_ — is now a folk hero among rural Sindhis. 
— Despite their differences and divisions, 


Bt 





none of the Sindhi politicians broke ranks 
with the PPP for fear that others might 
z loit loyalty to Bhutto to weaken their 
uence among their hereditary follow- 
- Although the MRD comprises eight 
litical parties, its sole moving force in 
indh is the PPP. The feudal leaders of the 
party are exercising their influence in the 
areas of their domination and at the same 
time consolidating their hold over their 
followers by venting their grievances. 


Rs to the feudal leaders, one 
young Sindhi activist commented: 
*For six years [since martial law was de- 
clared] they did nothing. Then they 
realised if we don't do something the 
people will be radicalised. They had to 
raise Bhutto's flag or it would have been 
raised anyway, and then the waderas 
would also have been a target." 

In the first few days of the campaign, 
demonstrations were held in small towns 
and rural areas. Rival waderas and pirs 
competed with each other in organising 
К gata and demonstrating both their 
loyalty to the party and their organising 
abilities. Arrests were offered in a Gan- 
dhian manner, as originally planned by 
the МКР”. But violence quickly erupted. 
It is believed that initially the PPP leader- 
ship had thought that this would be a na- 
tional campaign and that nationwide dem- 
onstrations would force the martial-law 
government to make concessions, When 
nothing serious happened in other pro- 
vinces or even in the big cities of Sindh, 









Sindh ungovernable. The worst violence 
has been in the districts of Nawabshah, 
Dadu and Khairpur and the Hala sub-divi- 
sion of the Hyderabad district. Nawab- 
shah is the domain of former Sindh chief 
minister Ghulam Mustafa Jatoi, who is 
perhaps the second most important leader 
in the PPP today after Bhutto’s daughter 
Benazir. 

Last year, Jatoi had agreed to head a 
civilian government of national unity 
without lifting martial law to prepare for 
transition to democracy. But he backed 
off after the Bhutto family failed to en- 
dorse the compromise. Now Jatoi is the 
head of the provincial PPP and champion 
of confrontation in Sindh. Khairpur is run 
by the followers of the pir of Ranipur, who 
is the descendant of a famous Muslim saint 
and whose disciples are under an oath of 
submission to their religious leader. Agi- 
tation in Hala is due to the pir of Hala, 
Makhdoom Zaman Talibul-Maula, who is 
vice-chairman of the PPP and the district's 
feudal-religious boss. Dadu, on the other 





Demonstration in Hala: an orchestrated effort. 


hand, is home of several Sindhi radical in- 
tellectuals and has always been the heart 
of provincial chauvinist dissent. 

Besides the PPP, two small leftist or- 
ganisations have taken part in violent 
clashes with authorities. The pro-Soviet 
Sindh Hari Committee and the Trotskyist 
Sindhi Awami Tehrik (People's Move- 
ment) have limited but well-organised 
groups of supporters in parts of Sindh, 
who have engaged in inciting peasants 
against landowners in the past. This time, 
however, they have put their weight be- 
hind the anti-government campaign. A 
Marxist intellectual in Karachi said in an 
interview: “The movement is not being 
led by the waderas. We are leading the 
movement. The military government is 
only an immediate target, but when the 
social forces are unleashed, the revolution 
will inevitably sweep away the feudal lead- 
ers claiming to be in the forefront of the 
present campaign. 

According to the Marxists, Sindh has 
cast the first stone because it is the most 
deprived of Pakistan’s four provinces. Sin- 
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have kept the economy buoyant in other 
parts of Pakistan. Ironically, much of rural 
Sindh's backwardness is attributable to 
the feudal system whose leaders are now 
claiming to be the vehicle of social change. 

While support for the restoration of 
democracy and the lifting of martial law as 
well as feelings of deprivation in some 
parts of Pakistan are widespread, the pre- 
sent agitation in Sindh is more contrived 
than spontaneous. In Hala, for example, 
the pir has declared Tuesday a weekly day 
of protest. The town's male population 
troops out behind local wardens on the ap- 
pointed day every week. PPP flags fly on 
rooftops and recordings of Bhutto's 
speeches are played in. shops and cafes. 
Confrontation with police and armed 
forces leads to unplanned clashes, but at- 
tacks on patrols and other symbols of au- 
thority are undoubtedly premeditated. 

The government is alarmed at the or- 
ganisation of the armed opposition as well 
as the wide sympathy gained by it in the 
international media. “The Western press 
thinks t for democracy is 
bound to be good," said a Sindhi govern- 
ment official who declined to be named. 
"They don't realise that those armed with 
Soviet weapons cannot be fighting for 
Western interests." Opposition sources 
maintain, however, that all weapons used 
by their supporters in Sindh, including 
Soviet-made ones, have been bought in 
open markets and that most even have li- 
cences issued to the local landowners. 

One of the first actions in the MRD 
campaign in Sindh was breaking into the 
prison in Dadu and the freeing of more 
than 100 prisoners. Jailbreaks and attacks 
on police lockups have led to the freeing of 
a total of 300 people during the past two 
months. Opposition sources concede that 
most of those freed are ordinary criminals, 
as political prisoners in the province are 
lodged in Karachi or Hyderabad and not 
in the small towns. In Dadu, the few politi- 
cal prisoners held in the prison refused to 
leave when the jail was broken into, giving 
freedom only to those held for criminal of- 
fences. 

Officials claim that the criminals freed 
in the jailbreaks are being used by the op- 
position in its violent activities. Sindh has 
a tradition of feudal lords employing pro- 
fessional bandits and hired guns to settle 
personal and family scores. The govern- 
ment says that the tradition is now being 
extended to the political front, though it 
does not explain why the rising rate of 
crime in the province was not checked or 
considered a cause for alarm prior to poli- 
tical disturbances. 

Although supporters of the military re- 
gime acknowledge that martial law is un- 
popular, they claim that the trouble in 
Sindh would not have started in the first 
place had President Zia-ul Haq been 
firmer in dealing with the PPP's Sindhi 
leaders. From this point of view, the gov- 
ernment is paying for having tolerated the 
status quo in Sindh and for failing to crack 
down on the feudal dissidents now chal- 
lenging its authority. — HUSAIN HAQQANI 
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Merlin Gerin, one 
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leading switchgear 
manufacturers, 
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complete 
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monitoring and 
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Merlin Gerin is 
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private housing 
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15 000 employees 
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electrical power. 
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There is only one 
Marco Polo 
Business Class. 
And now it’s on 


every flight. 


EEEE еге the merchant traveller is treated 


lik nce.'' 
ike a prince Marco Polo 
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eal Business Class. Not cosmetic economy 

class. And now it’s available on all 
Cathay Pacific 747 and Super TriStar flights 
worldwide. 

For this sort of comfort, Marco Polo had to 
wait until he reached his destination. But you, 
the merchant traveller of today, can now fly real 
Business Class more often to more cities in 
greater comfort than ever before. 

Comfort and convenience. It’s a combi- 
nation of which Marco Polo himself would have 
approved. 
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If you're planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an international bank that's at 
home in Germany. A bank that can not only 
help you with the complexities of the German 
market, its laws and regulations, but can also 
appreciate the implications for your interna- 
tional business. A bank that's large enough 
to offer you all the financial services you 
need, yetflexible enough to produce detailed 


solutions to specific national problems. 
We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
about 100,000 companies. We can offer you 
a profound knowledge of German business 
- and a bit more. 









Thailand's film-makers sink in 


а morass of money vs artistry 


By Ian Buruma 

Bangkok: Like Thailand’s capital city, 
the Thai cinema is sinking fast. Within the 
next three years, it is said, the film indus- 
try will be pushed out of business by TV 
and videotapes, which are fast becoming 
the main forms of mass entertainment. 
And the speed with which this process is 
taking place could cripple film-making in 
Thailand forever. 

This imminent demise of a national 
cinema does not seem to be the cause of 
much concern, least of all among the 
country’s intelligentsia. Many members of 
the urban middle-class profess indiffer- 
ence to the point of contempt for Thai 
films, which most have never even 
bothered to go and see. 

It may well be true that most Thai 
melodramas, starring the same tired idols 
and directed by company hacks, are not 
worth serious attention. But there is 
something there worth salvaging. Despite 
the prophecies of doom, it is still a large in- 
dustry. More than 100 films are made each 
year. There are some 800 cinemas in the 
country. 

About 80% of the audience lives in the 
provinces, or up-country as they say in 
Thailand. It is at their relatively unsophis- 
ticated taste that the three major produc- 
tion companies, Five Stars, Pyramid and 
Sahamonkol, aim their products. Even 
the more ambitious, so called new wave 
directors, such as Cherd Songsri, make 
their films partly with this audience in 
mind — “50% art and 50% commercial" is 
how Cherd describes his films. 

In tailoring their films for the masses 
Thai producers show as little imagination 
as most producers anywhere. Hollywood 
films are faithfully copied, old successes 
endlessly remade. 

Stars are vital to popular success. Un- 
fortunately in Thailand there are only 
about two or three. This means that the 
same people often have to work on at least 
three different films at the same time, 
rushing from set to set. Their schedules 
could not possibly permit them to record 
their voices in the studio, so the words 
cinema audiences hear are spoken by 
highly paid stand-ins. If one of the stars 
should die or quit, it is a major disaster. 

It seems odd, in this light, that until re- 
cently the male stars were required to per- 
form their own, often highly risky stunts. 
In 1970 a very popular actor, Mit 
Chaibancha, fell to. his death from a 
helicopter during an aerial shot. This 
event was followed by the announcement 
from a female star, Petchara, that too 
much exposure to bright lights had perma- 
nently blinded her. Both tragedies pre- 
cipitated a serious crisis. 
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The two major stars today are Sorapon 
Shatri and Jarunee Suksawit. Their latest 
vehicle, Sweet Matsi, is typical of the aver- 
age Thai entertainment film. Jarunee 
plays the rebellious daughter of a de- 
ceased foreign businessman, fighting to 
rescue her inheritance from the clutches of 
her evil stepfather. Sorapon plays the 
handsome lawyer searching for the 
heiress. Both have played these parts 
many times before and they go through 
the old routines with tired indifference. 

These factors — the sticking to for- 
mulas, the casting of exhausted stars — 
make sure that mediocrity in the industry 
reigns. What art there is emerges in the 
teeth of commerce. There are neverthe- 
less a few directors who somehow manage 


Cherd at work: a sea af troubles 





to rise above the confines of the industry 
and Thai cinema at its best can be surpris- 
ingly good. 


07 of these dedicated men is Cherd, 
whose film, The Scar, about a doomed 
love-affair, is one of the masterpieces of 
Thai cinema. It was privately produced 
and financed and grossed around Baht 400 
million (US$17.5 million), a box-office re- 
cord in Thailand. His latest film, Puen 
Paeng, starring Sorapon to attract the 
crowds, is a serious drama, beautifully 
shot in Cinemascope. It is a good film and 
the cinemas in Bangkok are packed. 
There are other directors who try to 
make more personal films, while still re- 
maining within the mainstream of the in- 
dustry. One of the most flamboyant fig- 
ures is Prince Chatri, known as the only 
Thai director who can shoot with syn- 
chronised sound (in other words, without 
having to dub:his films in the studio). He 
likes to focus his films seriously on such as- 
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pects of Thai life as poverty, prostitution 
and violent crime. -7:4 3 
His best known filin, The Citizen, hones 
estly portrays the hopeless fate of a young - 
taxi driver whose vehicle is stolen by a - 
gang of robbers. These robbers, like most - 
villains in Thai films, are clearly. of - 






Chinese origin. ET. 
The eminence grise of Thai cinema, _ 
Vichit Kunawut, is perhaps the most 
gifted of them all. His depiction of poor | 
peasant life in the barren northeastern re- - 
gion, entitled Son from the Northeast, is - 
arguably the best Thai film ever made. - 
Like тапу serious Thai directors, 
Kunawut (unusually for Thailand, he is _ 
known by his last name) started life as a 
writer and a journalist. 2 
Later, he joined Five Stars Produc- 
tions. Only he and one other director are 
allowed to make the films they want. But, | 
Kunawut told the REVIEW, he "would feel 
guilty about letting the company down by ` 
making commercially unsuccessful films. _ 
If the intellectuals can be satisfied by 60% — 
of the film and the masses by 40%, the ba 
lance is about right." Не 
does admit, however, - 
that satisfying both audi- 
ences is very difficult. 
This is a dilemma that 
Thai, and indeed 
Asian film-makers 
artistic aspirations, have 
to face: how to bridge 
the gap between ап edu- 
cated elite and the 
audience up-country. In- 
deed it is questionable: 
whether this is possib 
at all. By trying to ple 
everyone, it is casy to 
end up satisfying no 
Most producers, es] 
cially in Asia, are in 
business to make mo 
and not art. When b 
ness is booming, the in 
dustry can afford to. support а few 
maverick artists. TV and now video have 
changed all that. The artists of Asiam 
cinema, Japan's Akira Kurosawa being 
the most striking example, can mo 
longer make the films they want, at 
least within the framework of the old и 
dustry. 
The steady erosion of the commerce 
Thai cinema has been blamed on m 
things. Particularly after the death of 
and the blindness of Petchara, when b 
ness slowed down. foreign films were 
as a danger. After much lobbying, tl 
then prime minister, Tanin Kraivixien, 
1976 raised the import duties on foreign 
films from Baht 20 a meter to Baht 30, 
But this failed to stop the Thai industry - 
from deteriorating. Foreign films we 
never а major attraction to the up-counti 
mass audience. A far more serious th 
than foreign films is the proliferation 
video entertainment. 
As have other parts of Asia, Thailand 
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| country p ple 

access to a video record” 

which can be bought so cheaply in the 
market that the government was ob- 
























































t40% to about 7%. 

ideo cassettes can be bought for as lit- 
e as Baht 20 and pirated versions of 
eign and Thai films are circulated 
oughout the country. often before the 
IS get to the cinemas. The fragile 
па simply cannot keep pace with this 
elopment, yet refuses to adapt to it. 
MI the same, most Thai directors, even 
“artists,” stick with the companies and 
ke the best of a bad formula. One 
on for this is that the three major com- 
nies monopolise the distribution net- 


k. 


is.also difficult for independent film- 
ers to receive much critical attention, 
the simple reason that there are few 
ous critics. Criticism is a business too, 
h newspaper reviewers getting paid by 
ies to write favourable reviews. 
5 endemic to the industry, which, 
ny showbusiness ‘institutions in 
Sia, is never far from gangsterism. A re- 
ewer mixed up in a bribery scandal was 
tin the head not long ago, as was a top 
ducer who was embroiled in a financial 
te. 
It might, in short, be healthier for 
ryone if the major companies did go 
of business. Pempol Cheyaroon, a 
ng director at Five Stars, thinks that 
| the collapse of the companies can 
‘the Thai cinema. He is actively trying 
ersuade the government to set up ana- 
al film board. Kunawut, who has been 
ng to do this for many years, does not 
e that this will ever work. There is 
nough interest, he says. 
ght not be so desirable anyway for 
government to take financial control. 
Im-makers seem to have enough prob- 
ms with censorship as it is. Still, this is 
55 Of a problem than sponsorship. If the 
vernment will not support the cinema, 
en who will? TV or the video industry it- 
lf perhaps, as has happened in West 
many and Britain. This would mean 
aper films for smaller, more selective 
idiences. 
û Thailand, with only one major urban 
the question is whether the mid- 
class audience is large énough, or in- 
'anterested enough, to support this 
art-house cinema. Most Thai film- 
rs think not, The alternative is to fol- 
llywood’ sexample and make fewer 
s for more money; in other words, to 
ıt the small screen by making cinema 
ms look better. 
-This seems to be the course followed in 
hailand. Cherd’s Puen Paeng isthe most 
pensive he has ever made, costing al- 
most Baht 6 million. Other big: 
ilms are now in the making. Th 













heir success. 


d to drop taxes on electronics. from | 








f the Thai cinema depends larg y: on. 
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By Bunny Suraiya 
Calcutta: In a squalid, monsoon-sodden 
lane off Upper Chitpur Road in north Cal- 
cutta, mythology springs to life. God- 
desses and demons engage іп battle 
against a backdrop of slums and open 
drains. Rows of half-finished, headless 
deities bask in the occasional shaft of sun, 
and dark Kali, goddess of destruction, 
peers from the shadows, aghast. A mud 
lion soundlessly snarls at a passing stréet 
dog. 

Shankar Paul, 35, squats on the earthen 
floor of a shop smearing thick, greyish clay 
on to a straw and bamboo framework of a 
goddess in the making. He is an artisan, a 
khumbakar, who is emploved at the equi- 


valent of US$2 a day. He learned the work | 


when he was 12 from his father and soon 
he willstart teaching his two sons the fami- 
ly craft. Shankar and several hundred 
other artisans in the Kumartuli area of 
Calcutta are in the trade of making images 
of the deitiés for the many pujas, or religi- 
ous festivals, held in the district. 

The Bengali calendar is studded with a 
number of pujas: dedicated to Saraswati, 
goddess of learning, Lakshmi, goddess of 
wealth, Kali, and Vishvakarma, the pa- 
tron deity of artisansand workers. But the 
most important is Durga puja, celebrated 
this year for four days from October 13. 
Like the folk theatre for which Bengal is 
famous, Durga puja offers a package deal 
of colourful pageantry. 


Fe weeks beforehand, shops advertise 


special pre-puja sales and families | 


throng to buy the new clothesthat are con- 
sidered a must for the occasion. In tradi- 
tional homes the image of the goddess is de- 
corated by the womenfolk of the house 
who also design the colourful “alpana” pat- 
terns on the floor, intricate creations of 
rainbow powders. The young men of each 
locality vie with their neighbours in put- 
ting up the more impressive public show 
for the goddess and "puja subscription 
committees" are formed well in advance 
to collect contributions with which to buy 
and decorate a community image. 

During the festival, the 10-armed god- 
dess legendarily created from the flames 


"which issued from the mouths of the holy 


trinity of Brahma, Vishnu and Shiva, is 
worshipped in thousands of homes and 
elaborate outdoor marquees called рап- 
dals. Against a background of festive 
crowds, swirling incense, dazzling neon 
and the blare of amplified Hindi pop 
music, the imperious goddess is displayed. 

On the evening of the fourth day the 
images are borne in open trucks crowded 
with gong-beating, frenetically dancing 
young men to the river for immersion. The 
images will slide into the water to b 

by | 


ter, 








` dranath. 


vinity having to await co 
of 





cutta back- street 


and from which they will be resurrected 
again next year by the craftsmen of 
Kumartuli. 

The improbable birthplace of the gods 
is à plexus of narrow lanes dotted with 
about 200 shops and studios catering al- 
most exclusively to the growing demand 
for puja images. With his vast bulk and 
fierce moustache, Harendranath Paul, 68, 
seated on a wooden chair in his family 
shop ringed by deities and demons, looks 
almost as impressive as the images he 


*sells. He says his shop. which now em- 


ploys some seven or eight workmen, is al- 
most as old as Kumartuli itself, which 
dates back about 200 years. 

Most of the clay-workers of Kumartuli 
are Pauls from Krishnanagar, brought 
here as private artisans for zemindars, rich 
land owners, who settled them: in ‘this 
colony. Harendranath's forefathers сате 
to Calcutta down the Hooghly by country 
boat, at that time the easiest and’ safest 
means of travel. He himself recalls the 
days when the tramcars in the city were 
horse-drawn and aristocrats like Rajendra 
Mullick would commission craftsmen to 
come to their great mansions and-make 
their images there, 

Those days have gone, he says, lumber- 
ing to his feet. Now there are many more 


‘pandals, but the quality of the images has 


deteriorated. “Where we used to take 10 


| days making a protima [an image], wê can 


now only.take two. We could take more 
time, make it really artistically, but who 
would be able to afford it then?" 

A small domestic image; without or- 
namentation, today costs about RS: 200 


(US$20) and a large pandal image from 


about Rs 3,000 upwards; Kumartuli's esti- 
mated production is about 3,000 Durgas, 
Lakshmis, Kalis and other deities each 
year. Gods and goddesses are, appa- 
rently, not immune from changes in popu- 
lar taste. Some years ago, all the idols 
looked like film stars and there was a time 
when a number of Durgas bore a suspi- 
cious resemblance to Prime Minister In- 
dira Gandhi. But lately the traditional, 
classical-style images have begun to come 


back — though last year a "disco" Durga 


complete with hipster sari and tie-up 
blouse caused a minor sensation. ; 
Kumartuli images have been exported 
to Indian communities in Britain and the 
United States. But despite this prolifera- 
tion of gods and goddesses, Kumartuli 
today is not an entrepreneur's paradise. 
“We have unions now,” says Haren- 
"Can you believe that? The 
working hours are all written down and 
after 8 p.m. no one will work." He shakes 
his head, bemused at the thought of a di- 
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The China 
Official Annual 
Report 1982/83 


All the information 
on China you'll ever 
need! 

Now only US$60.00 


The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. 

Who needs it? | 

Completely indexed, the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 

at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
makes the COAR enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


| A) 0. Please send ........ copy(s) of | B) O Please send ........ copy(s) of 15.0 

| The China Official Annual | The Law Annual Report of Buy Sp sit ye ЫЗ E 
Report 1982/3 for which 1 China 1982/3 for which I С) O, Please send ........ set(s) of be 
enclose US$60.00 per copy. | enclose US$85.00 per copy. The China Official Annual | 
For surface mail delivery For surface mail delivery Report and Law Annual Rep 


add US$7.00, for airmail | 
delivery add US$17.50. 
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Law Annual 
Report of China 
— 1982/83 


A road map through 
the labyrinth of 

China's legal system. 
Now only US$85.00 


The continued redirection of China's priorities towar | 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a single har 
up-to-date volume. z 
What is it? "au 
The Law Annual Report is the most up-to-date, —— 
complete work of its kind. With its easy, readable form 
and clear indexing this 536-page volume literally places ж 
China's legal system at your fingertips. "1 
Who needs it? ә 
If you аге a lawyer, a business executive, financier, _ 
industrialist, or anyone currently doing or planning to € 
business with China then the Law Annual Report is a 
must for you. A small investment in this book toda: 
could save you money, time and wasted energy in the 
future. > 
Professors or students of China will find the Law Anm 
Report an endless source of information essential to th 
true understanding of the legal system of this enigm 
giant. 

How to get it 
Simply complete the coupon below today and send — 
together with your payment in the amount of US$85.0€ 
(or equivalent in your local currency) per copy to 
indicated address. 


of China 1982/83 for which 
enclose US$1 30.00 per set. 
For surface mail delivery _ 
add US$14.00, for airmail 
delivery add US$35.00. _ 
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: From now on, the financial 


ty will be borne by interest rates 
г than the exchange rate. That was 
m line of an announcement by 
ment on October 15 that, 
ith, the Hongkong dollar note 
Id be pegged to the US dollar ata 
f HK$7.80:US$1. At the same time, 
% interest tax on Hongkong dollar 
sits was abolished. 

‘Hongkong dollar will never, says 
overnment, 
0, but upward revaluation was a 
ility if inflows of money brought in- 
onary pressure. It was also possible 
the peg might be shifted from the US 
acurrency basket. The US dollar 
hosen because it was more readily 
stood than a basket concept. 

2 stockmarket responded well, with 
ig Seng Index rising 51 points in 
s; hopes for stability outweighing 
пагу consequences of high in- 
The peg may also remove one 
ation and suspicion affecting 
no-British talks, a new round of 
& being held on October 19. 
ad alleged the currency collapse 
ееп engineered for political pur- 


“move had been foreshadowed 
weeks earlier when the government, 
ding to a panic-stricken collapse of 
longkong dollar from around 7.80 to 
| a matter of days, indicated it was 
lering measures to re-establish a 
d direct link between, Hongkong 
and foreign currency. 

at has resulted: after much heated 
within the-government, and con- 
n with advisers from the Bank of 
‚ is a system which is deceptively 
le in its approach to the problem of a 
у facing chronic decline. It is large- 
ased on a proposal by economist John 
inwood. of GT Management. The 
exchange rate will apply only to 
aded among banks and between 
o note-issuing banks — the Hong- 
and Shanghai Banking Corp. and 
artered Bank — and the govern- 
operated Exchange Fund: The vast 
ctual currency transactions will 
the free market. 

ver, arbitrage should, in theory at 








How 


, ensure that there is no substantial | 


developing between the two rates. Ini- 
lly, free-market rates were around 7.95- 





induced by Hongkong’s political 


be permitted to fall | 
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| 
| 
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га discount of some 2% on the noter 





rate, but the gap subsequent! 
rrowed. Whether arbitrage will 
ll in practice as theory re 






















seen. Also, there are doubts about how 
well it would withstand a major crisis of 
political confidence resulting in massive 
capital outflow. But for the time being at 
least, it is likely to bring relative stability 
to the exchange rate and prevent the self- 
generating decline by which the lack of 
faith in the currency itself was feeding po- 
litical uncertainties. 

Faced with this situation, the govern- 


| ment had decided that the political conse- 


quences of not doing anything, of allowing 
the currency to continue to depreciate, 
would create a level of inflation which 
could cause social disorder and would en- 
able China to claim that the government 
was. either unwilling or unable to ensure 
Hongkong's stability and prosperity. 


E Н, high interest rates that will 


result from the new system, if there is a 
continuation of large capital outflow, will 
create a different danger: a very severe 
domestic credit squeeze which will send 
many more property developers to the 





Domestically oriented businesses 
generally will suffer and real wages will 
fall as tight money makes it impossible for 


wall. 


many companies to increase wages 
enough to compensate for price rises 
caused by recent falls in the value of the 
currency. The fixed rate is still 1096 below 
that at the end of May. Exporters should 
not suffer because the recent decline of 
the currency has made them very competi- 


tive, and faced with high Hongkong dollar | 
interest rates they would be in a position 


to switch to borrowing US dollars — in 
contrast to the recent past, when many 
have bec 











In general, the new system, assuming it 
takes hold, is unlikely to stop the increas- 
ing use of US cürrency in Hongkong. But 
there is no particular harm in that, pro- 
vided there is no sudden shift in deposits 
from one currency to another, and pro- 
vided that local businessmen are prepared 
to be borrowers of US dollars in the know- 
ledge that there is no significant exchange 
risk in so doing. A dual-currency economy 
per se is not regarded as undesirable. 

The éssential weakness of the system 
which has prevailed since the early 1970s 
was, at least according to monetarists, that 
the monetary base could be expanded at 
will, without reference to the external- 
payments position. The banks could issue 
notes as required, simply by crediting the 
Exchange Fund with Hongkong dollars. 
Multiplier factors soon translated this cash 
expansion into an expansion of deposits as 
well. 

The new system will work as follows: in 
respect of the existing note issue — 
HK$14.5 billion — the Exchange Fund 
will stand ready to redeem notes on de- 
mand by banks with US dollars, at 7.80. It 
is in a position to do this because the fund 
contains the government's fiscal surplus as 
well as the funds deposited as backing for 
the note issue. No figures are available on 
the size of the Exchange Fund's foreign- 
currency assets, but they are probably well 
above HK$20 billion. 

On the other hand, if the issuing banks 
wish to issue more local currency, they will 
have to deposit foreign currency with the 
Exchange Fund at the 7.80 rate. Thus, it is 
assumed, they will only willingly expand 
the note issue if there is an ample supply of 
US dollars reflecting an overall balance- 
of-payments surplus. The arbitrage theory 
is that if the free-market rate gets out. of 
line with the note rate, the banks them- 
selves will surrender — via the two note- 
issuing banks — notes to the Exchange 
Fund in return for US dollars which they 
will then Бе able to sell at a higher rate. 

Alternatively, members of the public, 
faced with atelegraphic transfer (TT) rate 
of, say, 8.20, would prefer to demand 
notes from their bank and sell the notes to 
the highest bank bidder — say, at.7.85. 
The buying bank in turn could then sell 
them to a note-issuing bank at 7.80. The 
supply of US dollars would be increased 
by the Exchange Fund, while the TT de- 
mand for US dollars would contract. Thus 
note-issue and TT rates would move back 
closer into line. 

‚ At the samê time, any shift from de- 
jand deposits into currency for exchange 
transaction purposes would contract 
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liquidity in the inter-bank market, push up 
interest rates and thus increase the attrac- 
tion of holding Hongkong dollars. Fur- 
thermore, should there be a shift from de- 
posits into cash holdings because of the 
fixed-note rate, the note-issuing banks 
would be forced to issue more notes and to 
do so would either have to borrow US dol- 
lars to supply to the Exchange Fund, or 
sell US dollar securities. The result would 
be that there would be an inflow of US 
dollars while Hongkong dollar liquidity 
would be squeezed. 

Furthermore, any such trend also would 
make banks wary of any expansion of their 
Hongkong dollar-denominated lending. 
Borrowers would be forced either to 
choose between borrowing US currency 
— generating capital inflow — or borrow- 
ing Hongkong dollars at very high rates. 
That, at any rate, is the theory. But it de- 
pends essentially for its success on the abi- 
lity of the tail (the note issue) to wag the 
dog (money supply). 

At the end of June, currency in circula- 
tion totalled HK$14.3 billion, Hongkong 
dollar demand deposits HK$27 billion and 
total Hongkong dollar money supply 
HK$145 billion. (Effective M3 money 
supply may be substantially larger owing 
to the existence of large amounts of Hong- 
kong dollar/US dollar swaps created to 
avoid the [now abolished] interest tax. 
Total Hongkong dollar lending of 












HK$191 billion may be a truer indicator of 
M3.) 

Given these magnitudes, the first ques- 
tion is whether, over time, the pegging of 
the note issue will automatically result in a 
direct linkage to expansion or contraction 
of money supply. In the short term, it may 
well do so, as demand for credit has been 
weakening rapidly and could fall further 
on account of recent rises in interest rates. 
The prime lending rate was raised to 16% 
in late September, and inter-bank rates, 
which had long been weak despite capital 
outflows, had firmed in expectation of 
support measures to stand at 23% for one 
week and 19% for three months. 

Note-issuing banks may anyway be ex- 
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ceedingly reluctant to expand credit 
knowing that if there is a run into cash they 
will have to supply US dollars. And banks 
and deposit-taking companies reliant on 
dee inter-bank market are already feeling 

neomfortable. However, in the longer 
term it must be doubted whether there is à 
direct link betweea currency and M3. In 
the past 15 years the ratio of currency to 
MG has fallen from around 25% to 10% as 
the banking system has grown more 
sophisticated, the ratio of M3 to gross 
domestic product has increased and bank- 
ing technology has changed. 


hus it is dubious whether cash alone is 

the key to controlling money supply, in 
which case reserve deposits or some other 
mechanism may be needed in the future. 
But for the time being at least, it is a lot 
better than nothing, acting directly on the 
exchange rates rather than indirectly on 
deposit money and interest rates, as well 
as having psychological benefits. But if the 
long-term trend is towards a reduced cash/ 
M3 ratio, for the new system to work 
smoothly requires a short-term stability in 
the ratio. 

However, experience suggests that in 
times of uncertainty, there is often a switch 
from deposits to cash, and this could be ex- 
acerbated by the backing accorded to cash. 

In 1967, for example, there was a big 
rush into cash. At that time few had 


Bremridge; Bank of China in Hongkong: high hopes and a call for stronger measures. 


doubts about the currency per se, but 
about the future of the territory and 
perhaps about the solvency of some of the 
banks. Cash was portable. The effect then 
was a sharp drop in demand deposits as 
people switched to cash. The banks re- 
sponded by contracting credit. The system 
worked surprisingly smoothly. But times 
have changed. Then, there was long- 
standing faith in the currency — now that 
has been badly eroded. Then, the foreign- 
currency holdings of the Exchange Fund 
were а much larger proportion of total 
money supply than today. Then, there was 
very little long-term borrowing or borrow- 
ing secured on fixed assets. Thus a con- 
traction in credit today would have a much 





















ET 
more serious impatt оп the economy thant F 
in 1967. kA 
In the end, the 7.80 rate will be able 
survive only if there is sufficient confi _ 
dence in the political future to convince _ 
the market that а 10% foreign-currency _ 
backing for the money supply is sufficient. 1 
The note-issuing banks and the Ex- _ 
change Fund both have further foreign- _ 
currency assets they could use to back the _ 
currency if needed. The Hongkong Bank 
holds most of its liquidity in foreign-cur- 
rency assets, but the extent to whi 
would be prepared to commit these ass 
is impossible to gauge. In the short 
there could well be some flow back in 
Hongkong dollars as short positions { 
covered, swaps unwound and export ea 
ings converted. Small savers who have 
shifted from Hongkong dollar to US do 
lar savings accounts but have not been ina - 
position to, or not wanted to, purchase as- 
sets overseas may have more confidence | 
in holding Hongkong dollars. К 
In the medium term, there is likely to be 
a continuing outflow of capital as investors ^ 
diversify in the face of 1997. This will be - 
partly compensated by a government rum 
down of Exchange Fund assets to meet its _ 
own fiscal deficit. But henceforth, interest — 
rates will have to bear the brunt of dis- 
equilibrium between supply of and de- - 








mand for foreign currency. d 
| Опе factor working against a rapid out- ~ 


flow of capital is the illiquidity of so many 
businesses and individuals. The property | 
market is virtually at а standstill As 
the total deposits base, an unquanti 
but unquestionably very substantial pa 
must be held by companies and indivi- 
duals who are net borrowers and whose | 
financial as well as fixed assets аге 
pledged. A 
The new situation — the other side of | 
the stable exchange-rate coin is more vol- 
atile interest rates — should soon bring 
about the abolition of the interest-rate 
cartel and the artificial fixing of deposi 
and prime rates. Indeed, it is difficult t 
see how the new system can te 
smoothly if all depositors are not to ha 









— there was widespread confusion to 
in ith — most banks seemed to wel- 
the move as at least a brave attempt 
isation, even though most of them 
ong been advocates of low interest 
‚ and the banks with large foreign- 
t positions have made large exchange 
ins from the decline in the Hongkong 


The Bank of China’s reaction was, how- 
- ever, lukewarm. Although welcoming the 
Move, it said stronger measures were 
| necessary and demanded “a check on 

gn-exchange > speculation." Such 
ments added to the general belief in 
cial circles that the Bank of China is 
ntly in the hands of politically moti- 
d party cadres who do not understand 
so-called speculation and free mar- 
are inseparable. Clearly Hongkong 
d not exist in its present form if these 
le had much to do with the running of 


Py resumably if post-1997 markets do not 
WM behave as politics require they will be 
ntrolled" and speculators accused of 
inomic sabotage. China's own currency 
grossly overvalued for political reasons 
— necessitating a dual exchange rate for 
trade. It is sustained only by the total 
асе of freedom of citizens to sell it. 
e abolition of interest tax was also 
y welcomed, though it seemed more 
а response to ill-informed comment than 
ny real belief by the government that it 
would do much for the currency. Not only 
will it result in a loss of some HK$600 mil- 
lion in revenue in a full year (and HK$250 
on this year) but will confront Finan- 
Secretary Sir John Bremridge with 
idable problems of reframing tax 
in such à way that this does not be- 
come an open door for tax avoidance. 
As recently as September, Bremridge 
he doubted that the interest tax had 
ontributed significantly to the currency's 
ne and indicated no final decision on 
| would be made until next year's budget. 
warned that abolition might necessi- 
te "draconian" measures to protect pro- 
5 tax. Hitherto all classes of income had 
n treated as more or less equal for tax 
purposes. Now interest will be tax free but 
business profits, salaries, and property in- 
‘come will be taxed at 15-16.5%. 
_ So there will now be an incentive for 
avoidance schemes, and a tax incen- 
in favour of leaving money in the bank 
ier than investing it in productive en- 
rise. Bremridge could well live to re- 
| this move. If a disincentive was 
ded to keep small depositors from 
witching to US dollar accounts he could 
mply have reimposed the tax on foreign- 
'ency deposits of, say, less than 
.-HK$500,000 — the minimum short-term 
DTC deposit — which would not have af- 
fected Hongkong's international financial 
but would reduce the incentive to get 
üt of Hongkong deposits. Big depositors 
ve always been able to avoid interest tax 
anyway, by depositing Hongkong dollars 
offshore. 
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Manila asks for a 90-day moratorium on all of its foreign 
debt as it weathers its worst-ever economic storm 


Se 
By Guy Sacerdoti ы 
Manila: In its worst financial crisis ever, 
the Philippine Government has been 
forced to ask its 350 creditors worldwide 
for a 90-day moratorium on principal re- 
payments for all outstanding foreign debt 
maturing between October 17 and 
January 16, 1984. This is the first step in 
the process of a debt rescheduling which, 
if approved by banks, could provide a 
needed breathing spell while putting to- 
gether a financial package to help cover 
the unprecedented balance-of-payments 
deficit — which would have reached as 
much as USS$2 billion had the Philippines 
not taken the rescheduling route. 

Although it remains unclear whether 
the banks would agree to put together a 
large bail-out loan to sidestep the need for 
а formal loan restructuring, they undoubt- 
edly will agree to the moratorium to 
avoid the possibility of a default. Telexes 
were sent out to all foreign creditors over 
the weekend of October 15 requesting a 
“standstill” on principal repayments for 90 
days, and responses were expected to start 
coming in during the following week. 

On October 12, Prime Minister (con- 
currently Finance Minister) Cesar Virata 
and Central Bank of the Philippines gov- 
ernor Jaime Laya rushed to New York for 
talks with 10 of the country’s leading cre- 
ditors (led by Manufacturers Hanover 
Trust and Bank of Tokyo) after short- 
term debt repayments two 
days before left Manila’s in- 
ternational reserves at 
US$600 million — a quarter 
of what they were on March 
31 and equivalent to only 
slightly more than опе 
month of imports. 

That “frightening situa- 
tion,” in the words of one 
















-stopping Makati protest; Marcos: a ‘frightening situation.” 
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foreign banker, was due to the continuing 
turbulent political climate following the 
August 21 assassination of former senator 
Benigno Aquino, which resulted in the 
normal 90-day short-term credits being re- 
duced to two-week, one-week and even 
24-hour call loans. With many creditors 
asking for full repayment of what are 
usually revolving credits, the central bank 
had to dig into its international reserves to 
fulfil its obligations. 

Simultaneously, a team from the Inter- 
national Monetary Fund was in Manila 
discussing ways of putting together a new 
standby credit of at least 315 million spe- 
cial drawing rights, or SDRs (US$334 mil- 
lion) — the amount may go up to SDRs 
615 million, depending on IMF borrowed 
resources — for the 15-month period 
up to the end of 1984, after the rapid 
capital outflow during the third quarter 
struck the death-knell for the 1983 
standby loan (REVIEW, Oct. 20). 

Virata had hoped that an early agree- 
ment with the IMF could renew some con- 
fidence among foreign bankers and thus 
avert the need for a moratorium. But 
events were moving just too fast. The 
banks were no longer giving Manila the 
benefit of the doubt on rollovers and il- 
legal capital flight (via the black market) 
continued unabated at an estimated rate 
of US$5 million a day. After the October 5 

- devaluation of 21.4%, the 
black market exchange rate 
stuck to the official 
P14:US$1 for just a few 
days, before gradually in- 
creasing to about P18 by 
October 16. 

The continued outflow 
brought inevitable rumours 
of a further devaluation, 
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with top bankers predicting an additional 
parity shift some time in the week of 
October 17. But a quick agreement among 
the banks to go along with the three- 
month moratorium could stave off an- 
other large drop in the peso, and Virata 
was staying in New York until at least that 
agreement was reached. 

The proposed moratorium, endorsed 
by the 10 banks on October 14 (aside from 
Manufacturers Hanover Trust and Bank 
of Tokyo, they included Bank of America, 
Bank of Montreal, Banque Nationale de 
Paris, Barclays Bank, Chase Manhattan 
Bank, Citibank and Morgan Guaranty), 
means that all principal repayments on 
both public- and private-sector loans fal- 
ling due 90 days following the date of 
agreement would be frozen for three 
months. Interest payments would con- 
tinue to be made on schedule, for public 
loans at either one percentage point above 
the United States prime rate or 1.125 per- 
centage points above the London inter- 
bank offered rate, unless the original loan 
held a higher spread. Private-sector loans 
would carry interest at rates negotiated 
between bank and borrower. In effect, the 
“standstill,” as the government calls its 
move, would comprise an automatic 90- 
day rollover on all liabilities to be repaid 
up to January 16, 1984. 


hile this should maintain the interna- 
tional reserve position at about 
US$700 million for the rest of the fourth 
quarter, it also saves an additional capital 
outflow estimated at about US$600 million 
which otherwise would have been lost dur- 
ing the period. Without the debt freeze, in- 
ternational reserves would have been vir- 
tually wiped out. With the current account 
expected to remain in deficit — though 
estimates for the first nine months of 1983 
show an improvement of about US$500 
million over the US$2.4 billion deficit re- 
gistered in the same period last year — the 
overall balance-of-payments deficit would 
easily have topped US$2 billion, well 
above last year's record deficit of US$1.14 
billion and more than three times the ori- 
ginal target for 1983 of US$598 million. 
With the moratorium, it should be pos- 
sible to keep the balance-of-payments de- 
ficit in the range of US$1.4-1.6 billion. 
Asked why the standstill request was 
made, Laya said bluntly: "We can no 
longer finance the balance-of-payments 
deficit, it is as simple as that." That is also 
why it is critical that the new IMF standby 
for 1983-84 be approved before the end of 


November, as the new programme will in- | 


clude the SDRs 215 million held up by the 
failure of the original 1983 standby. 

Still, the Philippines would only be just 
beginning to fight its way out of the 


woods. While banks generally would | 
rather lend new higher-interest loans than | 


restructure — thus losing money — it will 
be tough indeed to take both the economic 
and political measures necessary to revive 
enough confidence for the banks to con- 
tinue lending, particularly given that 
many already have reached their normal 
country limits for the Philippines. 

In a cabled report to President Fer- 
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Asia's biggest aviation event will feature over 400 
world leaders in the aerospace ir.dustry. 


On show will be the latest developments and 
technology in aircraft, civil and military; defence 
systems; aircraft components and equipment; engines, 
overhaul services and hundreds of related products 


Covering an area more than 300,000 square feet at 
the Singapore Changi Airport, the event has attracted 
seven national groups from Britain, Canada, France, 
West Germany, Israel, Sweden and USA. Besides 
exhibitors from 10 other countries 


In conjunction with the exhibition, the Financial Times 
of London will be organising an international 
conference focusing on current developments in the 
world aviation scene 


Don't miss this opportunity to attend the region's 
premier aerospace event — if you are involved in 
civil or military aspects of the industry. Send for 
details now 
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Headquarters Hotel: The Marco Polo, Singapore. 
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incipal repay- 


ments. Virata said credit moderation 


uld. be used to си imports (primarily 

ugh increasing bank-reserve require- 
ints from 20% to 23%), the budget de- 
would be further reduced and public 
Janies or publicly controlled com- 
nies would receive less government sub- 
ies. In addition, private firms would no 
er be able to obtain government 
arantees for their. loans, and projects, 
th public and private, utilising foreign 
nanced imports would be post- 
ined (REVIEW, Oct. 20). 















2 billion as at September 30, in- 
ing a total of US$9.5 billion in short- 

































: Despite initial signs of a slow re- 
during the latter part of fiscal 
which ended on June 30, the na- 
aL economy is still going through a re- 
nary period. Gross domestic pro- 
ew by only 0.9% in fiscal 1982 and a 
dest 3.8% in fiscal 1983. Thatthe econ- 
grew atall was made possible, in part, 
е measures taken by the government 
fiscal 1983 budget to trim expendi- 
nd mobilise resources by reducing 
idies on foodgrains, fertilisers and 
m products, but it is mostly due to 
o growth in the agriculture sector 
remittances from abroad. 

e average GDP growth of 2.35% 
eved during fiscal 1982 and 1983 was 
t by the more than 2.4% annual 
ation growth, further reducing the 
"9 already low level of purchasing 
er. This perhaps explains why the ex- 
ted demand in the industrial sector 
d to increase and imports did not pick 


Ithough the International Monetary 
п its latest survey displayed a rather 
timistic outlook saying that 
ingladesh is now ready to resume the 
velopment process" — a senior govern- 
nt economist told the REVIEW: “The 
onomy appears still out of gear and is 
t ta return to the anticipated growth pat- 
n. This is unlikely to be a good year 
her." 

However, one redeeming feature in this 
rwise gloomy situation is that the pri- 
ctor, which is being encouraged by 
verrment to play an increasingly im- 
t role in the nation's economy, is 
owing some signs of becoming active. 
ing the first quarter of fiscal 1984 (or 
ly-September 1983), bank credit in the 
vate sector increased to Taka 31.93 bil- 
(US$1.3 billion) from Taka 30.93 bil- 
ion at the end of the previous quarter. 
blic-sector borrowing from banks, on 





said that the overall foreign debt was | 


ed 
estimates ommercial-bank liabilities. 
(US$5 billion) and the central bank's short- 


5 
term obligations (US$1.7 billion). | 
B: while most bankers accept that the | 

economic measures to be taken will | 
| 
| 
| 
i 
| 






provide the desired effects on the current 
account — it is expected to continue to 
show improvement in the fourth quarter 
— it is the political policies necessary to | 
revive confidence and credibility in the 
Philippines which have become for many 
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| $ í 
say that with the rescheduling of ptincipal 








epayments the moratorium calls for, a 


‘full restructuring (turning short-term debt 
into five- or 10-year loans) would not be 


necessary if a new, say US$500 million, 
syndicated bail-out facility was 
negotiated. 

But that may be impossible unless Mar- 


| cos sets his political house in order. 


Should the moratorium be accepted, the 
political issues will be firmly in the minds , 
of bankers in their discussions with Virata ` 
and Laya. And the need for further re- 
scheduling, which Virata says is a distinct 
possibility, remains one of the options to 
be discussed during the next three-month 
grace period for the Philippines. a 








the other hand, fell during the period — 
from Taka 22.73 billion at June 30 to Taka 
22.33 billion as at September 30. 

Meanwhile, bank. deposits (both de- 
mand and time) rose by Taka 1.5 billion to 
Taka 51 billion during the same quarter. 
Apparently, in the midst of economic un- 
certainty and lack of proper investment 
opportunities, investors took advantage 
of relatively high interest rates for term 
deposits. At 15% interest which is com- 
pounded annually, any deposit doubles in | 
five years. 

According to a senior government offi- 
cial, the Bangladesh economy basically 
stands on three legs — its foreign-aid 
donors, the government and the weather. 
He said: "Neither the weather nor the aid 
climate is good while the government, 
after taking bold decisions for proper 
economic management based on objec- 
tive reality, is lacking a total approach." 
The government has no integrated ap- 
proach based on objective studies, he 
said, adding that the result is the present 
tendency of the economy to drift, 




























BALANCE-OF-PAYMENTS 
PROJECTIONS 
(Taka billion, | 
1979-80 prices) 


arts 
gos (cif) 











Services 3.8 5, 

Exports 15.1 21.45 
wods (fob) 11.18 16.98 

Services 3.92 4.47 
Balance of trade 0544 | —21.65 
Terms-of-trade adjustment — =6.82 
Netremittances trom 

abroad 4.07 9.16 
Current account —21.37. | 419.31 
Debt payments (minus 

IME * ~ 1.08 ~18 
Required change in 

reserves 1.83 
Foreign-exchange gap 58 














Source: Planning Commission. 


о the state of the economy will emerge 


Another official involved in the plan- 
ning process thinks the country now needs 
a lot of investment to generate demand 
within the bounds of resource constraints. 
Additional investment will generate addi- 
tional income and, therefore, demand and 
the recovery cycle could get started. 

The IMF survey has suggested similar 
action. It said: “In view of the structural 
weakness of the economy, successful im- 
plementation of the government's deve- 
lopment programme needs tó be sup- 
ported by continued, substantial levels of 
external aid on concessional terms.” 

Paradoxically, Bangladesh is not, at 
least for the time being, suffering from re- 
source constraints, but it is unable to 
utilise available resources for lack of 
necessary demand. During the first two 
months of the current fiscal year, letters 
of credit for the import of goods worth 
Taka 3.8 billion were opened, compared 
to Taka 4.7 billion during the same period 
the previous year. In addition, increased 
remittances from Bangladeshis abroad 
have boosted the country's foreign-ex- 
change reserves to an unusually high level 
(for Bangladesh) of US$400 million. This 
seems to have fuelled inflation which is 
now running at an annual rate of 1296 
compared to last year's 1095 

However, despite these negative 
trends, it is still too early to predict how 
the economy will ultimately fare during 
the current fiscal year. Measures adopted 
in the new budget, announced on June 30, 
to gear up development as. well as invest- 
ment (both in the public and private sec- 
tors, but with greater emphasis on the 
emerging private sector) and follow-up 
decisions, taken as corrective steps, are 
yet to be implemented. 

The procedural simplification that has 
been brouglit about for the first time to 
speed up the decision-making process and 
implementation of development projects 
is yet to be-fully understood. It is now ex- 
pected that by December a clearer picture 
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The bank that's helping Italy's 
liquid assets grow 





Vineyards overlooking the Cantina Sociale di Santa Maria della Versa. The Cantina is a Cariplo customer. 


Italy may not seem likely to be a major through our correspondent network we are 
exporter of agricultural products. But take wine represented in all the world’s major financial 
into account, and the picture changes. centres. 

In 1982 Italy exported over 2000 million Our experience over many years with 
litres of it, much made by producers like the customers like the Cantina has proved invaluable 
Cantina Sociale di Santa Maria della Versa. in building up the expertise and resources we need 

Like our customer, the Cantina, Cariplois to operate effectively in international markets. 
also expanding its activities abroad. Now we are well placed to help your 


Last year we opened a full service branch in international business grow too. London branch: 
London. A second will follow shortly in New York. 6 Bishopsgate, London EC2N 4AE. Telephone: 


In Brussels, Frankfurt, 01-283 3166. Telex: 
Hong Kong and Paris 887641. Head Office: 
we have represent- Via Monte di Pieta 8, 


ative offices, and CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 20121 Milan. 


Encouraging enterprise internationally 
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First Class? 
No, Economy. 


It’s simple. Book yourself on SAS 
First Business Class. 

We seat you in a spacious, restful 
cabin instead of behind a curtain. 

You can relax in a next-to-First 
Class chair instead of a Tourist Class 
seat. 

In our 747s, there are only 8 seats 
abreast. In our DC-10s, just 7. 

You get 38 inches of legroom in- 
stead of 34. 

You dine on china instead of plastic. 

You drink from a real glass instead 
of a plastic cup. 

You're provided with electronic 
headphones instead of those old 
accoustic ones. 

You get everything except a sur- 
charge. The fare is normal economy. 
Period. 

According to an article in FORTUNI 
Magazine: “Surely the best business 
class service is provided by Scandina 
vian Airlines? 

Try us the next time you fly to 
Europe. We offer you four weekly 
connections from Tokyo and three 
non-stops from Singapore/Bangkok. 
And friendly Copenhagen Airport 
gives you excellent connections to all 
of Europe. 





eservations: Contact your tre 
unsula Group, Hon 


DOT OLO HONG 


Within the captivating swirl To stand in the 


Lobby of The 


of Ho ng Kongs Marco Polo hotel 


largest shopping centre. isto place yourself 
The Marco Polo Hong Kong, Within the very 


centre of the largest 
shopping and commercial complex in Asia 
— Harbour City. 

The Marco Polo Hong Kong is 
managed by The Peninsula Group. With a 
hundred year heritage of 
dedicated service to business modo 
and pleasure travellers in the 
Orient, we know how to make 
your trip live up to all your 
expectations. 


Qe) те Peninsula Group 
Fidfilling the promise of the Orient 


vel agent, Cathay Pacific Airways, SRS (Steigenberger) 


z Tel: 3-7225771 Tix: 34064 PENGP HX 
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The 
Giant Panda 
needs your help 
to survive 


QNCE every eighty to a hundred vears the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

А team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula 

lotel (1985) In Harbour City, Hong Kong: The Hongkong Hotel, The М 

lotel (carly 1984) In Singapore: The Marco Polo In The Philippines: The | enin 
n Thailand: The Bangkok Peninsula In The People's Republic of China: The Jianguc 
3 ne 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review, 
Advertisement prepared as a public service by Ogilvy & Mather. 
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ANOTHER 
DIGITAL INNOVATION. 














Until now there were only two ways people could learn to use a personal 
computer. Struggle through a manual. Or somehow push buttons 
until you get the hang of it. The first way could take several months. 
The second, several years. 


So Digital Equipment Corporation, the company 
that pioneered so much of today's computer technology, 
perfected a third way. It's called Computer-Based 
Instruction: the personal computer, itself, teaches you. Sido pdt dE dM CMM MAE o 
The programme is so quick and easy. And when you're finished, 
you know how to operate Digital's personal computer. 


We didn't stop there, though. We 
designed a keyboard that makes 
sense the first time you use it. 

We also put in a “Help” 
key with all kinds of aids and "лили Да 
- x fs нн prompts to guide you along as you work. Contact us 
Et QA r 


EEN E Î now for Digital's brand of ali loli tall 
RAINBOW 100 The low-cost, high-performance machine. Бя human understanding. 










Digital professional help FAR EAST HEADQUARTERS: AUTHORISED DEALER 

* il bl * h h Н Digital Equipment Hong Kong Limited Teltec Electronic Systems Ltd — Hong Kong Tel: 3-7232322 

is available rig t here:- Sth — 7th Floor, Intercontinental Plaza Digicom Systems Córp Taipei, Taiwan Tel: 7214724 
94 Granville Road, ‚ " 
Lesson P RR DIGITAL AUTHORISED DISTRIBUTORS 
Hong Kong Tel: 37315211 Р.Т. Astra Graphia — Jakarta, Indonesia Tel: 358634 

Y т China Computer Corporation — Taipei, Taiwan Tel: 7310155 

DIGITAL FAR EAST OFFICES Oricom Inc. — Seoul, Korea Tel: 7638151-9 e 
Digital Equipment Hong Kong Ltd — PRC Tel: 37315211 Bangkok Data Center Co. Ltd o 
Digital Equipment Singapore Pte Ltd — Singapore Tel: 7339266 Bangkok, Thailand Tel: 2828615-7 Ж 


“All сап give a man who has everything 
is more of the same”. 
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BUDGETS 


Seoul's winter chill 


South Korea confirms its intention to freeze government 
spending in a fresh effort to maintain stable prices 


By Reginald Child 

Seoul: Although South Korea's economic 
policies are meant to be increasingly 
monetarist, government expenditure has 
— almost in a Keynesian sense — con- 
tinued to provide an important fiscal 
stimulus to the economy. Increases in 
budget expenditure of 21.9% in 1981 and 
19.1% in 1982 were important factors in 
helping South Korea ride out the interna- 
tional recession and recover from the un- 
precedented fall in gross national product 
in 1980. 

Expansion of government investment 
was largely behind the 5.3% real 
economic growth rate registered last year, 
with exports nearly stagnant. And even 
this year's budgeted 9.8% rise in spend- 
ing, one of the lowest ever, is significant in 
real terms. Inflation, as measured by the 
consumer price index, has dropped from 
an average 28.7% in 1980 to 7.3% in 1982, 
and currently is running at around just 
296. 

This position is likely to alter substan- 
tially next year, as the cabinet approved in 
September details of a draft budget for fis- 
cal (and calendar) 1984, which confirms 
the earlier announced plan to freeze gov- 
ernment expenditure at 1983 budget level. 
The details, which cover the general ac- 
count, by far the biggest component of the 
consolidated government fiscal position, 
have yet to go before the National Assem- 
bly but they are unlikely to be substan- 
tially revised. 

The freeze in spending reflects the gov- 
ernment's aim of ensuring continued price 
stability by holding down increases in such 
key economic variables as tax rates, the 
money supply and interest rates and to 


provide consistency in the rates set for | 
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each. It also comes at a time when the gov- 
ernment is pursuing policies to liberalise 
and open up the economy, reducing its 
own direct role. A desire, too, to hold 
down expansion in the growth of the coun- 
try's external debt is prompting the gov- 
ernment to cut back on initiating projects 
that may require external financing. 
Room to act in this way is currently being 
provided by strong expansion in domestic 
demand — even to the extent that some 
fear an overheating — and signs of а 
stronger pick-up in commodity exports. 
Of total expenditure of Won 10.4 tril- 
lion (US$13.16 billion), 67.8% is ac- 
counted for by what are regarded as “in- 
elastic" items, such as outlays for national 
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Harvesting: incomes guaranteed. 











ium; on public housing: major support to continue. 


defence, education and personnel. De- 
fence spending, at Won 3.45 trillion, rises 
0.9% from 1983, comprising 33.1% of the 
budget, or around 6% of projected GNP. 
Education expenditure takes up 21.9% of 
the total. Government officials will get no 
increase in salaries in 1984 and, in general, 
there will be no increase in the number of 
public servants. Salary trends in the civil 
service are generally taken as a signal for 
the private sector. 

As a result of a 2.4% rise in “inelastic” 
spending from the 1983 budget levels, 
there is a planned Won 165.3 billion cut in 
"elastic" expenditures. Outlays for 
economic development, which account 
for 16.5% of the budget, are 5.1% down 
while social-development spending rises 
only 6%. There are also cuts in support for 
local governments, general administra- 
tion and the reserve fund. Loan repay- 
ments next year will be lower also. 


he Economic Planning Board (EPB), 

which drew up the budget details, em- 
phasises that despite the squeeze the goy- 
ernment will expand financing in those 
economic and social areas which have а 
high spill-over effect on the national econ- 
omy. These include such key areas as 
expansion of the transport network, 
technological and land development, 
manpower training, expansion of welfare 
facilities, water-resources development 
and support for agriculture and fisheries. 

Although details were not given, the 
EPB indicated that the government would 
postpone non-urgent projects. But those 
which will still receive major support in- 
clude: the expansion of Kimpo Airport; 
construction of the liquefied natural gas 
terminal at Pyongtaek; the Kwangyang 
industrial complex; Seoul subways 3 and 
4 and Pusan subway 1; Kwangju and 
Chonju area-development works; the 
1988 Olympics expressway; multi-purpose 
dams, and government housing — with 
110,000 units scheduled, partly financed 
with funds from housing bonds. 

Spending on new projects for 1984 
amounts to Won 82.3 billion. Reflecting a 
switch in emphasis within economic po- 
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mall апа ‘medium-sized industries" pro: 
motion will rise to Won 25 billion, 
Government revenues for 1984 are pro- 
d to rise 5.3% to Won 10.97 trillion, ` 
ely the result of the impact of: 
nomic growth and improved tax ad- 
istration, rather than from any 
shanges in tax rates. Revenues from tariffs 
€ planned to increase 30.4% with the as- 
mption of an import level of US$28.8 
lion, compared with an actual figure of | 
§$24.3 billion for 1982. The per capita 
X level for 1984 is put at Won 293,000, 
S spared with an afiticipated Won 
1.000 this year. But because of antici- 
d economic growth, the tax-burden 
)— total tax payments as a percentage 
NP — is expected to edge down mar- 
ally to 20.6%. 

Significantly, the increase in revenues is 
ticipated even with the government 
nning no allocation in the general 
dget for income from issues of national 
nds next year. The 1983 final budget al- 
ed for Won 346.7 billion from national 
nd issues. Improved tax receipts this 
ar, which in the first nine months stood 
up on the comparable period of 
82, have enabled the government to cut 
ck the overall total for planned issues of _ 
nal bonds this year, including those 
ver other accounts, by Won 316.7 bil- 
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lion from an original forecast of Won 1.1 
trillion 















overnment - has. recently an- 
nounced that, for the first time, it is to 
offer repayment before maturity of cer- 
tain bonds, а move made possible, accord- 
ing to a Bank of X orea (central bank) re- 























he projected surplus of Won 550 bil- 
lion inthe 1984 budget is the first plan- 
ned in South Korea’s history. It will be 
channelled into other accounts — Won 300 
billion for the grain- management fund, 
used to operate a dual-price system to 
guarantee farmers’ incomes; Won 60 bil- 
lion to the fertiliser account, and Won 190 
billion to thé fund- -management special 
account, to fill a shortfall arising from a re- 
duction in planned levels of foreign loans. 
The stress in the budget plans is on 
maintaining price stability, curbing an in- 
crease in foreign debt and.minimising de- 
ficits in the. consolidated fiscal situation, 
which also comprises 17 special accounts 
and 24 government-controlled funds. 
While the inflation rate has already fallen | 
substantially, 1 in the pipeline are increases 
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The Far Eastern Economic Review is, 
| now publishing a quarterly index which 
“details by country and date everything ` 
that has appeared in the Review. The . 
ndex is available on a quarterly basis. 
Subscribe now and-each quarterly index 
willbe sent to.you automatically as soon 
. as it becomes available. A vital research 
-tool, the Review index will save hours of | 
needless | searching for information. 
ORDER YOURS. TODAY! Only 
 HK$175 (US$25) for4 quarterly issues. 
ust complete the coupon below and 
“send with your payment: 


















tuition fees for middle- and high-school 
students. 













world’s fourth-largest debtor nation, with 
total disbursed external debt outstanding 
of US$38 billion in June this year, equiva- 
lent to more than half of GNP. However, 
with a debt-service ratio of 14-15% for 
medium- and long-term debt,. there has 
generally been no doubt about the coun- 
try’s creditworthiness. Nor have there 
been problems in obtaining new borrow- 
ings. Still, given present constraints on in- 
ternational lending, South Korea has had 
to accept some deterioration in its borrow- 
ingterms. 

- As a result of the spending squeeze, 
: Which willextend to subsidies for other ac- 
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-dated fiscal defici 
GNP to 0. 6% 





in certain public-utility charges, such, às | 
tailway fares and piped-water rates and 1. 


South Korea currently ranks as the |: 


counts, the EPB estimates the consol’. 




























the need to extend financial support to 


Korea, 

lower growth 

money supply to rein- 
force price stability. [n 
past years, government 
Е from the cen- 
tral bank has fuelled in- 
flationary pressures. 
Bank of Korea loans out- 
standing to the central 
government, as of June, 
amounted to Won 1.93 
trillion. 

Economic projections 
behind the budget plans 
are for a rise of just 1% 
in the GNP deflator (a 
broad measure of infla- 
tion). next year and for a 
real economic growth 
‘rate of 7.5%. However, 
doubts have been expressed over whether 
such growth can be achieved. The spend- 
ing freeze, even if moderated by directing 
funds to projects with a supposedly high 
spill-over effect, will nevertheless remove 
an important fiscal stimulus; This is in con- 
junction with a further planned reduction 
in the money supply.. The guidelines for 
holding down wages and for some increase 
in taxation, education.fees and public-util- 
ity charges, will also act to reduce growth 
in consumer spending. 

These doubts may seem unjustifi ied in 
the light of this year’s performance’ to 
date. First-half GNP was 9.6% up on the 
comparable period of 1982, though the 
government brought forward project ex- 
penditure into the first half. Much of the 
current strong economic activity also re- 
flects a somewhat lopsided boom in the 
construction sector, which is in danger of 
overheating. ‘Still, industrial ‘production 
has béen running about 14% up on 1982. 

Merchandise-export growth was slow in 
the earlier part of the year, but has picked 
up strongly, though showing fluctuations. 
The value of merchandise exports, inthe’ 
period to early October, was 8:7% higher 
| than the corresponding period last year. 
This is being partly offset by à decline in 
exports of services, particularly in over- 
seas-construction earnings; For instance, 
real growth in total exports for the first 
half was 4.6% whilethe Tise in the: expen 
of goods was 7/4967. . 

Next year's, projected growth rate 
would seem to rély'on ће upward momen- 
tum in commodity. exports being. strongly 
maintained, though there still are uncer- 
tainties over how ‘widespread апа : süs- 
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‘tained the recovery in the industrialised 


world will prove. A stronger world upturn 
could: affect South Korea's s'inflationary 
projections: through . import-cost pres- 
sures. Neither is it certain that, even with 


‘the room provided-by the budget, the'ex- 


tent of money-supply reduction will.be as 


T planned. This yeat’s target to reduce an- 


nual growth in money supply (N12) to 15% 
or below by year-end is now threatened by 


construction companies айа to absorb the 
impact of the latest 
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Who transacted hundreds of millions of 
dollars of currency and interest rate swaps? 
Who transacted hundreds of millions 
of dollars of foreign currency options? 
billions of dollars 
of customers’ foreign exchange . 
orders after their 

local markets had closed? 
Who managed the multi-currency debt of 
a number of corporations and reduced 
their financing costs by hundreds of 
thousands of dollars? 

Who forecast all three devaluations of 

the Scandinavian currencies, the maxi- 
devaluation of the Brazilian Cruzeiro, 

the EMS realignment, and many other 
major market moves and gave customers 


worldwide the right advice at the right time? 


Who advised corporations throughout the 

world on how to improve their information 
ns and policies for minimizing 
interest rate risk? _ 











) 24 Who provided full managem 
training sessions for its customer 
Ф) inthe U.S., Europe, and Far Ea 
Who was the only company 
J t provide all of these services fro 
WM the same experienced and 
versatile groups of consultants? 
Internationallreasury 
Management, Ltd. Sharp-sighted, | 
swiftly responsive, and uniquely equipped. | 
Currency Swaps. Interest Rate Swaps. Forei 
Currency Options. EX. Trading. Financial Fu 
Forecasts. Advice. Studies. Software. Train 
New York, (212) 440-5690 
London, (01) 638-9411 
Singapore, 224-0333 — 
Hong Kong, (5) 267-2290 . 
International 
Treasury Management, Ltd 







Ї 
п Kalpakkam when she opened the 
таз Atomic Power Station (MAPS), is 
ke “deserts bloom.” That certainly 
ded nice. Who could be against de- 
blooming? But the question is: will 
uclear programme do it? I think not. 
record of India’s nuclear program- 
not good — it is a costly mistake. 
ny false promises have been made and 
se hopes raised, all in the name of 
vering economic development. The 
nology is of dubious economic merit 
15 outright dangerous. The organisa- 
structure of India’s nuclear 
сгасу raises serious issues about 
ocratic values. The time has come to 
hase the programme out. 
n the 1950s, India's nuclear planners 
w'up a three-stage plan for nuclear- 
т development. Stage one was to 
of operating power plants using 
uranium and also producing 
tonium. In stage two, the plutonium 
d be used in fast-breeder reactors 
would yield more plutonium and 
um (U233) from thorium, of which 
jas an abundance. In the third and 
stage, India would use U233 to sustain 
rs. which would convert thorium 
o 0233, thereby achieving self-reliance. 
has essentially completed the first 
€ and is poised for a major expansion 
€. second stage. MAPS signals the 
ng of stage two. Two more power 
“are under construction in Uttar 
desh to be called the Narora Atomic 
er Station (NAPS). Plans hàve been 










































€ of Gujarat on the banks of the Tapti 
ver and in many other, as yet undis- 


^nuclear power plants in operation, 
ucing 15 gigawatts of power by the 
of the century. More plants producing: 
оге power are projected for the next 
tury. 
Before leaping into stage two, it is ;pru- 
ent to look at the existing record and ac- 
mulated experience to see whether such 
| ambitious programme can be sus- 
ined. That record suggests that the pro- 
gramme to date has failed to live up to ex- 
ations and is likely to founder in its 
xt stage as well. Stage three most likely 
ill never arrive. 
ut what went wrong? Several. things. 
st, take the origins of thé programme. 
s well knowa that the initial impetus 
as given by Homi Bhabha, a Cambridge 
graduate, who on March 12, 1944, penned 

































e to build plants in.Kakrapar in the | 


ed, locations. The goal appears to be’ 


ap djed to power production, in. 
of decades from now, India 
é to look abroad for its ex- 
perts, but will find them readily at home." 

So.the Tata Institute of Func lamental Re- 
orin 1945 with Bhabha as its 
n independent India, he 
ian of the Atomic Energy 






became chai 
"Commission 
amie Energy — two bodies set 
Jawaharlal Nehru cabinet at 
Bhabha's express request. 

i m believer in the efficacy 
of science in fostering economic develop- 
ment. Like pr һа, he had studied at 
Cambridge; - | i a geology 


























himself something of à scientis 
every session of the Indian Sci 
gress “ight ир to - 1964, he cap of his 
T v; dh. with 


































rich. co 


people." 
ent. "What 


in India, 
States, teaches at EE Uni- 
versity, Selinsgrove, Band ыды}. 


small and pleasan UR only 60 | 


miles awa 





Three Mile Island. 


Bhabha 
"js mod- 
based on 


and the underdeveloped lack." 
observed, if somewhat naively. 
ern, science: and an economy 









‘troversial idea; i 
Bhabha team did 
acy throughout Inc 


lages or inspire the scientific spirit among 
the masses. Ratherthey set out to form an | 





d secretary of the Departe | 
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elitist supér-scientific establishment which | 


looked-to the West for its standards and 


inspiration — not. to mention its technol- 


ogy. And the establishment they chose | 
was nuclear energy, almost as if nuclear- | 
energy research was essential to all fields J 


of science, 


he view that nuclear knowledge is es- 


sential to all scientific quest has gone un- | 


challenged throughout, and the nuclear 
establishment in India has operated some 
thing like a secret society from its very i 











Does prre to he best 
world. When nuclear ene 





a letter to the industrialist enc the | 





Atomic Energy has been charged with the 
role of patents E. and evaluat 


ception. To this day, the Department of 


| based fec 
| stance, lacking in oil, has developed pro- 
cesses that ean convert coal into petrol at a 




























| sciéntists since they are all 


| though 


| pool — a continuation of the Midd 


by labour dispütes and s 





of the 


partment. The chairman Atomic 
p the 


‘nergy Commission and Bhabha 
Atomic Research Commission has tsar- 
like powers; the budget comes straight 
from the central government and nobody 
is supposed to question these "patriotic? 
engaged in 
earth-shaking research that, one day, will 
put India on the world technology map. 

Such concentration of power and re- 
sources may be justified even in a demo- 
cratic society, if the results are commensu- 
rate with the claims. However, that has 
not been the case in India. 

Consider some of the arguments püt in 
favour of India’s nuclear programme.. 
India, it is said. is going to run out of oil 
and coal and cannot be caught short of 
energy resources in view of its ambitious 
industrialisation plans. This argument is 
milar to the one also used by the pro-nu- 
clear lobby in advanced countries. 

Technically it is true that, since. the 
earth's supply of fossil fuels is finite, it will 
eventually ns out. That, however, is not 
an economic argument. What is relevant 
today is how scarce a resource is, as re- 
flected hy the price. It istrue that the price 
of oil quadrupled in 1974 and doubled in 
1978-79, Now, lo and behold. we have a 
global oil glut that has resulted in the can- 











| cellation of several synthetic-fuel plants 


and oibwell-drilling projects. 

Specifically in the case of India, explo- 
ration for otl is at its earliest stages. Even 
it was known that somewhere on 
India's west coast there was а large ojl 
le East 
cplorafion work was not 
bly due to political and 
rvations. about working- 


reserves — 
undertake 
ideologica 









| with multinational oil companies. Follow- 
j ing the 1974 oll price increases, India did 


explore for оп and. as a result, the Bom- 


; bay High oilfield area today is'a hive of ac- 
tivity. So, when wedo not even know what 
| we have, how can there bet alk of running 


out? 
As for cial, indian coalmines 
agtoriouslty. underinvested, 


are 
beleaguered 
y neglected in 
the area of research and development. 
The country’s coal reserves аге known to 
be among the largest id the world, but lit 
tle work has gone into developing coal- 
nology. South Africa, for in- 











ommercially competitive price. India is 
notgoing to run out of coal for at least a 
thousand years, but of course, it can be 
lefi in the ground as is now the case. 
There is a-time.and place for everything. 
and for India, the time for nuclear power 
certainly. Hot yet. 
"we-are-running-out" syndrome 
not make sense, the financial- bene- 
ment for pee power 1% 
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jent breakdown of the turbini 
roblem that the Canadians also faced in 
eir Douglas Point Candu reactor facil- 
The Canadians realised their problem 
in 1973. put that plant to produce 
eam for their Bruce heavy-water plant, 
hereas the Indians went. ahead with 
ther plant, RAPS П, of the same de- 
gn. Following India's explosion of a nu- 
ear device in 1974, the Canadians cut off 
1 cooperation and India was left to go it 
e. Ironically, it is this design that is the 
otype of stage two. 
idence based on TAPS (using Ameri- 
| General Electric enriched uranium 
ing-water reactor technology) апа 
PS indicates that stage one has fallen 
short of target. The economic viability 
ared to conventional methods of 
ting electricity is not proven‘ and 
ical. problems. in running the im- 
ed equipment have not been over- 
уте. India has improved its ability to 
bricate sub-systems that go to build nu- 
lear plants, but since there is no regional 
et alone national — grid India may 
ve the dubious distinction of being the 
rld’s best in generation and the world's 
orst in transmission. 
TAPS and RAPS have both kept India 
ependent on foreign sources, leading to 
y embarrassing diplomatic skir- 
hes. Enriched uranium supply has 
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been in jeopardy since the 1978 Non-Pro- 
liferation Act. Since India has only one 
plant using enriched uranium, it is not 
economical to produce it indigenously. 
Candu reactors require heavy water and 
India’s efforts to manufacture this have 
not been too successful — in fact it was 
found to be cheaper to import it from 
Canada at Rs 800 (US$81.6) per kg. Re- 
cently, there has been a worldwide short- 
age of heavy water, with the Soviet Union 
asking and getting Rs 2,000 per kg. in 
1979. Meanwhile, RAPS has been leaking 
heavy water. 


urrently, India is building facilities to 

manufacture heavy water. But then, 
there is the problem of lack of uranium: 
after spending close to Rs 500 million, it 
was discovered that India has only about 
29,000 tonnes of assured uranium and that 
supply is of low concentration (0.06%). 
Uranium in India is thus twice as expen- 
sive as in Canada, and it is not likely to 
generate enough fuel to keep more than 
100 reactors going simultaneously. Some 
of the important components such as zir- 
calloy, high-grade steel and pipes may 
have to be imported. So, even if stage two 
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make bombs as the bomb lobby would 
like, there will not be sufficient plutonium 
for the civilian programme of power реп- 
eration. Stage two will have to be 
stretched out and when stage three will get 
under way is anybody’s guess. Meanwhile, 
the establishment must hope that workers 
exposed to high levels of radiation in 
Tarapur (as they are at 16.19 rems per 
year [їп 1977], more than three times the 
International Commission of Radiation 
Protection’s recommended level) do not 
die of cancer en masse 20-30 years from 
now — and that one of the plants will not 
go through à serious meltdown or even 
something close enough to create panic. 
No, nuclear power is not cheap — there 
is no such thing, as the economic cliché 
goes, as a free lunch. The nuclear power 
establishment can. make room for some 
science bureaucrat to build an "empire" 
and some politician to mouth off an attrac- 
tive slogan: "Look, we may be starving, 
we. may be hungry, we may be poor, but 
we can do it." Once the euphoria dies 
| down, it does not take too much to see that 
| nuclear power is no bargain. India should 
abandon it before throwing any more re- 
sources away, and put the talents of its 
scientists and engineers to finding sensible 
solutions. A Faustian bargain is not what 
Indian people deserve. r 
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The raft changes course 


Japan, the world’s largest importer of logs, buys less and less 
from Southeast Asia as that region pushes processed products - 


By Mike Tharp 

Tokyo: For the past decade, Southeast 
Asia has been declining as a supplier of 
logs to Japan, the world’s largest import- 
er. That trend is likely to accelerate, with 
the United States and the Soviet Union 
taking a larger share of the Japanese mar- 
ket. perp one production will also 
trim total demand for log imports over the 
next 10 years. 

Part of the trend is due to actions by 
Southeast Asian suppliers themselves and 
part to more intense export efforts by 
other log producers. Forecasts indicate 
that while total log consumption will rise 
some 13% in the decade 1986-96, the ratio 
of imports will drop to 56.7% from an esti- 
mated 61% in 1986. Imports accounted 
for about 65% of Japan's total consump- 
tion last year of 90 million cu. ms of logs. 
Officials of the Ministry of Agriculture, 


Southeast Asia 
North America 
Soviet Union 
New Zealand 
Others 


* Fiscal year ends on March 310” 
Source: Japanese trading-company statistics, 





Forestry and Fisheries believe the import 
ratio eventually will fall below 5096. 

“We are convinced the export of logs 
from Southeast Asia is going down 
dramatically; Indonesia probably will shut 
them off completely," said one foreign 
forestry-industry source. 

_ Although: its position as a leading 
source of logs for Japan is steadily being 
eroded, Southeast Asia remains Japan's 
main overseas source of forest products. 
111973, for example, the region provided 
Slightly more than 50% of all log imports, 
with the Philippines and Indonesia alter- 
nating as the largest exporters. By 1982, 
however, a combination of government 
policies, overcutting, lack of reafforesta- 
tion and customer. preferences led. to 
Sabah and Sarawak becoming the largest 
Soütheast Asian sellers to Japan. Papua 
New Guinea also emerged as a promising 
source for Japanese mills, and shipments 
could reach around 1 million cu. ms. 

In the fiscal year that ended on March | 
31, Southeast Asian forests produced 15.8 
million cu. ms of logs for Japan, 44% of all 








imports. The US increased its share to 
34% of all imports and the Soviet Union, 
whose exports to Japan have fluctuated in 
a fairly narrow range for more than-15 
years, remained the third-largest supplier 
with 6.1 million cu. ms of logs. 

Logs are used in Japan for several pur- 
poses, mainly as plywood for home con- 
struction, both interior and exterior. They 
also are used as packaging material. Hous- 
ing starts in Japan peaked in 1973, just be- 
fore the first oil crisis, at 1.9 million units, 
but have since declined annually. Last 


| year there were 1.15 million housing 


starts, and trading-company specialists es- 
timate the same number for this year. 

Because demand for logs is tied so 
closely to housing starts, Japanese impor- 
ters must determine the quantity of im- 
ported logs that will be adequate to meet 
domestic require- 
ments. There is no 
control on imports by 
the Japanese Govern- 
ment, nor is there any 
tariff on logs. (A 1096 
tariff is. levied on 
lumber, 15% on ven- 
eer products and 20% 
on hardwood ріу- 
wood — all finished 
products. The US and 
other producers have 
continually asked the 
Japanese Govern- 
ment to slash or eli- 
minate those tariffs, 
so far without suc- 
cess.) 

Japanese importers have gradually lost 
their enthusiasm for Southeast Asian 
suppliers, largely because of efforts by the 
Philippines, Indonesia and other sources 
to convert simple log harvesting to higher 
value-added products, such as sawn 
lumber and plywood. The governments 
thus hope to earn more foreign exchange. 


he Philippines has banned exports of 
logs since 1975, and two years ago In- 
donesia announced it would do the same 
by 1985. Sabah has also reduced its ship- 
ments of raw logs, but Sarawak has no 
prohibition on log exports. “We cannot 
expect much, in a sense, from Southeast 
Asia in our imports of logs," said one trad- 
ing-company official responsible for forest 
products. “They simply are not enthusias- 
tic about exporting in the form of logs." 
Southeast Asia is not alone in wanting 
Japan to buy more finished forest pro- 


| ducts and less raw logs. The US and 


Canada also seek more sales of veneer, 
plywood and particle board. “We are not 
seeking any change in cut lumber, which is 


Subscribe now 


and ensure your copy each week. 


FAR EASTERN J ECONOMIC 


..- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 

Rate: Soft cover US$16.95 or HK$110 (or the 
equivalent in local currency) Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 








Heg cs planae - 
| Please enter my subscription for M | E 
l O 3months f 
1 O 6months І " 

О tyear | d 
| О Please include the Yearbook at extra l 3 
| US$16.95/HK$110. For airmail delivery, 

please add: HK$39/USS6 ; 1 
| Payment of ногоон | E 
| Мате | P 
| Address و ے ڪڪ‎ es | 
| Country Zip Code کر ہے‎ | Р 
| О Jetspeeded 1 Surface mail _ | 
| Cheque payable to Far Easterh Economic Review enclosed | 
To: Circulation Manager 

| Far Eastern Economic Review, op v 
| WONC 1027 у 


fum ж»: кия i" c E 


dde ? Nu» Arat 















































law forbids the export of logs from 
overnment forests, and only private 
sf products can be shipped overseas. 
-anada. ships only finished products. 

tal forest-product exports from North 
тегіса last year were 12.2 million, cu; 
ms, 3.7 million of which was lumber — an 


period, only 600,000 cu. ms in lumber was 
pped from Southeast Asia out of an ex- 
rt total of 15.8 million. 

apanese importers аге watching 
losely what China decides to do on log 
"urchasés from overseas suppliers. Up to 
low; Soviet logs have gone only to Japan. 
ut this year China has begun to buy from 
ian forests, up to 1 million cu. ms. 
ais also buying from the US, and 
ding-company officials in Tokyo are 
tain China will increase its wood pur- 
ises annually. The Soviet Union is also 
lding a second railway line in Siberia, 
eduled for completion in 1985, which 
uld allow even more shipments of logs 
1 forest products to both Japan and 
ina. 
w Zealand, whose logs are used al- 
exclusively now for packaging mate- 
in Japan, claims it will be able to sup- 
up to 20 million cu. ms within 10 years, 
«Japanese importers are sceptical 


Susumu Awanohara 

rtà: Shipping authorities here have 
mplementing to the letter the con- 
rsial April 1982 presidential decree, 
aiming all сагро belonging to the In- 
onesian Government for national ship- 
g lines: While foreign shipping lines re- 
ret. their loss of access to the substantial 
fficial cargo, they are hoping that blanket 
nplementation of the decree will signal 
е reduction of the authorities’ allegedly 
rbitrary and sometimes abusive use of 
ading or discharging permits to discrimi- 
ate against them. . 

he presidential decree has not been 
gorously enforced. The United States 
nd Japan demanded that their aid cargo 
ndonesia be exempted. and each has 
me to an understanding with Jakarta to 
lit such cargo 50:50, in principle. 
mong non-aid government cargo, that 
estined for various specific projects was 
ore clearly claimed for national shipping 
nes than general cargo going to state en- 
rprises, but there were ambiguities and 
€ authorities continued to issue permits 
to foreign ships, with occasional delays 
which are costly to the foreign lines, 
Sources say. куйш 

< But in September, the: West German 
shipping line Hapag Lloyd wastoldthat its 
vessel Hammonia would not be allowed to 
scharge project cargo destined for 





nusually high ratio. During the same | 








dy пес: 
`. ssed market in Japan: Japanese im 


use 


can no longer make the quarterly con- 


tracts they did with US апа Asian 


suppliets, and now logs are contracted on 
a shipment-by-shipment basis. Japanese 
trading houses continue, however, to sign 
a series of 12-month log-import contract 
with Soviet forestry authorities. | 

Some foreign suppliers have com- 
plained about so-called non-tariff barriers 
that make it hard for wood products to 
enter the Japanese market. One côn- 
gressman from Washington state in the 
US recently complained that morethan 50 
Such barriers served as obstacles to his 
state's supplies. However, officials of both 
the US and Japanese governments find it 
difficult to document specific examples of 
non-tariff barriers. 

US officials remain adamant about 
seeking tariff cuts on finished products, 
but non-tariff barriers do not seem to be a 
substantial problem in bilateral-trade dis- 
cussions. Japanese officials are reluctant 
to reduce tariffs any further than they 
have, fearing that many hard-pressed sáw- 
mills would go out of business if too many 
finished products entered the market. The 
two. governments concluded annual 
négotiations on October 14 on the issue, 
with inconclusive results. 


1aping up to ship in 


lonesia's controversial decree claiming government cargo 
'ational lines takes effect — 18 months after it was issued 


Lhokseumawe, Aceh, and Bering Kasi,. 


South Sulawesi. After some tough talks, 
Hammonia was able to discharge, but only 
at Belawan, North Sumatra, and Ujung 
Pandang, South Sulawesi, ‘respectively. 
The authorities have been reluctant to 
give foreigners access to ports other than 
the four major centres: Belawan 


(Medan), Ujung Pandang, Tanjung Priok. 


(Jakarta) and Tanjung Perak (Surabaya). 

When another Hapag vessel, Bavaria, 
wanted to discharge.a large project cargo 
in Suralaya, West Java, this month, the 
authorities refused to issue a discharging 
permit. The West German ambassador 
acted on behalf of Hapag, talking to the 
secretary-general of the Communications 
Ministry às well as top officials of the Di- 
rectorate-General. of Sea Communica- 
tion. A permit was issued after eight days, 
but only for discharging at Tanjung Priok. 

Hapag was sharply warned. not to vio- 
late Indonesian regulations again. There 
are other foreign ships en route to In- 
donesia with what Jakarta considers il- 
legal cargo. Some foreign lines involved 


are apparently planning to discharge the | 


cargo in Singapore, hoping to find Indone- 


sian ships: to take it over, and others are’ 


hoping to bargain their way through. 





told the 





LI. E: Habibi REVIEW tha 





MS А. d ¥ ? 
ers: Tates clear-cut rules will face the conse- 








>The secretary of the directorate-gen- 


E d ngt ' o- 
quences. Habibie said the government 
‘will remain flexible to a degree. 

“If for instance, there is. government 
cargo from the North Pole and we have no 
ship out there to carry it ourselves, we may 
make an exception,” he said, but stressed 
that it was important for foreigners ЧО 
understand why the presidential decree 
was necessary — to protect the country’s 
fledgeling shipping industry in bad times 
~~ апа to remember that this protection 
covers only government cargo, not com- 
mercial cargo. He also said efforts are 
being made to make domestic shipping 
lines more competitive. 


Е" shipping lines have complain- 
ed, however, that the authorities used 
their power to issue or withhold. per- 
mits to discriminate against them long be- 
fore the presidential decree was’ an- 
nounced and have created thereby a‘ sys- 
tem in which irregularities might conceiv- 
ably arise. For example, Japanese log-car- 
riers have complained bitterly that their 
share of the rapidly shrinking Indonesia- 
Japan log trade had dropped to 18%, 
against Indonesia’s 82%, by March this 
year, despite the existence of a private 
agreement between relevant shipping 
companies of the two sides to split the 
cargo 50:50, + gs 

i The Japanese..have blamed the au- 
thorities' permit-delaying tactics, which 
prompted shippers to shift their cargo to 
Indonesian carriers. The Indonesians 
have argued on various occasions that 
they had to look after the 100 or so of their 
own log-carriers. | 

Another Japanese complaint was that 
the authorities here refused to issue an- 
nual loading/discharging permits for their 
flag-of-convenience. vessels ^ (carrying 
Panamanian or Liberian flags), required 
these vessels to apply for permits each 
time they called at Indonesian ports and 
sometimes used delaying tactics against 
them. The Japanese. have claimed. that 
member lines of“ shipping. conferences 
were entitled to receive annual permits for 
designated ships, regardless of where they 
were registered. : 

TSK Line, the:single Japanese line 
operating . within, the Indonesia-Japan 
liner conference, appealed to the Japan- 
ese Government and the Tokyo Ministry 


‘of Transport hinted it would take rétaliat- 


ory action against Indonesian ships visit- 
ing Japan. In what appeared to be a sud- 
den change of policy, Habibie signed the 


permits for TSK's 12 flag-of-convenience 


ships in mid-October (its 14 Japanese-flag 
vessels already have the permits). What 
caused the change of policy has not-been 
made clear. А Box A 

+ According to Habibie, there were some 


‘bureaucratic snags, which: he’ removed. 












[п an age when character 


Is disappearing, four hotels 
in Singapore still remain 


Although luxury hotels of the modern kind 
Istineti е abound in amazing Singapore, travellers 
@ will find thar the Goodwood Group ` 


Hotels still have character, service and elegance. All of these hotels are within 
an easy walk to the heart of Singapore. One is subtly right for you. 
















The old-worldly Goodwood Park remains 

the grand style hotel of Singapore. 
Stately, gracious, sprawling. 
i l appeal is instantaneous 












to the discerning. 


The York is centrally located, yet away Boni the bustle. It is smart 
in decor, and has all the amenities executives and 

holidaymakers demand. Travellers loye 
for its attention to individual needs 
| and its friendliness. 





W ith peace and tranquility amidst luxuriant 
gardens, and chalets built around the 
pool, the Ladyhill offers something — 
refreshingly different. Ambience is “ 
definitely leisurely. 










| Formerly Horel Malaysia. The Boulevard, with a new wing 
to be completed in July 1984 will be more luxurious 
than ever and as affordable. It has a savoir vivre 
that is appealing to most. 


‘American Express Cardmember Accommodation Plan Introductory Offer 
KEANE Express Cardmembers, very preferential rates with special benefits like complimentary breakfasts Car 
. are available for a limited season. The rates amount to savings of up to 35% for you. The Accommodation - 
Plan Privileges include Assured Reservations, Express Check-in/Check-out, Personal Cheque Cashing, — | 

All bookings are guaranteed. No prior reservation is necessary. FT 


оомо 
games GOODWOOD GROUP 
Goodwood Park * York Hotel * Ladyhill * Boulevard Hotel Singapore 
The Four Distinctive Speciality Hotels in Singapore. 


Reservations: Japan: Southern Pacific Hotel Corporation Tokyo Tel: 508-2341 Tx: J26810 
Malaysia: Goodwood Park Hotel Sdn Bhd Kuala Lumpur Tel: 929275/6 Tx: MA 31775 
Singapore: Goodwood Hotels Corporation Tel: 7343757 Tx: RS24377 GOODTEL 
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international banking, | 

our name | 
makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
personal service, 

‘Today, with the added strength of affil- 
iated Trade Development Banks, American 
Express Bank continues this tradition of 
excellence, We offer an unparalleled array 
of financial services, through our offices їп - 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we. provide virtually every 
banking service you'll ever need. 

Asan American Express company, we” 
offer a broad spectrum of personal and g 
investment services no other bank can 
match. 

We are uniquely qualified to assist you 
with everything from asset management 
and securities transfers to international Gold 
Card? privileges. 

` Through our far-reaching global net- 
work, our services are available not only in. 
the major financial centers, but through 85 
offices in 38 countries as well. | : 

American Express Barik. Our name 
really does make a world of difference. 
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a There is no › doubt dues leading ор manage- 
. ment as to which publication is considered the . 
2 most authoritative і in the region on coverage of | 
. Asian business and general affairs. It’s the Far - 
. Eastern Economic Review by an overwhelming 
. maj jority, | 


"e 





Ü No other publi cius: in Asia or anywhereforthat | 
. matter provides such depth and breadth of cover- _ 
. age of events throughout the region. Don't just — 
take our word for it. Ask the people you look up - 
to and respect the most which publication they - 

rn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- ; 






_ ern Economic Review! 





© Since J anuary F 1974, the Review has grown in 
. size from just over 20. ‚000 copies per issue to its 
| present. circulation of more than 58,000 copies 
| perissue. : 








performance. In fact Ше Review S dilation. he 

own by a number larger than the total present 
лу circulation of any of the publications which 
ted curing the years in question. 
















ng number of advertisers have taken: 

age of this impressive growth. The Revi 
' has increased its ad page volume from 1 ,458 
- 1978 to 2,177 in 1982. 


Advertisers. know beyond question that the 
Review reaches the highest concentration of 
_Asia’s most important people. And they know 
that as an effective advertising vehicle, its perfor- 
. mance is unequalled. 
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NOW YOU CAN TRAVEL IN A STYLE BEYOND FIRST CLASS 


LITALIAS TOP CLASS 













style to which you will fast become accustomed. And 
our Top Class is the only place you can find it. 


«e any exclusive private club, it's restricted to a small group 
-of people. Twelve to be exact. So there's plenty of room to 
‘move around or stretch out on one of our "Dreamerette?" 
Seats. 


.But at Alitalia, luxury extends well beyond your seats. For 
instance, there's a flight attendant for every four passengers. 
*S0 you ll never have to wait to be served. Even better is 
^what they serve you. Vintage wines from our "cellar in the 


.Sky' and the exquisite Italian and continental specialities | 


Амре nur chefs nranare even: dag: 


"ten nn Alfalias Ton Class. 





There's even an "Alitalia Boutique" where you can select 
fashion from the great Italian designers: Battistoni, Ferragamo, 
Gianni Versace, Trussardi and Valentino, at unbeatable 
prices. 

And once you arrive in Rome or Milan, one of our greatest 
luxuries awaits you. Youll get a prestigious car with 
unlimited mileage and free insurance for two days, offered 
by Alfa Romeo in cooperation with Avis. Just ask for it 
when you book your Top Class flight. For more details call 


us or your travel Agent. 


If you usually fly First Class, Y 
owe it to yourself to move a 








Anthony Rowley 


0) 
Lots of equity, little fairness 


e SHROFF has seen the future — and is 
not sure that it works. It — the economic 
and financial world of the future, that is 
— was revealed through the eyes of 
speakers ranging from futurologist Alvin 
Toffler to interest-rate guru Henry 
Kaufman at a recent seminar held in the 
Netherlands by the country’s leading in- 
vestment-trust group, Robeco. 

Their subject — the speakers also in- 
cluded Prof. Jan Tinbergen, an eminent 
Dutch economist and Shroff as one of a 
panel of journalists — was The Share in 
Future Society, a neat double entendre 
embracing the role of different socio- 
economic groups as well as that of equity 
financing. But Shroff detected the same 
sort of obsession with developed na- 
tions’ problems — to the virtual exclu- 
sion of the so-called Third World — 
among this intelligentsia as characterises 
much of the thinking of political estab- 
lishments in the United States and 
Europe at present. 

Toffler declared that the world was 
neither in a state of economic recession 
nor recovery at present but was undergo- 
ing a “total restructuring process." Un- 
fortunately, the brave new world he saw 
emerging from this was not one which of- 
fered much hope for the protectionism- 
hit economies of Asia and their access to 
markets in a reformed West where the 
law of comparative advantage prevails. 

Instead, Toffler reiterated his convic- 
tion that technological development will 
succeed industrial revolution and that 
“de-massification” in industry will 
supplant mass production. He was not 
suggesting that the old industries be 
dumped on the developing countries, 
but that the Third World might some- 
how leapfrog straight into the “third 
wave” of technological development. 
All well and good, except that much of 
the Third World is already heavily in- 
vested in a second-wave (industrial) re- 
volution and one that requires Western 
trade and capital to sustain it. 

Tinbergen’s prescriptions seemed 
even more out of touch with the realities 
of the developing world. He did concede 
Europe's “heavy duty" to make Third 
World growth possible, but then 
promptly declared high economic 
growth rates to be a thing of the past and 
suggested that annual rates of perhaps 
1-1.5% only were desirable for Europe. 
The fact that the developed nations of 
the Organisation for Economic Coope- 
ration and Development and others 
have declared that the debt-troubled 
countries of Latin America (and now, of 
course, the Philippines) need annual 
growth of at least 3% in the West for 
them to sustain their debt burden 
(through increased exports) was appa- 
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rently ignored. In essence, Tinbergen 
seemed to be saying that Europe had 
gone ex-growth and faced a shortage of 
basic resources and could cope with it 
only by reducing working hours. 

By comparison, Kaufman's bullish 
analysis of world financial markets 
seemed positively vibrant. And he 
looked for economic growth of at least 
3-4% in the OECD in the foreseeable fu- 
ture. “The essentials of a democratic so- 
ciety are not served by low growth,” said 
Kaufman. Indeed, but in answer to 
Shroffs questions the good “Doctor 
Gloom” went on to gainsay his hopes by 
declaring that US interest rates might 
soon be on the rise again, that crowding 
out may occur in the US credit markets 
next year and that debt defaults by major 
developing countries would take place 


Kaufman: prospect of ‘disastrous default. 


‘from a practical if not a legal point of 
view. And, Kaufman replied to Shroff, 
while the system could absorb one major 
default (including Brazil) it would be 
"disastrous" if this was followed by 
others. 

But what of equity in all this? Shroff 
tentatively suggested to the seminar that 
if the Third World is now groaning under 
an unsustainable bank debt burden of 
some US$750 billion (greater than the 
amount of direct investment in these 
debtor countries), then one way to de- 
gear them — and arguably a better way 
than a Willy Brandt-style distribution of 
aid — might be to channel greater flows 
of institutional equity finance from the 
West. Such equity could help to finance 
new productive assets in the Third 
World instead of bidding up the prices of 
existing assets (including stocks) in the 
developed countries. Investments might 
yield low returns initially, but that is 














surely preferable, suggested Shroff, to 
Western savers losing their money 
through write-offs of sovereign debt. 
The suggestion found no obvious takers, 
but Shroff hopes at least that it provided 
food for thought. 

e ONE encouraging example of West- 
ern institutions taking a long-term view 
of equity investment in less-developed 
countries of Asia is the Taiwan (ROC) 
Fund — the first authorised vehicle for 
portfolio investment by non-residents in 
securities listed on the Taiwan Stock Ex- 
change. Sir Kenneth Berrill, chairman of 
stockbrokers Vickers da Costa, told 
Shroff in London recently that he saw 
this an ап "acorn-planting" exercise 
which could yield another Hongkong- 
like international-investment market in 
perhaps five years' time. 

Vickers and Credit Suisse First Boston 
together with the Taipei Ministry of 
Finance and Securities and Exchange 
Commission put together a group of six 
leading Taiwan banks, an Overseas 
Chinese group and nine foreign financial 
institutions to manage the fund's 
portfolio, via the International Invest- 
ment Trust Co. As reported (Intelli- 
gence, REVIEW, Oct. 20), the fund has 
attracted some US$41 million of sub- 
scriptions — enough at least to ensure 
that the fund pays for itself in terms of 
management fees. 

The fact that investments in the fund 
— in the form of beneficial certificates 
representing 1,000 units — will not be re- 
deemable in under two years (though in- 
come distributions will be permitted ear- 
lier) reflects as much the phobia of the 
Taiwan authorities about the disruptive 
effects of short-term capital flows as the 
willingness of investors to take a long- 
term view. But the size of the initial sub- 
scription does mean that Western in- 
stitutions (unlike their local counter- 
parts, it seems) are prepared to put a 
foot in the door and keep it there for a 
comparatively long time. 

The fund's investments (chiefly 
equities) have yet to be selected and 
Vickers deserves commendation for the 
workmanlike job it is doing in introduc- 
ing, to the Taiwan market, the concept 
of thorough company analyses and visits 
before selecting stocks. A few surprises 
are emerging as this virgin territory is 
combed, Shroff learns, such as the unex- 
pected wealth of "inter-relationships" 
between companies, not to mention 
some accounting horrors. But if all goes 
well, the result should be a maturing of 
the currently highly speculative local 
securities industry and, more impor- 
tantly, a model for channelling long- 
term equity financing to nascent 
stockmarkets. 


we 
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By Manggi Habir 

jakarta: In May this year, an advertise- 
ment in local newspapers aroused wide in- 
erest. It called for experienced MBA 
Master of Business Administration) de- 
е holders to fill instructor positions in a 
iew management-development institute. 
he position would not normally attract 
ming and aggressive MBAs, but the 
ry offered was very hard to ignore — 
3.5 million (US$3,500) a month, an 
ош normally earned by senior In- 
siat managers and roughly 10 times 
salary of university teachers. 

ttle was. knówn of the management 
tute until September 13 when Bus- 
tanil Arifin, the influential chief of the 
с Logistics Board (Bulog), formally. 
nounced the establishment of Institut 
gembangan Manajemen Indonesia 
MI, or the Indonesian institute for 
anagement Development). IPMI will 
offer a graduate MBA degree programme 
ly modelled after the pattern of the 
ard Business School in the United 


e programme, set up with the gui- 
е of professors from Harvard, is an 
ressive one. Its tough requirements on 
ademic background and proficiency in 
h, because of its emphasis on case 
ssion, do not differ from those in US 


ut with a tuition fee of about Rps 8.5 
Шоп and its selective requirements, the 
itute will be competing for the same 
ents who can afford, and would 
C to go to business schools 
d. There is a feeling, therefore, that 
less it can differentiate its programme 
nificantly from those schools it is trying 
emulate (especially in the language 
d and fees) IPMI will have difficulty in 
illing its places — an ironic situation when 
here is a desperate need for a more practi- 
usiriess education not provided by pre- 
management education in universities. 
The frequent corporate piracy of ex- 
perienced managers and the relatively 
igh turnover of personnel in Indonesia 
dicates the severe shortage of ade- 
uately trained and experienced mana- 
ers. This shortage, according to a 1982 
orld Bank study on management educa- 
in this country, extends to all manage- 
nt levels in government departments, 
te-owned companies and private enter- 
s. As local corporations grow in size 
sophistication, the need to hire mana- 
i Iso extends to upper-level manage- 
ent, where more conceptual and 
trategic business thinking is required. 

The need for this type of manager was 
explained by опе top executive: “Our top- 
evel managers often have to work 14 
hours aday. Itisn’t thatwearereluctantito 






























op-level business school, paltélnsd a after Harvard, > 
t up in Indonesia amid scepticism o over its prospects 
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delegate authority, but more because of 
the stark difference between upper and 
lower managers. If we go just one level 
below top management, the difference is 
like day and night." ^ 

The World Bank study ackhowledged 
the "development. and expansion of man- 





agement ‘educatio training 
facilities," but felt that this has een “slow 
in relation to the growing needs." One es- 


timate based on a separate study con- 


ducted in 1978 put the demand for mana- 


gers at about 31,000 a year. 
^ The universities $o far have been the 


major producers of entry-level managers. 
The. feeling, however, was that these in-' 
stitutions were too theoretical and know- | 


ledge-oriented in their approach and 
therefore produced business graduates 
who often were more adept in defining 
rather than solving. business. problems. 
This led to a proliferation of management 
institutions, sóme independent and others 


with linkages to universities, providing: 


short practical courses. 


О" private institution which has been 
successful in bridging the gap is the Lem- 
baga Pendidikan dan Pembinaan Manaje- 
men (LPPM, or Institute of Management 
Development and Education) which was 
established in 1967. LPPM: started а 10- 
month management-trainee programme 
for fresh university graduates, The pro- 
gramme, which provides practical training 
in all functional areas of business, is in ad- 


dition to LPPM's other. numerous -ac-- 


tivities including short „management 
courses, seminars, consultancy, publish- 
ig and language courses. LPPM’s pro- 
gramme has been well received by the busi- 








a Harvard Tor Indonesia... < 


of IPMI’s new MBA degree 
programme is similar to L PPM’s, wit 
spect torits emphasis on developing basic 
technical managerial skills. But in addi- 
tion, it also intends to develop the Indone- 
sian manager's integrative business and 
international perspective. Therefore, it is 
not surprising that its means are somewhat 
more ambitious. 
Aside from;cor 








cting the course in 





English, the ‘institute — reflecting Har- 


vard's influence — will rely heavily on the 
case-study method, where the emphasis is 
on active class discussion of actual busi- 
ness situations. To cut costs, IPMI's pro- 
gramme, which would normally take two 
years to complete at Harvard, has been 
compressed to 12 months: the number of 
classes approximates that or a typical two- 
year US course: ^ 

Because of the programme’ s interna- 
tional standards; admittance is very selec- 
tive. The institute: will only consider uni- 
versity graduates, with, a minimum of two 
years’ working experience. In addition, 
they have to. attain-acceptable scores on 
an aptitude. test taken ‘by all applicants to 
graduate business schools where English is 
the official medium of instruction, andona 
test measuring. English proficiency nor- 
mally required for those studying i in the 
US. 





Given these ' stringent requirements, 
many doubt whether the institute can at- 
tract the projected 120 students a year that 
it needs to break even. Its use of English as 
a medium of instruction is the’ source of 
most complaints, owing to the country’s 
low proficiency level in the language. One 
lecturer at Jakarta’s University of In- 
donesia, one of the country’s leading 
places of learning, said; тапу post- 
graduate scholarships to.study in US uni- 
versities are not used just because of de- 
ficiencies in English, 

Most acknowledge the importance of 


English with the; Boning interdependence 
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* All income is accumulated in the appropriate 
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The sponsoring body of the new Indonesian management 
school casts around for financial assistance 


Jakarta: The future of non-profit or- 
ganisations often depends upon the fi- 
nancial strength of their sponsoring 
foundations. Judging from the founda- 
tions of Institut Pengembangan Manaje- 
men indonesia (IPMI) and Institut 
Prasetya Mulya, it appears that the lat- 
ter, which is financially supported by 
powerful Chinese business groups — in- 
cluding the Liem Sioe Liong and Astra 
groups — is the stronger. 

IPMI’s sponsoring foundation, 
headed by Bulog (the state Logistics 
Board) chief Bustanil Arifin, has ob- 
tained considerable financial resources 
from the private sector but, falling short 
of its needs, has also sought financial 
support from the Prasetya Mulya Foun- 
dation. The strong representation of 
other Bulog officials on IPMI founda- 
tion’s board would suggest strong Bulog 
financial support. 

But sources close to the institute deny 


that Bulog is financially supporting the 


of the world economy, but they wonder 
whether students will not be over-bur- 
dened having to master the material and 


_ worry about verbalising it in English at the 


Same time. IPMI director Siswanto 
Sudomo, however, is confident that uni- 
versity graduates with two years’ experi- 
ence from companies within the institute’s 
target market would have sufficient Eng- 


lish proficiency to follow the programme. 


Conducting the programme in English 
would also allow flexibility in bringing in 
visiting professors, should the need arise, 
some say. At the moment, six full-time 
faculty members have been chosen out of 
more than 70 applicants. 


S cases, the majority of which will be 

from Harvard, will be widely used be- 
cause of the lack of local cases—a problem 
encountered by all local management insti- 
tutions and universities. One of the found- 
ers, reacting to questions about the rele- 
vance of US cases, said they would be clas- 
sical ones that will highlight universal bus- 
iness problems. In addition, cases specific 
to developing economics produced by two 
Harvard-influenced Asian business 
schools, the Asian Institute of Manage- 
ment in Manila and the Indian Institute of 
Management in Ahmedabad, also will be 
used. The institute also aims to develop its 
own cases. 

But more serious shortcomings of the 
institute have been brought up by business 
practioners. While all have stated a keen 
interest in the type of business education 
provided by the institute which they felt 
was long overdue, they questioned its 
cost, which at US$8,500 was as expensive 
as the one-year programmes offered by 
Imede in Switzerland and Insead in 


84 


foundation or the institute. Bustanil’s 
presence in the foundation, ae is 
expected to help IPMI in petting 

cial support in the form o shale cigs 
and grants from state corporations, 
sources said. Both institutions also are 
actively seeking financial support from 
the local private sector and international 
aid agencies. 

The problem of garnering sufficient fi- 
nancial support, however, does not ap- 
pear to extend to advisory support, espe- 
cially in IPMI's case. IPMI’s impressive 
array of advisers include Prof. Sumitro 
Djojohadikusumo, former trade minis- 
ter and economic adviser to the presi- 
dent; Marzuki Usman, director of finan- 
cial institutions of the Finance Ministry; 
Harry Hansen, Louis Wells and Robert 
Anthony, all professors from the Har- 
vard Business School; Henri-Claude de 
Bettignies, director of Insead of France, 
and the Indonesian MBA Association. 

— MANGGI HABIR 





France. Said one businessman: “If I met 
stringent requirements of the institute 
which also qualifies me to study in a busi- 
ness school abroad, and since the tuition 
fee is similar, I might as well go abroad.” 

The argument was that in addition to 
what can be learned at the school itself, 
the student would be exposed to a differ- 
ent cultural environment which would 
broaden his horizon and outlook. Train- 
ing abroad is also seen by corporations as 
an incentive for performing executives. 
“Sending them to a locally held seminar 
would not have the same effect,” said one 
company director. 

Even with the programme already com- 
pressed to a year, executives still find the 
opportunity cost of sending their people to 


Bustanil: trial and error. 
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ү, qm peop! ple to be away 
LPPM had to discontinue its two-year 
graduate business programme primarily 
because of its high opportunity cost, as 
companies became increasingly reluctant 
to send their people away for two years. 
One suggestion was to set up a modular 
programme wherein three-month mod- 
ules could be taken at a certain time each 
year, thus spreading out the programme. 

But even a modular programme, which 
was adopted by Institut Prasetya Mulya 
(the first to offer MBA courses for mana- 
gers), does not necessarily guarantee at- 
tendance. Prasetya Mulya's first module, 
which was offered in 1982, attracted only 
20 participants out of a projected 35. And 
half of those who attended came from 
sponsors of the institute. Some blamed the 
institute's lack of promotional efforts but 
others felt the cost to complete six two- 
and-a-half-month modules required for an 
MBA degree, amounting to about Rps 7.8 
million, was too high. 


A from its more flexible modular 
programme, Prasetya Mulya differen- 
tiates itself from IPMI in that it does not 
rely on any single foreign institution for 
advisory support and conducts its sessions 
in Bahasa Indonesia. Its faculty also has a 
more varied background which includes 
engineers, psychologists and public ad- 
ministrators in addition to business pro- 
fessors. 

Their target markets are also somewhat 
different — Prasetya Mulya has so far 
concentrated more on local private corpo- 
rate groups, while IPMI appears to be 
focusing more on state companies and the 
multinationals. With the government 
promoting the use of domestically pro- 
duced goods and services to save foreign 
exchange, IPMI feels it can persuade the 
state companies to send their students to 
the institute. 

IPMI is also approaching the foreign oil 
companies, which have previously sent 
their local people for MBA programmes 
abroad. The government's sizable and un- 
used training fund collected from foreign 
oil companies to finance the Indonesiani- 
sation of foreign contractors' managerial 
and technical staff will also be tapped. 

IPMI and Prasetya Mulya are also plan- 
ning to offer short executive-development 
programmes and management consul- 
tancy, similar to those offered by LPPM. 
But their main activity will continue to be 
the MBA degree programme, the future 
prospects for which will very much depend 
on its adaptability. The flexibility of IPMI 
to respond to local market conditions is 
necessary for it to attain Bustanil's vision 
of a business school that “focuses on In- 
donesian problems for Indonesian stu- 
dents." 

Bustanil, who, sources say, always had 
an ambition to become dean of a re- 
spected school when he retires, realises 
fully that “the schools that have succeeded 
in various countries have done so by a pro- 
cess of trial and error. І expect the same of 
our new school." 
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` Wrangle over a bungle 
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The political repercussions over Bumiputra Malaysia Finance’s 
huge loans to Hongkong’s Carrian group continue to be felt 


By James Clad 

Kuala Lumpur: Since Prime Minister 
Datuk Seri Mahathir Mohamad broke his 
silence about the Bumiputra Malaysia 
Finance (BMF) loan scandal on October 
11 (REVIEW, Oct. 20), the affair has con- 
tinued to dominate Malaysia’s business 
and political scene. Attention centres on 
five senior officials the prime minister in- 
dicated as being chiefly responsible for 
Carrian’s colossal debt to BMF, a Hong- 
kong subsidiary of Bank Bumiputra 
Malaysia (BBM). The debt has been esti- 
mated by Hongkong investigators to total 
about HK$4.6 billion (US$586 million). 
Of these five, Mahathir said he expected 
those still with the bank to tender their 
resignations, but he said no legal action 
could be taken against them as no law had 
been broken. 

The four still at the bank are Lorrain 
Osman, Hashim Shamsuddin, Rais Sani- 
man and Ibrahim Jaafar. They have re- 
mained silent on the controversy, though 
on October 15 the Malay-language news- 
papers reported that Shamsuddin had ten- 
dered his resignation. The other three 
were expected to follow suit shortly. 

The one official “who has already left 
the bank” — to use Mahathir’s reference 
— has not been content to remain quiet, 
however. Tan Sri Kamarul Ariffin, who 
resigned as BBM executive chairman in 
March 1982, released a seven-page state- 
ment on October 12 in which he accused 
the prime minister of presenting an “in- 
complete picture and one-sided opin- 
ions.” Asserting that he had not been 
questioned once by the government about 
the affair until the prime minister's state- 
ment, Kamarul said that during his six- 
year term as chairman he had taken care 
to avoid conflicts of interest, resigning 
from more than 40 company director- 


—— $hips. 


Kamarul also claimed that he requested 
“emoluments” from BBM commensurate 
with his earlier income only, insisting — 
contrary to newspaper reports — that he 
had planned to leave the job once the gov- 
ernment had transferred the bulk of 
BBM shares to bumiputra (indigenous 
race) interests. (The major shareholder 
since 1981 has been Permodalan Nasional, 
the national equity corporation, with 
some 80%. The remainder is held by the 
Ministry of Finance.) In any event, 
Kamarul said, his health, not the govern- 
ment, forced his departure. 

Kamarul stressed that he had not sat on 
the boards of any of BBM's six subsidiary 
companies, including BMF. The directors 
of these companies, he said, were ex- 
pected to act autonomously — “I was not 
involved, directly or indirectly, with the 
granting of facilities or loans to any BMF 





client." Kamarul also denied having seen 
(before leaving the bank) an auditor's re- 
port which reportedly noted a 108% in- 
crease in outstanding BMF loans over the 
previous year. No one from the auditor's 
office contacted him before or afterwards, 
he said. 

Kamarul also said his "emoluments" 
were approved in 1979 by the BBM board, 
and were paid from BMF profits in Hong- 
kong dollars for tax reasons. “1 received 
only what was just and appropriate for me 
to receive." He blamed the present affair 
on decisions made after his departure. 

Kamarul's spirited defence created a 
stir, as did his remark at a press confer- 
ence that Mahathir's accusations were 
"the unkindest cut of all." The prime 


minister reacted to all this the following 
day by saying, "let the people decide 
[whose version of events is correct]," 
which caused interest here insofar as the 
Malaysian leader generally has taken the 
line that the people's voice was heard most 
emphatically at last year's general election 
and that it is up to government to make the 
decisions. 


n the same week, the governor of Bank 

Negara (the central bank), Tan Sri Abdul 
Aziz Taha, refused to reply to assertions 
by Kamarul that the central bank must 
have known, and approved, of BMF 
loans. The pace quickened further when 
Kamarul's successor at Bank Bumiputra, 
Nawawi Mat A win, announced that major 
"restructuring" of BMF would be under- 
taken shortly. Apart from allowing that 
Kamarul was "entitled to his opinion" 
about current management standards at 













» „тү ? 

In ia interview with the REVIEW on Oc- 
tober 15, Kamarul went into his version of 
the affair more deeply, claiming he was 
still constrained by banking laws from re- 
leasing detailed information and that he 
did not want “to fan the flames.” He 
nonetheless disclaimed any inside know- 
ledge of the BMF loans. Kamarul said 
that, as BBM chairman, he “routinely re- 
jected” applications from people — 
“some [of them] highly connected” — for 
Malaysian-dollar loans to remit overseas. 

Kamarul described the loan disaster as a 
result of “mismanagement” after his de- 
parture. His main worry, he said, now 
centred on a need to prevent the affair 
from harming the basic instruments of the 
New Economic Policy (NEP). In this re- 
spect, Kamarul told the REVIEW that cov- 
ering BMF losses could significantly affect 
Permodalan Nasional's operational pro- 
fitability. (Initially funded by the govern- 
ment, Permodalan Nasional began opera- 
tions in 1978, buying shares in large com- 
panies — most notably in the plantation 
sector — and distributing the benefits to 
bumiputras through the Amanah Saham 





unit-trust scheme in which, by August 31 
this year, 1.35 million bumiputras had in- 
vested M$964 million [US$411.1 mil- 
lion].) He also suggested that forced resig- 
nations will deprive BBM of people who, 
while they have made mistakes, are also of 
"high calibre." Kamarul said the affair is 
being handled by the government in a way 
that saps morale. “Aloof management" in 
particular, is leading to BBM staff resent- 
ment. 

Kamarul acknowledged that loans of 
the magnitude given to Carrian would 
necessarily, and routinely, have been sub- 
ject to approvals from the central bank 
and from the government. “The BBM is 
not an ordinary bank. Because of its ties 
with government, it has characteristics 
that other banks don't possess. No impor- 
tant decisions are taken without the agree- 
ment or knowledge of the government or 
the central bank," he said. 
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1 ancy fees" men- 
tioned by the prime ster, if true, were 
certainly i improp said, but accepting 
a "bonus" from BMF was permissible. "I 
do not think а borus for, say, Ibrahim 
ДЈааѓаг, BMF's managing director]. was 
illegal." 

Malaysia's la est-ever case of financial 
mismanagement (in terms of amounts 
lost) may have important long-term reper- 
cussions for the workings of NEP. 


Hongkong: Following objéctions to the 
appointment of  accountancy firm 


Touche Ross & Co. as provisional: 


liquidators of Carrian Holdings on the 
grounds of possible conflict of interest 
(Review, Oct. 20), two members of 
another accountancy firm, Ernst and 
Whinney, have been brought in as joint 
provisional liquidators. 


exist to fill key slots left vacant by the res- 
ignations, he said. More tellingly, he said 
the affair shows that management de- 
ficiencies could also be revealed else- 
where in Malaysia. “Three or four Car- 
rian-like problems. are looming within 
Malaysia in the 1980s," he said. "There 
will be another Carrian, perhaps affecting 
one of the high-fliers, even Permodalan 
Nasional itself." 


amarul’s reference to Permodalan 
Nasionalis thefirst time the financial 
position of BBM's majority shareholder 
has been raised here in association with re- 
cent events. Elaborating on his remarks, 





i ‘Bumiputra Malaysia Finance (BN 


There is Маселени over the $ 
BMF's loans to the Carrian group, 
apparent disagreement with other 
ditors over rights to certain property 
security. 

Strong feelings about Touche R 
appointment still exist among certain 
Carrian creditors and it remains ti 
seen whether the creditors as a body 
appoint them as liquidators once fij 
winding up is approved by the court 

— PHILIP BOWRE 


might not be able to identify with € 
plete accuracy the present profitabilit 
even the exact number, of enterprise 
within its portfolio. 

“The question is,” Kamarul said, 
ther the.portfolio balance is right. 
reference to the Amanah Saham unit 
scheme — which promises its investo 
dividend of not less than 10% a yea 
Kamarul said that "a guaranteed divid 
means a commitment. The trouble f 

can never tell what will happen: H yo 
portfolio is not sufficiently wide, it can b 
come a juggling act. 

Since leaving BBM last year, кана 





has not been prominent politically, | 
failed in June n to gain a seat Om 
supreme council of the United Mala N 
tional Organisation (the dominant p 


Kamarul identifies morale’ as the most | Kamarul said, Permodalan Nasional had 
pressing of these. Comparatively few | become animated by a "takeover mental- 
senior bumiputra ез and bankers | ity" to а point where its management 








th ASEAN ASSOCIATION 
4 FOR PLANNING & HOUSING 
CONVENTION 


“ASEAN Cooperation i in Human 
Settlements Development” 


ASEAN ASSOCIATION FOR PLANNING & HOUSING 
(AAPH), cordially invites you to participate in their 
Convention, the 4th in a series spanning the ASEAN 
nations. 


„ The Convention, which will be conducted in English. will. focus on 
‘Cooperation in Human Settlements Development" It Will be held at ^ 
The Regent, Kuala Lumpur, Malaysia from January 22 to 26 1984, 
Highlights: 
Sunday, 22 January 1984 
Opening Address by the Prime Minister of Malaysia, followed by 
Cocktail Reception 


Monday, 23 January 1984 

Technical & Workshop Sessions: 
Urban Housing/Effective infrastructure Provision. 
Asean Perspectives from leading Asean Speakers. 


Tuesday, 24 January 1984 

Technical & Workshop Sessions: 
Financing for Human Settlements/Cooperation in Construction 
Technology. 
Views from World Bank and Asean Leaders. 

Wednesday, 25 January 1984 

Field Trips to View Projects. 

Thursday, 26 January 1984 

Summary and Conclusion 
Closing Ceremony by Datuk Dr Neo Yee Pan, Minister of Housing & 
Local Government. | 


" To register, just fill in the form below, and return it to the 
Convention Secretariat: 
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“4th Asean Association for Planning & Housing Convention 
Convention Secretariat 

7 Jalan Kamuning, Off Jalan Imbi, Kuala Lumpur, MALAYSIA 
Tel: 434207/434185/434133 TIx: MA32485 


Name (underline surname): 








Postal Address:.. 





Company/Organization; 


Accompanying Person: ee 
(Social Member) 


Registration Fee 
Local Participants: MSIA Rat 275/- per participant 
3 MSIA Rot 165/- per accompanying person. 
D MSIA Rgt 385/- per person 
MSIA Rigt.165/- per accompanying person 


Overseas Participants: 


l enclose 


NOTE: 
Payment must be made in Malaysian Ringgit payable to: 


“4th AAPH Convention.” 


Registration Fee for participant includes convention materials... 
and other facilities in the Programme; for accompanying person, 
fee includes 2 day tours, and other interesting social activities. 
Cancellation of registration for Convention participation must be | 
made in writing or telex to the Convention Secretariat by January 
1984 for full refund entitlement. Cancellation received thereafter or 
non-attendance will not qualify for any refund. is 





. as total registration fees. 
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in the ruling National Front coalition) de- 
spite having been in parliament for 10 
years and having been a member of the 
National Operations Council that super- 
seded parliament for 21 months after the 
1969 riots. At that time, Kamarul contri- 
buted to the conceptual thinking that be- 
came the NEP, including plans for creat- 
ing a bank for bumiputras and establish- 
ment of the Permodalan Nasional unit 
trust scheme. 

By October 17, the prime minister had 
again returned to the offensive, stating un- 
ambiguously that the former BBM execu- 
tive chairman had received "consultancy 
fees" totalling HK$1.5 million. Mahathir 
said this sum was fully documented in 
BBM records. That afternoon, Kamarul 
told the REVIEW he had written a long let- 


ter to Nawawi, the essence of which was | 


that while he (Kamarul) still considered 
the “emoluments” received to be “legal 
and acceptable," nonetheless he had de- 
cided that the sum should stay in its trust 
account with BMF. "I have not touched a 
cent of it." 

While Kamarul refused to say whether 


~ the “consultancy fee” figure mentioned by 


the prime minister accurately reflects the 
trust account's balance, he told the 
REVIEW that "compared to the golden 
handshakes received by retiring directors 
from Guthrie or Sime Darby, the sum is a 
pittance." Kamarul said he is still waiting 
for an appointment to meet with the prime 
minister but, as of October 17, this had not 
been granted. Hl 








Site-seers 
must wait 


Singapore postpones a land 
sale for fear of depressing 
the over-supplied market 


By Lincoln Kaye 

Singapore: Developers will have to wait 
at least another three months for a chance 
to bid for the latest bundle of prime cen- 
tral Singapore building sites to be auction- 
ed by the government's Urban Rede- 
velopment Authority (URA). Reflecting 
continued softness in the property market 
(REVIEW, Sept. 8), the URA has post- 
poned its 12th land sale, originally ex- 
pected by the end of this year. 

That will make 1983 the first year the 
statutory board has missed a sale since 
Singapore's construction boom took off in 
the mid-1970s. At URA sales, sites are 
awarded on the basis of the compatibility 
of developers’ project proposals with the 
authority’s development plans, rather 
than simply going to the highest bidder. 
Last year, with land values already falter- 
ing, the URA released 11.15 ha. at what 
were seen as bargain prices. But this year, 
faced with growing gluts in downtown of- 
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Raffles City construction: a softer market. 








fice space, luxury high-rise apartments, 
shopping complexes and hotel rooms, in- 
dustry sources agree that a URA land sale 
would only have compounded the im- 
pending over-supply and further depress- 
ed property prices. 

The postponement is unlikely to hurt 
Singapore's thriving construction industry 
— a mainstay of the economy which has 
accounted for 26% of gross domestic pro- 
duct growth in the first half of 1983. Build- 
ers here are now over-extended with up- 
coming projects including such mammoth 
jobs as the Raffles City and Marina Centre 
hotel/office complexes. And next year, 
work begins on the S$5 billion (US$2.34 
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evelopment” Corp. 
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complex on the site 
cel of any size on Sin- 
.gapore's prestigious Orchard Road. 

But by 1980 the two firms had fallen out 
over development plans and the terms of 
the lease. Ngee Ann relented on its threat 













KFC wings ahead 


Singapore's. only listed fast-food 
operator, Kentucky Fried Chicken 
(KFC), has also become the only local 
firm to issue quarterly results and di- 
vidends. For the nine months ended 
Sept. 30, the group showed pre-tax pro- 
fits of S$4.3 million (US$2 million), al- 
ready above the 1983 profit target by 
31% with a quarter to go. After-tax pro- 
fits stood at $$2.33 million, more than 
four times the S$560,000 logged during 
the corresponding 1982 period. How- 
ever, group turnover, at S$31.1 million, 
stood only 1676 higher than during the 
first three quarters of 1982. Spokesmen 
ascribed the upsurge in profits to re- 
, duced expenditüres, with chicken prices 
lower and fewer start-up costs incurred. 
So far this year, KFC has added only two 
new outlets, bringing its total network to 
22 shops in Singapore. Directors an- 
nounced a third-quarter dividend of 6% 
payable on Nov. 28. — — LINCOLN KAYE 


Tooheys inches up 


Net profit at major Australian brewer 
Castlemayne Tooheys inched up by 
1.2% to A$56 million (US$51.5 million) 
in the year to July 31, from the previous 
year's A$55.3 million. Turnover rose 
10% to A$883.5 million from A$802.9 
million previously. A lower interest in- 
come during the second half was the 
prime reason for the slower profit 
growth; in the first half the net profit 
rose 7% to A$30.4 million. Investment 
income for the year was A$6.6 million, 
down from the A$10.8 million previ- 
ously. The tax provision was steady at 
A$45. 6 million tuc n on A$45.3 mil- 
















| COMPANY RESULTS i 


on which Ngee Ann's headquarters stands 
— to the ОҢА for áuction. Metro would 
be among the bidders and, if successful, 
would receive from Ngee Ann a 27% dis- 
count on its bid price. If Metro lost, it 
would get 27% of the price offered by the 
winning bidder. 

Meanwhile, the government has been 
gobbling up the remainder of Orchard 
Square. In June 1980, it requisitioned 
50,000 sq. ms for urban redevelopment. 
And then, on October 1 this year, it took 
over another 38,954 sq. ms for “infrastruc- 
tural development” associated with an 
MRT station. 

Government land acquisitions are com- 
pensated for at 1973 prices, a discount of 
nearly 60% from the currently estimated 
$$2,000 a sq. m, that the Orchard Square 
site could command. That means that on 
its 27% stake in the property, Metro 
stands to lose about $$12.6 million in po- 
tential earnings. Metro’s share price took 


million). Interest charges reached A$1.7 
million (formerly A$1.6 million). An un- 
changed final payout of 14 A cents a 
share has been declared, taking the an- 
nual dividend to a steady 27 cents a 
share. — BRIAN ROBINS 


A loud thud at TNT 


Thomas Nationwide Transport of Aus- 
tralia turned in a 50% lower net profit of 
A$31.1 million (US$28.6 million) in the 
year ended June 30, from the A$62.6 
million profit earned in the previous 
year. Turnover rose 19% to A$1.49 bil- 
lion from A$1.25 billion previously. The 
recession and heavy losses incurred by 
the group's North American shipping 
operation, Trans Freight Lines Inc., 
caused the profit downturn. Pre-tax 
earnings slumped to A$36.9 million, 
from A$83.4 million brought to account 
in the previous year. The tax bill fell to 
A$4 million, from A$19.1 million previ- 
ously. Interest charges reached A$51.1 
million, up from A$43.6 million previ- 
ously, while the depreciation provision 
rose to A$39.2 million (previously 
A$25.7 million). An unchanged 12 A 
cents a share annual dividend has been 
declared. — A CORRESPONDENT 


San Miguel rises 


Net income of San Miguel Corp. of the 
Philippines rose 20% to P176.9 million 
(US$12.6 million) in January-June this 
year from P147.5 million in the same 
period last year, aided by a reduction in 
interest expenditures to P219.8 million 
from P243.4 million. Sales revenue in- 
creased to a little more than P3 billion 
from P2.68 billion. Andres Soriano, 
chairman and chief executive of the bre- 
wery-based conglomerate, said the fast 
rs among its products were beer, 
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Industry sources rémained pu: 
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plex — what the government plans 
with the land, ушет. “infrastruct 
development” might be ) 

commercial ee 
original 116,000 sq. 
be released to the private sector. F 
Organisation and the Kuok Group 
been mentioned as possible 




















But developers may be exe for: 
ing a lack of urgency shout. et 







current market conditions № 
any assurance that the property 
show an upturn by next Fe 
March, when the URA land sal ha 
tentatively reset. i 



















ice cream, fruit drinks, dressed chick 
and millfeed. The laggards were pla 
containers and corrugated-carton box 
He feared, however, that the rece 
valuation of the peso and the exp 
acceleration of inflation would ady 
affect results in July-December. 7 
~~ LEO GONZ, 


Globe-Mackay on 


The June devaluation of the Philippi 
peso was cited as a positive factor f 
Globe-Mackay Cable and Radio © 
by its chairman, Jaime Zobel de Ayal 
when he reported that net income oft 
telecommunications firm rose 37%. 
P28.95 million (US$2.1 million) in th 




































lion in the same period last year, Z 
pointed out that some of Globe M: 
kay's receivables were in foreign curre: 
cies, principally in US dollars. Не 
said that the company benefited fro 
management strategy of raising fun 
through the issuance of preferred shal 
rather than i incurring debt. 

= LEO GONZAG 


Arnotts notches gain 
Major Australian biscuit. manufacturer 
Arnotts lifted its net profit by 12.4% to 
4$19.3 million (US$17.2 million) in 
year to June 30, from A$17.1 mil 
previously. Revenue during the ye 
rose by a similar margin, reaching A$447 
million, from A$399 million. The in- 
terest bill climbed to A$4.3 million (pre- 
viously A$3.9 million) while the de 
ciation provision rose to A$8.9 millio. 
(previously A$7.8 million) and the {а 
рер to A$14. 9 million ٤ A$12. 2mi 








































Куо succumbed to selling pressure. 


INGKONG: On the final day of the holiday- (and 
yphoon-) shortened period the market rose. follow- 
the announcement on Oct. 15 that the Hongkong 
lar will now be linked to the US dollar at a guiding 
> of HK$7.80:US$1. The Hang Seng Index closed 
“period at 771.55, ир 17.59 points or 2.3%. Aver- 
daily turnover was HK$88 million (US$11.3 mil- 
n}. though on the final day it rose to HK$197 mil- 
Sentiment remains acutely nervous, with atten- 
fixed on the next round of Sino-British talks 
began in Peking on Oct. 19. Another fear is 
any renewed bout of political jitters under the 
linked currency would boost interest rates. 






















» Despite uninspiring fundamentals, 672.9 
on shares worth P97.3 million (US$6.95 million) 
inged hands, the biggest in some months. Expec- 
$ of another currency devaluation offset erratic 
tals price movements and the prolonged inactivity 
> oil-exploration front. Among mines, gains 
ed from P2.and P15 for high-priced Atlas and 
uet, respectively. to 2 centavos and 4 centavos 
w-priced Lepanto and Philex. Enthusiasm for 
$ producers later spread to issues which have 
been inactive, Although more vulnerable to cost 
игез of a cheaper peso. being essentially non- 
earning, commercial-industrials also rose. 









0:. Profit-taking combined with nervousness 
international and domestic political develop- 
5 to drive prices down in a period marked by 
tic trading. The guilty verdict on former prime 
ter Kakuei Tanaka, convicted of bribery and re- 
d charges in connection with Japanese negotia- 
for the purchase of Lockheed aircraft, had an 
tling effect on the market but did not result in 
Vy selling because it was widely expected. Some 
chips lost favour owing to negative news about 
achi's terms for settling with IBM, the outcome of 
earlier incident involving industrial espionage. 
kkei-Dow Jones Average closed at 9,420.90, 

п 141.58 points on the period. 















Australian All-Ordinaries Index fell 19.8 points 
lose the period at 687.8. Most analysts expect the 
larket to fall further, possibly to around 660, before 

ottoms. Selling pressure; however, has been on a 
mited scale so far. The weakness is a direct result of 
ng commodity prices especially of copper, which 
€ led major mining companies to reassess future 
Rings potential. Most indices have lost ground, 
the exception of the Solid Fuels Index which has 
up well after the heavy price falls experienced by 
st coal stocks earlier this year. 


NEW ZEALAND: А good result from Brierley with 
all bonus issue and a large (one-for-one) rights 
пе (on very generous terms) caused the index to 
ісе higher early in the périod. Otherwise, prices 
failed to hold the gains made at the end of the 


















| parting of the ways - 
TER losing inspiration at mid-period following Wall Street's decline, Asian markets went 
own ways to close mixed in the period to Oct. 17. Hongkong investors, enthusiastically 
ceiving the government's move effectively pegging the Hongkong dollar to the US unit, 
odded the Hang Seng Index to a further recovery. Manila, behind a 12.6% surge in the min- 
g index, recorded its biggest turnover in several months, Among the losers, Australia and 


JSTRALIA: with the market remaining bearish, | 
of several listed companies had eroded investor con- 











exit on the realisation that days of easy gains had 
come to an end. With three big oil floats still to list. 
the oil-exploration sector still has some interesting 
days ahead, | 


SINGAPORE: the market snapped out of its dol- 


drums at the period's start under the influence of 
Wall Street's rise, with Fraser's Industrial Index gain- 
ing 35.32 points on Oct. 11. But when New York 
share prices flagged at mid-period, so did Singa- 
pore's. The index slid nearly 45 points over the mid- 
dle of the period, before rallying on the final day to 
close at 5,554.03, up just 13.62 points for the period. 
Average daily turnover was an anaemic S$21.6 mil- 
lion (US$10 million), compared to 5527.6 million in 
the previous period. І 


KUALA LUMPUR: ^ variety~of influences af- 


fected the market during the period, including the 
negative effect of the fallout from Hongkong result- 
ing from the Bank Bumiputra-Carrian affair, and the 
positive impact of greater numbers of Hongkong in- 
vestors in the local market. The turnaround in Wall 
Street sentiment at mid-period coupled with cautious 
trading in advance of the. October 21 budget com- 
bined to more than offset renewed buying interest in 
plantation stocks prompted by à forecast price rise 
for natural rubber to M$5 (US$2.13) by the begin- 
ning of 1984. Overall, prices recovered somewhat. 
































SEOUL: Institutional investors bought heavily dur- 
ing the period to prop up the market against а col- 
lapse in the wake of a series.of banking scandals and 
the Rangoon bombing. The government's release of 
Won 30 billion (US$38 million) in emergency loans 
to the market helped big buyers but small investors 
remained on the sidelines. The composite index reco- 
vered 3.47 points to close the period at 119.05. Aver- 
age daily volume rose from the previous periods 5.9 
million shares to more than 10 million. 

















TAIPEI: Investors stayed out of the market en 
masse as share prices plunged across the board. 
Analysts generally agreed that the financial troubles 






fidence. Trading volume was off more than 20%, 
with value turnover averaging NT$667 million 
(US$16.7 million) a day. Although the weighted 
index rose slightly on the final day to reach 705.74, 
that level was still down almost 15 points from the 
previous period. 















BANGKOK: The aftermath of the financial crisis at 
Equity Development Finance and Securities Co. 







Baht 2 $1.1 million) 
the Book Club Index shed a further 2. 
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Oct. 11 704.7 
Oct. 12 695.3 
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We care enough to remember 
what you were eating last month. 





“My frequent passengers are always pleasantly surprised when they see that our menus, in all 
three classes, change each month. The simple act of changing our main course seems to make 
constant travelling more interesting. Which is understandable because being able to serve a 
different meal each month gives me almost as much pleasure.” 


© Lufthansa 


German Airlines 


126 destinations within 70 countries and 6 continents throughout the world. 


One of the reasons you may be in- 
terested in electronic typewriters is that 
they can type letters more quickly and 
more efficiently. Now Canon's high- 
precision AP500 can store documents 
on disk to help you keep your paper- 
work under control. 


Canon's complete 





now offers you 


The Canon АР500 is no larger than an 
ordinary electric typewriter and no 
harder to use, yet it has powerful fea- 
tures to speed you through the tough- 
est typing assignments. Editing is done 
on a bright fluorescent screen. Center- 
ing and underlining are automatic. Even 
the most difficult tasks like line framing 
of charts and column layouts are han- 
dled with ease 
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And now there's permanent magnetic 
storage on convenient floppy disks. The 
AP500 has an optional interface that lets 
you connect it to our AP89 disk drive 
unit. After you type a letter or a report, 
you can store it on disk. If you need to 
write a similar letter or want to make 
changes to the original, you simply call 
it up from disk memory, and make any 
corrections or modifications you like. 
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It deserves close attention by anyone к LCD display, RS232C interface 
looking for an excellent investment in secas 
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SOCIOLOGY 


Tradition and technology 


Japanese Crafts by John Lowe, photo- | can take many years. The training of 
graphs by Mark Lowe. John Murrary, | à sushi cook, rightly included in this 
London. £15.00 (US$22.50.) book, starts off with several years of 

mopping floors. 

Japanese arts and crafts are surrounded 


WHILE computer fiends and high- 
technology freaks continue to flock to | by an aura of mystique and secrecy. Great 
Tokyo for the latest in bleeps and blips, | masters do not teach their pupils 
Japan remains a magnet for connoisseurs | techniques, but "secrets" which outsiders, 
of homespun arts and crafts. Some have | least of all foreign outsiders, could never 
pointed out a connection between the | hope to understand. Much of this serves to 
two; between, that is, the craftsmanship | strengthen the authority of masters. When 
that goes into a miniature cassette record- | a pupil, after years of being bullied, finally 
er and the skill of a traditional umbrella- | gets to be a master himself, he is the last 
maker. Arts were never really distin- | one to debunk the myths of his trade. 
guished from crafts in Japan, mainly be- It is to the credit of John Lowe that he 
cause there is no individualistic tradition. | has sought out so many of these masters 
As John Lowe rightly says: “Crafts retain | and his descriptions of the difficulty of this 
a ‘living place’ in life, and do not, as in | task are often amusing. He also does his 
most other places, become the govern- | bit to debunk some of the myths spun 
ment-subsidised toys of tourism." around them by pointing out that what 
What is more, the quality of Japanese | they claim to be unique features of their | | Kitchen knives: art in craft 
crafts, whether it is pottery, incense-mak- | craft, can actually be seen all over the 
ing or raw-fish-cutting, remains very high | world. Having said this, he does tend to | is to describe the continuity of tradition in 
indeed. Such crafts are an example of the | contradict himself by using the word | Japan; not just by showing the old tradi- 
Japanese talent to refine and improve | unique several times in almost every chap- | tions, which still exist, but by demonstra- 
rather than innovate. Craftsmanship is | ter. He also shows too much fondness for | ting old ideas in modern forms. 
learnt by imitating a master over and over | that overworked adjective "incredible." Finally, one word of criticism: in a book 
again until one gets it just right. This What he does supremely well, however, | like thisthe photographs are perhaps even 


























THE MULTIPURPOSE SATELLITE : 
credibility, flexibility, high performance . 


Aerospatiale and its partners have developed this high performance 

multipurpose satellite for regional and domestic markets. Already selected by 

Arabsat, this spacecraft is ready to fulfill a wide variety of communications missions: 
5 medium power KU or S band direct TV transponders. 
24 C-band + 2 KU or X band telecommunications transponders. 
25 C-band telecommunications transponders + 1 S-band community TV transponder. 














Incense and jar: continuity of tradition 


more important than the text. It is a pity 
that the photographer, who is a biologist 
and scuba-diver, as well as the author's 
son, often does not show sufficient 
technique to do the subjects justice. 

IAN BURUMA 


'erospafic 
"espero" 
ospa% 





GEOPOLITICS 


A firebreak їп Europe 


Soviet Foreign Policy: The Brezhnev 
Years by Robin Edmonds. Oxford 
University Press. £4.95 (US$7.40) 


THIS eminently lucid and readable book 
is designed as a follow-up to the author's 
previous volume, Soviet Foreign Policy, 
1962-1973. A former minister at the 
British Embassy in Moscow, Edmonds 
states that the present work has been in- 
fluenced in its portrayal of China by long 
talks he had with Chinese officials in Pe- 
king and Shanghai in recent years 

In a felicitous style, the author surveys 
the world as Moscow may have seen it 
over the past decade. “For a Soviet leader- 
ship whose constant endeavour was to re 
sist internal change, what was needed on 
the perimeter was a ring of stable re- 
gimes with which the Soviet Government 
could develop at least tolerable relation- 
ships. Instead, as the 1970s drew to a 
close, what they saw on the Soviet Union's 
Asian perimeter and in the countries ad- 
joining it further south was convulsion and 
change, little of which could be turned to 
immediate Soviet advantage.” 

Essentially the book is Eurocentric, 


aerospatiale 
Division Systèmes Balistiques et Spatiaux 
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viewing Europe — as the Chinese view it 
— as the most dangerous area of potential 
conflict between the Soviet Union and the 
United States, even the possible theatre 
for a war in which the superpowers would 
not attack each other with strategic nu- 
clear weapons. Edmonds’ recipe (again 
similar to that of the Chinese) is for West 
European countries to pool their 
sources for defence — especially conven- 
tional defence so that they need not be 
forever hitched to the American cart in 
matters of war and peace. Or, indeed, so 
that the US should not always have 
Europe at its apron strings 

This reviewer would take issue with 
what seems to be the author's Kissingerian 
view that because the Soviets intend to 
stay in Eastern Europe, they have a right 
to be there. Actually the Soviets will not 
forever be content with Eastern Europe 
alone — their long-term strategy clearly is 
to occupy all Europe then make peace 
with the Americans. It is the civilising in- 
fluences from Eastern and Western 
Europe that may eventually deflect them 
from this strategy and change their own 
system for the better. — DAVID BONAVIA 


re- 





LETTER FROM PERTH 


class of new migrants learning Eng- 

lish in Perth said they wanted to be 
in Australia for thé climate, the friendly 
people, and the easy-going lifestyle. 
Around a table were Poles, Indochinese, 
a German, some Turks, Malaysians and 
a Burmese couple. A few admitted that 
jobs and housing had proven to be much 
bigger problems than expected, but no 
one seemed prepared to let parochialism 
get in the way of settling down. 

"Put it this way, we don't find much 
evidence of people disliking it so much 
they want to leave Australia again," said 
the director of immigration at the Aus- 
tralian Commission in Hongkong, David 
Wheen. It is the practicalities new mig- 
rants are most keen to hear about, he 
said, especially details of how they can 
get the rest of their family to join them. 
Australia's Labor government has intro- 
duced а new emphasis into the accep- 
tance of migrants, allow- 
ing family reunion cases 
to take priority, doing 
away with the proficien- 
cy-in-English — require- 
ment, and aiming at a di- 
versification of refugee 
sources away from Asia 
to Central and South 
American countries. 

"Settlement in closed 
enclaves is not encour- 
aged. [And] migrants 
should integrate into 
Australia’s multicultural 
society but are 
given the opportu- 
nity to preserve 
and disseminate 
their ethnic herit- 
age," said Minister 
for Immigration 
and Ethnic Affairs 
Stewart West, in a 
speech which sig- 
nalled a drift from 
previous slants to- 
wards highly skill- 
ed and financially 
well-off migrants. 
Foreign Minister Bill Hayden predicts 
the country will have a "Eurasian" 
character in the future. 

But behind the big words, the much- 
advertised multiculturalism can only 
come about through attitudinal change, 
says social worker Robert Chelliah, of 
the Perth Asian Community Centre. 
"The government is just responding to 
circumstances, when people need to 
think much more of integration rather 
than assimilation," he said. Entrenched 
prejudice compounded by ignorance of 
Asians' needs prompted Chelliah to 
propose the centre in 1976. 

Housed alongside the Burmese As- 
sociation, the Christmas and Cocos Is- 
lands Welfare Office, and the Human 
Rights Commission, the Perth Asian 








Community Centre is a halfway house 
between dazed new arrivals and “the sys- 
tem." 

Chelliah said: “It is vital for minorities 
to reaffirm themselves and to gain 
strength in an environment where they 
are made to feel disintegrated. This 
centre is to give us an identity — not to 
confront anyone but simply to claim 
equal opportunities." And the variety of 
literature at the centre shows that these 
minorities include anyone from Chinese 
through Vietnamese, Arabs, Greeks, 
Poles, Portuguese, Spaniards, Italians, 
French, Germans to Turks. 

The Australian Government first for- 
mally acknowledged migrants’ “right to 
ethnicity” in the Galbally Report of 
1978, the 54 recommendations of which 
were fully accepted by the government 
of the time. Now Labor has created the 
Ethnic Affairs Commission which marks 
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Chelliah; the centre 's HQ: a halfway house. 


culture which only serves to reinforce in- 
equalities. For ourselves we don't distin- 
guish between refugees and migrants. 
It's true that in the average person's 
mind refugees are scruffy, helpless and 
hungry, but we see that as simply a fail- 
ure to catch up with the politico- 
economic situation of the 20th century." 
The centre's staff spends its time ad- 
vocating legal rights, sorting out tax or 
rent problems, helping in the job and 
home searching, interpreting govern- 
ment jargon, organising emergency ac- 
commodation and responding (0° crises 
in the Asian community 
as they arise. “We have 
just identified the need 
for more work on family 
breakdowns, as often the 
older generation in a 
family is left behind in 
the absorption of a new 
language and culture. So 
we are looking at setting 
up homes in different 
areas specifically for 
older people who find it 
immensely hard to relate 
to their new environ- 
ment," Chelliah said. 
Employment is an 
area fraught with 
exploitative oppor- 
tunities as new arrivals 
are treated as cheap 
labour or syphoned off 








"tremendous progress" by introducing 
the legal instruments necessary to allow 
equal access for all. 

This recognition of migrants' needs 
and services gave the Perth centre legiti- 
macy, and has made talk of the full ac- 
ceptance of new arrivals less embarrass- 
ing, according to Chelliah. It also 
means the centre now receives a grant 
from the government of A$30,000 
(US$27,450) which is supplemented by 
churches and by efforts at self-suffi- 
ciency on the part of the centre. 


О government plan has been to link 
an Indochinese family to a Perth 
family immediately on their arrival, for 
social and practical liaison. The only 
problem with this, suggests Chelliah, is 
that two completely different cultures 
are thrown together with little facility to 
absorb the shocks. 

“And the government did a terrible 
thing,” he added. “They tried to make 
people feel sorry for refugees. They 
created pity in the minds of the dominant 


into the less desirable 
jobs. Domestic and catering work are 
the most common jobs found and only 1- 
2% of migrants get jobs actually using 
their qualifications. “The rest do menial 
shift work of the last-hired, first-fired 
variety,” said Chelliah, who added that 
sexual harassment of Asian women, 
especially in domestic work, was not un- 
common. 

Moreover, while the migrants may 
have jobs, this does not always mean 
they are part of the society in other ways 
such as participating in union activities, 
standing for election on councils, and the 
like. These tasks require the ability to be 
articulate, not just technically proficient 
in a language, and they require a confi- 
dence that one will be listened to. “Most 
people arriving now are coming from a 
semi-military situation,” noted Chelliah, 
referring to closed refugee camps 
throughout Southeast Asia. “This means 
they have to adjust pretty fast from being 
told what to do, to making their own de- 
cisions in all aspects of their own liveli- 
hood.” — A CORRESPONDENT 
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Feeling the pulse 


K. Das’ report on the closure of Nadi 
Insan (Human Pulse), our bilingual 
monthly magazine [REVIEW, Oct. 6], 


suggests that the editors were foolhardy | 


and indiscreet in publishing our February 
1983 issue which drew the first (not sec- 
ond, as his report implies) "show-cause" 
letter after the banning of the December 
1982 issue. Discretion, to Das, means self- 
censorship to us — the kind of self-censor- 
ship which has sustained a virtually com- 
plete news blackout of the permit with- 





drawal in the Malay-language press, for | 


instance. 

Although restrictive press laws force a 
certain degree of self-censorship on all 
publishers, editors and authors in 
Malaysia, the alleged reason for the with- 
drawal of our publication permit basically 
implies that independent periodical publi- 
cations cannot publish material on inter- 
national affairs which may conceivably of- 
fend neighbouring governments. 

As we explained at our press confer- 
ence, which Das attended, the December 


1982 issue was banned about two months | 


after publication, after protests from 
Brunei's colonial government to the 
Malaysian Government. Nadi Insan was 
not the sole object of these official protes- 
tations — even Dewan Masyarakat, à 
widely circulated monthly published by 
the official Dewan Bahasa dan Pustaka, 
received similar treatment for an inter- 
view it had published with a former leader 
of the Brunei People's Party, who is now a 
high official in the Sabah Foundation. 

No further recitation of similar exam- 
ples of such press restrictions is neces- 
sary in view of the REVIEW's own experi- 
ence with the Brunei Government. We 
also pointed out at the press conference 
that the “offending” February 1983 issue 


had gone to press by the time the minis- | 


try notified us of the banning of the 
December 1982 issue in late January 
1983. 


As Das correctly points out, the suspen- 


sion was allegedly due to a "soft" inter- 
view with Tunku Wira, leader of the Pa- 
tani United Liberation Organisation. As 
former MP Tan Sri Tan Chee Khoon has 
pointed out in his weekly newspaper col- 
umn in the daily tabloid The Star, Wira is 
not only related to established politicians 
in both Thailand and Malaysia, but also 
"lives in Kota Baru and is allowed to move 
freely in Malaysia." 

Das flatters us misleadingly by claiming 
that we "represented what can be called 
the Malay Left." Insan's role has been far 
more modest. As a voluntary non-profit 
research and educational organisation, we 
have been committed to furthering scien- 
tific, progressive and patriotic thought 
consistent with the pursuit of human rights 
and justice as well as national unity and 
self-reliance. 

In pursuing these goals, we have often 
found common cause with the Left as well 
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as Islamic and other religious organisa- 
tions, public-interest and professional 
groupings, labour unions, opposition poli- 
tical parties and even the government. Al- 
though the Malay Left traces its origins to 
the fluid early anti-colonial struggles, in 
the post-war period, it emerged in party 
form through the Malay Nationalist Party 
(PKMM) of the late 1940s and the 
People's Party set up in 1955 which exists 
today as the Malaysian People's Socialist 
Party (PSRM), contrary to Das’ denial of 
its existence. 

As for the Malay Left being allegedly 
anti-Islam, the PKMM was led by the late 
Dr Burhanuddin Al-Helmy, who sub- 
sequently also led the Pan-Malayan Is- 
lamic Party (Pas), while Kassim Ahmad, 
the current chairman of the PSRM, once 
led the Islamic Society at university and 
has been an active proponent of Islam in 
diverse fields. Also, contrary to what Das 
implies, Insan, though Malay-led, is far 
from being an exclusively Malay organisa- 
tion. It enjoys — as Nadi Insan reflected 
— support and participation from non- 
Malay Malaysians, including Chinese, In- 
dians, Dayaks, Kadazans, orang asli 
(aboriginal peoples) and others. 

Finally, we hope that Das’ conclusion is 
not meant to be taken seriously — that 
there is little indication that Nadi Insan 
was punished because of its political per- 
suasions. If we are to believe the histo- 
rian’s apologia, which he quotes approv- 
ingly, Nadi Insan is effectively being ban- 
ned because we failed to appreciate the re- 














“A forgotten elegance returns 
to Honolulu with the new Halekulani.” 


he new Halekulani is able 

to fulfill the expectations 
of even the most impossible per- 
fectionist, to whom elegance is 
an integral part of daily life and 
style is nothing more than a 
natural attribute. 
Five acres of gardens stretch to 
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lationship between business cycles and 


press freedom! MOHD NASIR HASHIM 
Chairman, Insan, 


Petaling Jaya Chief Editor, Nadi Insan 


The Africa option 
In view of China’s 
insistence on recov- 
ering both sover- 
eignty and adminis- 
tration over Hong- 
kong in 1997 and 
Britains commit- 
ment to a solution that will be acceptable 
to the people of Hongkong, China and the 
British Parliament, I would like to pro- 
pose a realistic negotiating stance to Am- 
bassador to China Sir Percy Cradock that 
takes all this into account and tries to 
capitalise on China’s stated position that it 
will tolerate administration by Hongkong 
Chinese. This stance should push for a sol- 
ution that uses as an example the relation- 
ship developed between France and its 
former colonies in French West Africa. 
This relationship was based on the crea- 
tion of a community at the end of the colo- 
nial era which all the former colonies ex- 
cept Guinea joined. Although the com- 
munity has since lapsed, its spirit is still in- 
tact (the durability of this spirit was evi- 
dent at the recent Franco-African summit 
conference in Vittel) and large numbers of 
French administrators, advisers, busi- 
nessmen, military bases and the CFA 
franc remain. While these French-speak- 
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Waikiki Beach. The cool, tropi- 
cal-white interior of each spacious 
guest room leads to its own lanai, 
with truly spectacular views of 
Diamond Head and the ocean. 
The new Halekulani is born, and 
Honolulu will never be the 
same again. 


Halekulani 
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instruments from Cross to express 


your gratitude for a business 


relationship. With your corporate 


emblem, they become a daily 
reminder of your company's 
appreciation. For more helpful 
information, write on your 
company’s letterhead. 
A.T. Cross Company, 
45 Albion Road, 
Lincoln, RI 02865 U.S.A. 
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Back when Boston was a bustling seaport of 17.000 We were the first to offer long-term, unsecured business loans... 
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pened for business. — — 
C. Over the past 200 years we have 
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remain |. 


far more stable and prosperous than 
most of the rest. of black Africa, and the 
CFA franc (linked to the French franc) is 
one of the few negotiable black African 
currencies. 

It may be that a negotiated relationship 
allowing special Hongkong-British links 
based on mutual interest-as abové would 
not only satisfy China, parliament; and 
the people of Hongkong but would also 
gain international confidence. that will 
underpin Hongkong i 
London CHARLES de BOISSEZC 
In all the controversy currently. raging ‹ on 
the 1997 debate, one factor which emerges 
very clearly is that the British Govern- 
ment serves à$ a most useful scapeg it. 
Whatever it.dóes as regards this very seri- 
ous problem, it will be blamed by some- 


body who is not privy to the negotiations 
"for.not having taken their advice. 


It may well be that: ongkong people in 
eforthe British, and I 

am. certain: that the British do not even 
seek such affection. But it does seem curi- 
ous that since 1949.so- many people have 
sought the sanctuary of Hongkong, but, as 


sanctuary in China by fleeing Hongkong! I 


can understand that the: eople of Hong- 
kong want to preserve their social system 
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| far as І am aware, nobody has sought | 





sovereignty, how anybody. 
expect this to be achieved 
flict of interests arising. ` 

Since 1945, all the old colonial 
have hived off the responsibility of e 
whereas the communist empire 
grown. Had circumstances made the situ 
tion less delicate, then I feel cert 
Hongkong would by now be a 
sovereign. state, as is Singapo 
would have achieved. even 
economic miracles than t : 


the сор of. (Hongkong А 


| make provision for th 


have already 
street who 4s 


pert advisers. 


| London 


Opting out . 

Your article on the car industry [REVI 
Sept. 22] states that Spain “will join" 
European Community. Because of 
eral problems, mostly in the agricultura 
field, it is unfortunately very unlikely th 
Spain will be able to join the communi 
next year. 


Paris ROBERT DUJARR 


FOOD AND AGRICULTURE ORGANIZATION 


OF THE UNITED NATIONS, ROME, ITALY: 


IRRIGATION AND DRAINAGE ENGINEER 


The FAO/World Bank Cooperative Programme invites applications for the above 
vacancy. Appointment will be of three years initial duration, stationed i 
Rome, but involving frequent travel to developing countries. The main duties i 
volve participating in or leading missions concerned with identification and pre- 
paration of irrigation and drainage projects and providing technical advice upon: 


these projects. 


ESSENTIAL QUALIFICATIONS: University degree in civil engineering or equiva- 
lent followed by ten years professional experience in the planning, design and: 
construction of major irrigation, drainage and land reclamation works. The above. 
experience must have been obtained in at least two developing countries, includ- 
ing the humid tropics. A high standard of report writing is required. 


LANGUAGES: Full working knowledge of English. 


SALARY: Depending upon level of appointment, from US$36,000 to US$46,000 
per annum net tax-free including cost of living and other allowances. 


Applications will only be considered from candidates possessing all the essential 


qualifications, who should send detailed Curriculum Vitae quoting this advertise- · 
ment to Mr. T.R,. Short, Personnel Officer, TE FAO, Via delle Terme di 


Caracalla 00100 Rome, Italy.’ 
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How to get 


To get the right answers froma 
computer, you have to ask the right 
questions. But what are the right 
questions? 

Most Management Information 
Systems won't help very much. 
Because with most MIS's, you can't 
probe at random. The specifications for 
information — your questions — must 
be precisely defined, so that they can 
be programmed. No program, no data. 

Now meet the Sperry 
MAPPER™ System. 

MAPPER is a unique Decision 
Support and Development System 
designed for our Series 1100 
computers. 

MAPPER does what no MIS has 

- ever done before. It makes the com- 
puter follow your natural thought pro- 
cess. It allows you to explore. Without 
rigid procedural barriers. 

— A Ask a question, get an answer. If 
that provokes another question, fine. 
Ask it. 

In this way you investigate options. 

^ Examine "what if" scenarios. Browse 


Sperry Ltd., 


theinformation you need 








+ SPERRY 


We understand how important it is to listen. 


at will among the vast information 
resources of the mainframe. Shape the 
data to your needs, as they evolve. 

All with astonishing facility. You 
work with simple English-language 
commands, And most of the time, you 
can implement requests with six key- 
strokes or less at your desktop 
terminal. 

Which means that you spend less 
time gathering information. And that, 
in turn, leaves you more time to work 
with it. More time to evaluate alter- 
natives, gain insights. More time to 
think. More time, ultimately, to be an 
effective manager. 

The fact is; MAPPER can increase 
managerial efficiency at all levels 
within your organisation. Each depart- 
ment head, for example, can develop 


36/F., Sun Hung Kai Centre, 


Wanchai, 
Hong Kong. 


Tlx: 74516 UNIVA HX 
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his own customized reports whenever 
the need arises. Without the help of 
a programmer. 

If all this sounds a bit too good to be 
true, we invite you to try our 
“MAPPER Challenge.” Give us a cur- 
rent problem where lack of infor- 
mation is the major obstacle, and we'll 
give you the opportunity to solve it— 
hands-on, at a computer terminal, 
with MAPPER. 

For hands-on experience that could 
forever alter your professional effec- 
tiveness call our marketing office. In 
Singapore call 224 8333. In Hong Kong, 
5-749311. We're still listening. 


MAPPER’ 


Sperry Pte. Ltd., 
7/F., The Octagon, 
105 Cecil 3, 
Singapore 0106 


Tlx: VACSIN RS20844 
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The official label for China’s latest campaign is ‘consolidation’ 
but this is just aeuphemism for the dread word, purge. The target 
is the 40 million-strong Chinese Communist Party, and by the 
time the campaign ends in three years, about 3 million party 
members may have been disgraced or disqualified. The master- 
mind behind this massive effort is paramount leader Deng Xiao- 

ing, who is тап his final bid to swing the bloated party be- 

ind him and his Right-leaning policies. Peking correspondent 
David Bonavia reports. Bonavia also examines the party ap- 
paratus in one region, Guangxi, and says that leftism in the pro- 
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Page 16 

A strengthening of the Official 
Secrets Act gives Malaysia's con- 
stitutional crisis a new twist. 


Pages 18-19 

As the question of succession is 
debated іп the ا‎ 
Washington sticks firmly to 


principles. Meanwhile, Australia 


reconsiders a defence deal. 
Page 20 


kong does not necessarily mean 
a brighter outlook. 


Page 27 

A row over a row causes a hiccup 
in ا‎ defence relationship 
with the United States. 


Page 31 
The Sino-Soviet thaw goes on — 
but at the pace of a glacier. 


Regional Affairs 


Malaysia: Keeping it a secret 
Philippines: Agreement on principles — 
Who and what after Marcos? —— 1 
A tactical withdrawal __  — —— 
Hongkong: Warming to the task ——__ 
Japan: The sound barrier  — — —- 
Singapore: A new face at Finance —— — 
Foreign relations: A glacially slow thaw 
Feeling for a ceiling —— ——— — —— — 
A cold shoulder 
Cover story: А comradely crackdown — 
The real problem may be in the 
DIVINGOR ВАВ ЕНЕ TE PRS! 
Indonesia: Alive, no longer kicking —— 


Arts & Society 


Myth-making: Kaku-san, the heroic 
villain who betrayed his roots 








vinces may be more stubborn than expected (Pages 42-44). 
Cover: Morgan Chua 


Page 32 

Asia remains uncertain about the 
possible effects of arms reduc- 
tion in Europe. 


Page 34 
The 
tion of the Antarctic may spark a 
row similar in scale to that over 
the Law of the Sea. 


| Page 58 
| Former prime minister Kakuei 
A brighter statement on Hong- | р ^ 


Tanaka becomes a heroic villain 
in the world of Japanese comic- 
books. 


| Pages 62-63 


Japan does some economic 
pump-priming — largel 
to solve the problem of its trade 
surplus. Meanwhile, it is argued 
that American firms are doing 
better in Japan than has been 


| thought. 


Business Affairs 


Economies: Japan's locomotive 
force 
On second thoughts b ыс Г et, 

Budgets: Malaysia's debt burden 
builds 








| Consumerism: No dumping — by 


order 
Economic relations: Asean tariff take- 
off at last 
Industry: Passing the ports in 
Thailand 











| Investment: Emergency stock-taking 


in Jakarta 
Energy: Fuel for the Asean oil-use 
debate 








Finance: Bangkok's illiquid sea of 
trouble 

Currencies: Hongkong s centre 
holds 


proposed internationalisa- | 


in a bid | 





Page 71 

Malaysia's latest budget reflects 
its growing debt burden and 
forces 'rescheduling' of some 
| major projects. 


Page 74 
A Malaysia-based organisation, 


| with United Nations backing, has 


the task of policing First World 
'dumping' in developing nations. 


86 
A leading Indonesian company 
ачыр seeks fresh funds from 
public investors. 


Page 90 

The Hongkong dollar keeps its 
head above water with the help of 
a buoy. 


Page 93 
Jim Raper makes a comeback bid 
in Hongkong. 








Companies: A gathering storm in 
Malaysia 
Raper bounces back to 
Hongkong 


Regular Features 


| Letters 
Briefing 
Intelligence 
The Week 
Traveller's Tales 
| The 5th Column 
| Books 
Richard Hughes 
Economic Monitor: Philippines 
Shroff 
Company Results 
| Stockmarkets 
Prices & Trends 
Backpage Letter: Wantong 
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of rail 
At least 17 people died in a rail- 
way disaster in India’s Punjab 
State suspected to have been 
caused by Sikh saboteurs. New 
Delhi had earlier brought the 
State under its direct rule to 
contain growing guerilla activi- 
ty in support of Sikh demands. 
Operations were launched to 
flush out Sikh militants and to 
unearth their arsenals. The 
militants retaliated by extend- 
ing their activities to New 
Delhi, with three serious bomb 
blasts within a week. 
— MOHAN RAM 


Sikhs suspected 
sabotage 


Jeyaretnam and 

party official fined 
Singapore's lone opposition 
МР, Ј. В. Jeyaretnam, and two 
other officials of his bankrupt 
Workers' Party, were fined on 
October 13 for collecting funds 
without a licence. The fine of 
$$1,500 (US$704) was less than 
the S$2,000 minimum which 
would bar him from serving in 


parliament. 
But Jeyaretnam and 
Workers’ Party chairman 


Wong Hong Toy both still face 
charges of making false state- 


- ments about party accounts 


and fraudulently transferring 
party funds to elude creditors. 
И convicted, the two could face 
fines and mandatory prison 
terms, and might mean the loss 
of Jeyaretnam's parliamentary 
seat. — LINCOLN KAYE 


Singapore workers accept 
house unions 

Singaporean oil workers, after 
holding out for more than a 
year against a government bid 
to promote house unions, have 
succumbed to official castiga- 
tion. In July 1982, in an effort 
to block formation of a house 
union at British Petroleum, the 
United Workers of the Petro- 
leum Industry (UWPI) passed 
à resolution empowering its 
executive committee to dismiss 
any member who would “tend 
to undermine the interest of 
the union." 

This prompted Minister 
without Portfolio Ong Teng 
Cheong, who doubles as sec- 
retary-general of Singapore's 
National Trades Union Con- 
gress (NTUC), to threaten the 
UWPI with expulsion from the 
congress. 
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Resistance to the NTUC's 
house-union initiative has now 
crumbled, On October 17 Shell 
Eastern Petroleum announced 
it had no objections to the 
house-union concept. Two 
days later, the UWPT's presi- 
dent and Shell branch secret- 
ary, Thomas Thomas, urged 
union delegates to accept 
Ong's assurance that no branch 
would be forced to accept a 
house union. The 1982 resolu- 
tion was then rescinded. 

— LINCOLN KA YE 


in Golk 
Changes ar 


Indonesia's dominant political 
organisation, Golkar, has car- 
ried out a significant genera- 
tional change of leadership at 
its national congress. State Sec- 
retary Lieut-Gen.  Sudhar- 
mono of the so-called 1945 
Generation was made general 
chairman. But the post of sec- 


Sarwono: 1966 leader. 





retary-general went to Sar- 
wono Kusumaatmadja, a 
leader of the 1966 Generation 
which played a major support- 
ing role in establishing the cur- 
rent regime. Less than half of 
the central executive board is 
from the 1945 Generation and 
many members are from the 
1966 Generation. 

— SUSUMU AWANOHARA 


New panel to 

probe Aquino death 

The new fact-finding commis- 
sion investigating the assassi- 
nation of former Philippine 
senator Benigno Aquino is ex- 
pected to get off the ground 
finally in the first week of 
November. Avoiding the pos- 
sibility of further court cases 
questioning the ability of gov- 
ernment officials to hold other 
positions, Marcos named five 
private-sector leaders to head 
the probe, led by retired 
Appeals Court judge Juliano 
Agrava. | —GUY SACERDOTI 
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Philippines to bring 
forward price moves 
Given pressures caused by the 
current financial crisis, the 
Philippine Government will 
bring forward its planned in- 
crease in petroleum prices 
from the end of November to 
November 1, according to 
ministerial sources. Also to be 
announced are price freezes on 
certain commodities such as 
corn, beef and cement. 
Graduated wage rises are 
likely, while banks will be li- 
mited in the products for which 
they can open letters of credit 
— guidelines tantamount to 
import controls. 

— GUY SACERDOTI 


Bonn hits back at 
Jakarta's ship rules 

In obvious retaliation for the 
harassment to which the West 
German shipping company, 
Hapag Lloyd, has been sub- 
jected by Jakarta, Bonn has 
warned that from November 
all Indonesian ships loading 
cargo in West German ports 
will have to obtain a permit at 
each stop. 

Jakarta complained that 
Hapag Lloyd was violating its 
regulation claiming all In- 
donesian Government-owned 
cargo for Indonesian ships 
(REVIEW, Oct. 27), which 
Bonn feels is contrary to inter- 
national practice. Foreign ship- 
ping lines serving Indonesia are 
hoping that with Bonn's new 
hard-line position and the visit 
to Jakarta by West German 
Chancellor Helmut Kohl in 
early November, Jakarta will 
soften its stance on the issue. 

— SUSUMU AWANOHARA 


EEC protects Philips 

from the Japanese 
Japanese laser-disc exports to 
the European Economic Com- 
munity will soon face a formid- 
able 19% tariff, following a 
majority decision taken by a 
meeting of EEC foreign minis- 
ters in Luxembourg on Oc- 
tober 17, with only West Ger- 
many and Denmark dissenting. 
The tariff is essentially to 
protect Dutch firm Philips, 
Europe's sole laser-disc man- 
ufacturer. 

EEC ministers also express- 
ed their "grave concern" at the 
US$12 billion trade deficit they 
expect to run up with Japan this 





year and once again pleaded 
for a change in Japanese 
policies “which would lead to a 
substantial shift in favour of 
buying manufactured and pro- 
cessed products from abroad." 

— A CORRESPONDENT 


For 

exchange, Simex 
The Gold Exchange of Singa- 
pore has changed its name to 
the Singapore International 
Monetary Exchange, or Simex, 
to reflect its planned expansion 
into financial-futures trading 
by the second quarter of 1984. 
The name change is subject to 
shareholders’ approval at a 
forthcoming extraordinary gen- 
eral meeting. The exchange 
has also added four new mem- 
bers to its initial roster of 16 — 
Republic National Bank of 
New York, Johnson Matthey 
Commodities, Derby Metals 
and Shearson/American Ex- 
press. 

In addition to paying the 
$$20,000 (US$9,400) par-value 
subscription fee, corporate 
members of the exchange must 
purchase three Simex seats, 
which currently sell for 
S$50,000 each. For clearing 
memberships, they also must 
maintain shareholders’ funds 
in excess of S$2 million. Other- 
wise, shareholders' funds must 
stand above S$1 million. Indi- 
vidual memberships are also 
available to so-called locals, 
who need only buy or lease a 
single Simex seat. 

— LINCOLN KAYE 


Port Klang station 
powered by Japan loan 


A concessionary loan agreed 
during Malaysian Prime Minis- 
ter Datuk Seri Mahathir 
Mohamad’s January visit to 
Tokyo has been formally ap- 
proved by the Malaysian and 
Japanese governments, which 
announced on October 21 that 
a special credit of ¥40 billion 
(US$172.79 million) plus a 
scheduled ninth yen credit of 
¥21 billion will help pay for a 
large power station being built 
іп Port Klang, Peninsular 
Malaysia's busiest harbour. 
Some of the funds from the 
ninth yen credit will also be 
spent on a collection grid for 





offshore natural gas off 
Sabah. 
Since 1966, the  Japan- 


ese Government has lent a 
total of ¥289.6 billion to 
Malaysia. —JAMES CLAD 
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ASSETS, (in thousands of U.S. 8) (* 


Building and farm dn er 

Fixed interest bearing securities 
Shares (including Associates) 
Mortgage and policy loans 

Deposits with Ceding кораш 
Bank deposits 

Accounts receivable and other assets 





LIABILITIES ( (in thousands of U.S 


E Shareholders’ surplus. 
a Underwriting reserves. 
Ad Reinsurance deposits. 


Other liabilities. 
. Profit of the year 


$. $) 


@ This Balance Sheet consolidates 36 insurance compa- 
nies operating in some forty markets, 5 service, 13 fi- 
‘nancial, 15 property and 4 agricultural. companies where 
Generali directly or indirectly holds more than 50% of 
the shares. 


€ The year shows a profit of U.S, $ 83.8 million (+ 13.89 ШШ 


€ Gross premiums amount to U.S. $ 3,392.6 million 


(+17%) distributed as follows: 


Life % Non-Life% Total % 

Italy 10.1 19.4 29.5 
Other EEC Countries 13.2 27.9 41.1 
Rest of Europe 4.4 19.7 24.1 
Rest of the world 1.0 __ 43 5.3 
28.7 71.3 100,0 


5. $ 6,852.8 million 


€ Net technical reserves amount to U.S 


CE 17.976 ). 











-(*) The Italian Lira figures of both 1982 and 1981 have been 
translated: into US Dollars at the exchange rate of Dec, 31, 1982. 





CONSOLIDATED BALANCE SHEET 1982 


The Genel Council of Assicurazioni Generali, presided over by Mr. Enrico Rendons. Ch 
of the Company, met to approve the Group Balance Sheet for the financial: year 1982, as follows: 


€ Investments total U.S 
are distributed as follows: 

























haces 1982 < 11981 
2,120,488 1,476,375 
4,183,482 3,475,755 
468,236 420,649 
429,653 349,631 
251,810 181,169. 

. 393,722 380,914 
1,128,603 941,194. 
8,975,994 7,225,687 

о 1,005,439 496,035 
6,852,785 5,809,981 
213,255 182,245 

_ 820,757 + 663,846. 

83,758 13.580. 
р 8,915,994. `" 7,295,681 


. $ 7,847.4 million ii. 9%) and 


Life % Non-Life % 
Italy Б ° 22.6 9.2 
Other EEC Countries 30.5 16.2 
Rest of Europe 9.9 8.8 
Rest of the world | 0.7 2.1 








| The Stock Exchange capitalization of Generali 















Investment income amourits to U.S, $ 708.3 million 
(+23.5%) and relates by 64.5%. to fixed interest secur- 
ities, by 16.3% to property, by 3.5% to shares, by 8.4% ^ 
to bank deposits and by 7.3% to other investments. 


The shareholders' surplus amounts to US, $ 1,005.4 | 
million and 88.7% belongs to the Controlling Company, 
the minority interest. being H 3%, 


has in- 
creased from U.5.:8 2,547 million atthe 15th September, 
1982, to US. $ 3. 182 million at the 15th September. 
1983. 





Insurance since 1831 











Opening — 
e Long-Term Credit Bank of Japan, 
Hong Kong Branch 


Hong Kong as one of the biggest Financial Centres in Asia — 
The Long-Term Credit Bank of Japan has been participating in the 
development of international financing in Hong Kong through its 
subsidiary, LTCB Asia LTD. which was established ten years ago. 
With this experience and capabilities, we are 

opening Hong Kong Branch to-day. 
For the business in Asia we, with the well established CHOGIN 
function, are awaiting your patronage. | 










é THE OVERSEAS NETWORK OF LTCB 
3 Branches: London, New York, Los Angeles, Singapore 
"Representative Offices: Paris, Frankfurt, Toronto, 







: À oO om 
Mexico City, Panama, Sao Paulo, Rio de Janeiro, Beijing, , OS 8 
: , Bangkok, Kuala Lumpur, Jakarta; Sydney, Bahrain E & E $ 






Subsidiaries: 
“ LTCB Asia Ltd. (Hong Kong), LTCB International Ltd; (London); ; 
TCB (Schweiz) AG (Zurich), The Long-Term Credit Bank of Japan 4 
| i i European Bank S.A. (Brussels) 



















LET-UP ON CRACI (DOWN 

China’s current campaign of mass 

arrests of criminals and ir ie 
the |. 


is expected to continue until 
Chinese New Year in early 
February. The authorities are 
believed to be aiming at an overall 
Yos of more than 100,000 arrests 






ince August, with most of the 
etained people sent to labour 
camps in Qinghai and other remote 
areas. The recent wave of judicial 
tions — which has exceeded 
y this year — is also 
to abate. 


JAKARTA A'S CATCH 22 
'The Indonesian State Audit Board 
official who was killed shortly after 
he started leading an intensive 
examination of operations at the 
port of Banjarmasin is considered 
to be the first victim of a major 
conflict of interests. On the one 
hand, state-run organisations must 
be cleaned up peo to the 
introduction of planned sweeping 
tax reforms. On the other, the 
loyalty of the country's elite groups 
to the regime is largely based on the 
spon they receive from the system. 
raders have been complaining that 
in the face of recession, port and 











EN THE WEEK 


AFGHANISTAN 

Several hundred people were killed when 
Soviet forces bombarded the town of Istalef, 
north of Kabul, Western diplomatic sources 
in Islamabad said (Oct. 25). 


AUSTRALIA 
Queensland Premier Joh Bjelke-Petersen 




































of the National Party scored a victory in state | 


elections (Oct. 22). 


BURMA 

A French technician and his wife were kid- 
napped by Burmese rebels at a construction 
project about 100 miles east of Rangoon, re- 
ports reaching Rangoon said (Oct. 19), Karen 
rebels claimed responsibility for the kidnap- 
ping, the Bangkok Post reported (Oct. 24). 
Four South Korean officials spoke with two 
Koreans captured after à bomb blast at the 
Aung San Mausoleum, the official Burmese 
News Agency reported (Oct. 25). 


CHINA 

Almost all party members in the army have 
been ordered to make public self-criticism, it 
was reported (Oct. 19). The government al- 
lowed two South Korean officials to attend an 
intérnational conference in Dalian, the South 
Korean Foreign Ministry said. China said it 
will allow Taiwan commercial aircraft. to 
таке emergency landings at its new interna- 
nal port in Xiamen, Fujian province; a 












| Koreas in a confed 
customs officials have become more 





blatant in imposing illegal levies, 
and control authorities have been 
asked to take firm action. 


FALKLANDS FALLOUT 

One lingering effect of last year’s 
Falklands conflict has been the 
continuing estrangement between 
Argentina and Pakistan. During the 
conflict the Argentine junta, which 
had been on cordial terms with 
Pakistan’s military government, 
appealed to it in the name of Third 
World solidarity to sell it Exocet 
missiles which Islamabad has bought 
from France. Pakistani President 
Zia-ul Haq not only refused to sell, 
he also told British Prime Minister 
Margaret Thatcher that he had been 
asked for the weapon. The 
Argentines consider Zia’s action an 
unpardonable breach of trust. 


PYONGYANG PERPLEXED 
Recent Chinese action in issuing 
visas to South Korean officials has. 
caused concern in Pyongyang: North 
Korea has sought clarification from 
China about its policy towards 
Seoul. China has explained that: 
while supporting President Kim I 
Sung's proposal for uniting the two 
ration, it would 
like to take steps towards creating a 


ean peninsula. With the's 
tive in view, Peking. 
the United States to m 
with North Korea. — > 


TIT FOR TAT 
Pakistan has told India that it ha 
information that members of t 

Zulfikar militant group formed 
avenge the execution in 1979 of. 
| former prime minister Zulfik 

| 
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Bhutto are к train 
Delhi. Meanwhile, Indi 
claim to have. evidence that Pal 
is training Sikh terrorists from 
Punjab and is supplying them: 
arms. 


ACCENT ON ACCESS 
A shipping agreement between 
China and Malaysia has been he 
up for several months because 
| Malaysian ошо agencies тетаї 
reluctant to allow Chinese seamen 
anything more than restricted port 
| access. In the present climate of 
reasonably cordial relations, the 
Chinese find this attitude 
objectionable and believe their 
crews should not be treated in the 
same way as Soviet merchant sailo 
who are confined to a narrow are. 
when visiting Malaysian ports. 
















































Hongkong reported 


(Oct. 24). 


HONGKONG | 

. The fifth round of the Sino-British talks on 
the territory's futuré opened in Peking (Oct. 
19). The next round of talks will be held on 
November 14 and 15, was announced (Oct. 
20). 


INDIA 
The Dalai Lama said that a million Bud- 
dhist political prisoners had died from torture 


leftwing newspaper 


‚їп Tibet at the hands of the Chinese, the Press 


Trust of India reported (Oct. 20). Sikh ex- 
tremists were blamed for sabotaging a train 
which crashed, killing and injuring 150 people 
in Punjab (Oct. 21). Eleven people died dur- 
ing armed clashes in Bihar, it was reported. A 
Chinese delegation led by Vice-Foreign 
Minister Gong Dafei arrived for a fourth 
round of talks on the border dispufe (Oct. 
23). Police arrested 500- Tibetan refugees 
demonstrating in New Delhi against the 
border talks (Oct. 24). Jordanian Ambas- 
sador to New Delhi Mohammed Ali Khurme 
was shot and wounded (Oct. 25). 


INDONESIA 

President Suharto opened the national con- 
gress of the Golkar political grouping (Oct. 
20). Golkar named Lieüt-Gen. Sudharmono 
as its new general chairman (Oct: 25). 









| MALAYSIA 
| The Kedah chief minister called оп the 8 
ernment to punish those involved in 
Bumiputra Malaysia Finance loan scan 
(Oct. 19). 


PAKISTAN 

Police and paramilitary units “arrested 2 
people and seized unlicensed weapons 
Sindh province, it was reported (Oct, 25) 


| 
| 
| PHILIPPINES 
| The government confirmed that 108 реорі 
were arrested in recent anti-government 
| onstrations (Oct. 20). President Ferdinan 
Marcos named members of a new anel toi 
vestigate Benigno Aquino’s а 
(Oct. 22). 
| SINGAPORE 
A Malaysian was hanged for trafficking 1 
about 155 grams of heroin (Oct. 21). 
i 
| 





SRI LANKA 

MPs of the Tamil United Liberation Front 
lost theirseats after boycotting parliament for: 
three months, officials said (Oct. 24). 


THAILAND 

The Bangkok military court sentenced ; n. 
alleged communist leader, Surach 
to 23 years" imprisonment for sedition, i 
reported (Oct. 2D. 
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By K. Das 

Kuala Lumpur: A constitutional crisis, 
which was carefully kept under wraps for 
more than two months after the Yang Di- 
Pertuan Agung (king) declined to give 
royal assent to parliamentary bills — one 
of which included restrictions on royal 
power — continues here despite Prime 
Minister Datuk Seri Mahathir Mohamad's 
October 22 assertion that the king’s health 
is at the root of the problem. 

And the crisis has been given a new 
twist with a strengthening of the Official 
Secrets Act, which some observers here 
feel may have been tailor-made to stifle 
comment over the affair and over the 
loans scandal involving Bank Bumiputra 
Malaysia s Hongkong-based subsidiary, 
Bumiputra Malaysia Finance (BMF), and 
Hongkong's Carrian group (page 97). 

The king, who has been in hospital in his 
home state of Pahang since September 27 
after a heart attack, was moved to Kuala 
Lumpur General Hospital's royal ward on 
October 26 and is expected to be confined 
there for a month. 

Meanwhile, his deputy, Tuanku Jaafar 
of Negri Sembilan state, was to be sworn 
in as interim king on October 26 to pre- 
vent a total breakdown of government. 
The REVIEW learned that while Jaafar will 
not sign the controversial constitutional 
amendment bill, which would allow all fu- 
ture parliamentary bills to become law 
even without royal assent, he will perform 
urgent but non-controversial functions. 
At the moment Malaysian ambassadors 
are assigned to Peking, Rome, Bonn and 
Geneva but cannot leave the country be- 
cause they have not received their creden- 
tials from the king. Also, ambassadors 
from Iraq and Argentina have been un- 
able to function officially here because 
they have been unable to present their cre- 
dentials. 

Given the secrecy surrounding the Oc- 
tober 22 meeting of the supreme council of 
Mahathir's United Malays National Or- 
ganisation (Umno), the leading compo- 
nent of the ruling National Front coali- 
tion, the present state of the crisis is not 
immediately clear. But the decision to 
swear in Jaafar was apparently arrived at 


| much earlier and was taken without the 


A" blessing. The king's recent move 
to the Kuala Lumpur hospital, despite the 
fact that there are better facilities else- 
where, is viewed here with considerable 
interest, particularly in light of an October 
22 announcement by his doctor that he 
would resume light administrative duties 
in Kuala Lumpur upon his expected re- 
turn on October 26. There also was a reli- 
able report that the king had planned to go 
Й 
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to the United States for an extended trip 
of up to three months. 

It is also understood that the nation’s 
nine hereditary sultans presented a united 
front against the constitutional amend- 
ment bill when they met the prime minis- 
ter in Kota Kinabalu on October 13. The 
Kota Kinabalu meeting, which was in- 
tended to symbolise national unity, mark- 
ing the 20th anniversary of Sabah's entry 
into the federation, instead turned out to 
be an occasion for dissent, and the or- 
ganisers made every effort to keep the 
royal visitors out of the public eye. The 
sultans attended only one public function 
— to view a parade of floats. 

While the sultans were not to have de- 





The king: in hospital. 





cided in Kota Kinabalu who the next king 
is to be (Malaysia's kings, chosen from 
among the state rulers, rule for five years), 
they did make a tentative choice — the 
Sultan of Perak, the most senior and thus 
the most logical candidate. The choice of 
deputy king, it is understood, was the Sul- 
tan of Johor, the most controversial and 
recalcitrant of the hereditary rulers. He 
left Kota Kinabalu immediately after offi- 
cial business was concluded, missing а 
banquet attended by the prime minister. 





M?» thus returned to Kuala 
Lumpur with a problem and there was 
little choice but to seek a political solution. 
According to Umno insiders, Mahathir 
had not doubted that it would be easy to 
persuade the rulers that their role in gov- 
ernment was a clearly defined constitu- 
tional one and had thus approved an over- 


A strengthened act may be used to stifle a growing storm 


Keeping it a secret 








seas trip for Deputy Prime Minister Datuk 
Musa Hitam. It was also believed that 
former prime minister Tunku Abdul 
Rahman, a prince from the royal house of 
Kedah state, had kept out of the con- 
troversy because he too expected the sul- 
tans to consent to a constitutionally de- 
fined role after the Kota Kinabalu meet- 
ing. 

This was not the case and the prime 
minister, returning home on October 14, 
decided to recall Musa from Brazil, where 
he was beginning a six-day visit. At the 
same time, the tunku decided to break his 
silence. In consultation with R. H. Hick- 
ling, a former English parliamentary 
draftsman who once worked here and is 
currently a visiting law professor, the 
tunku criticised Mahathir for introducing 
the constitutional amendment bill *with- 
out any warning or proper notice." At 
about the same time, posters began to ap- 
pear in the corridors of the University of 
Malaysia expressing support for the sul- 
tans and opposing the amendments bill. 

Meanwhile, an open letter sent to 
Mahathir on October 3 by former cabinet 
minister Datuk Senu Abdul Rahman, 
criticising the prime minister's position on 
the controversial amendment, was being 
circulated throughout the country despite 
being suppressed by the local media. By 
October 16 Senu was in Britain with 
former Selangor state chief minister Datuk 
Harun Idris addressing Malay student 
members of British Umno clubs and dis- 
tributing copies of his letter. 

As the October 22 meeting of Umno's 
supreme council began, Mahathir was 
busy identifying his supporters and his op- 
ponents in an effort to formulate a work- 
able political solution to the crisis. One 
group he had to secure was Umno's youth 
wing, led by Anwar Ibrahim, who less 
than 18 months ago led the fundamentalist 
Muslim youth movement Abim. Anwar, 
now minister of culture, youth and sports, 
is president of Umno Youth, a group con- 
taining many second-echelon Umno lead- 
ers. 

However, Anwar found the party's 
youth wing unwilling to commit itself to a 
collision course with the sultans. The 
reason was obvious. First, Datuk Najib 
Tun Razak, the group's deputy president, 
is the chief minister of Pahang state, of 
which the current king is sultan, and will 
have to serve under him after April next 
year when he steps down and returns tohis 
state. Secondly the remaining 10 members 
of the youth wing's executive council are 
ambitious, and many of them aspire to 
chief ministerships under various sultans. 
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Shooting their bolts now could prove in- 
discreet. 

Despite this atmosphere of crisis, most 
people missed the significance of amend- 
ments to the 1972 Official Secrets Act. At 
least four ministers conceded that they 
had not read the amendments, though 
they had voted for them. Despite opposi- 
tion leader Lim Kit Siang’s careful 
analysis of what the amendments meant 
for the free flow of information in the 
country, he was ignored and the bill was 
passed. 


Le pointed out that with the new 
amendments, the act now provides 
that*any person who has been approached 
directly or indirectly to obtain for, or to 
supply to that person, any official informa- 
tion should immediately report to a police 
officer of the rank of inspector, or if he isa 
public officer, to his head of department.” 
The penalty for failure to make such a re- 
port is a jail sentence of up to five years or 
a M$20,000 (US$8,500) fine, or both. 
Lim explained that the amendment will 








and its confidentiality was expected to be 
respected, there was no shortage of infor- 
mation leaks. The meeting was chaired by 
Mahathir, who had expected eager sup- 
port for the constitutional amendment 
bill, to which the rulers have objected. But 
there was neither open support for the 
move nor eager exposition of plans to 
overcome the impasse. There was a clear 
understanding that Mahathir wanted to 
find a formula to persuade the sultans that 
they could not resist. But after three hours 
of discussion, the formula arrived at ap- 
peared to be only a compromise to give 
the impression that there was no split in 
Umno over the constitutional issue: the 
council chose a delegation to meet the sul- 
tans and try to persuade them to change 
their minds. 

What will develop next is difficult to 
predict, one source said, because that 
would depend on how the king functions. 
If he or the acting king refuses to sign the 
amendments bill on royal assent but 
agrees to sign all other bills, the govern- 
ment can continue to function. But if there 
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Musa and Mahathir: the sultans may back a challenge. 


put journalists in serious jeopardy in their 
pursuit of information and would place 
even MPs, particularly the opposition, in 
danger every time they investigated com- 
plaints by their constituents. Lim said re- 
porters will have problems from now on in 
investigating and reporting the BMF scan- 
dal. “Officials will be most reluctant to tell 
you even how many cups of coffee were 
consumed at a treasury meeting,” he told 
this correspondent. Reporters investigat- 
ing the constitutional crisis will also face 
dangers if they approach such officials as 
government doctors treating the king or 
the keeper of the rulers’ seal on news of 
the next rulers’ conference. 

But many members of Umno's supreme 
council appeared to be totally unaware of 
the implications of the changes to the Offi- 
cial Secrets Act. Despite the fact that the 
council meeting was behind closed doors 
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is a blunt refusal to sign all bills, 1984 will 
begin with daunting prospects: there will 
be no money without the supply bill being 
signed. Most council members felt, how- 
ever, that the acting king would go ahead 
and sign the non-controversial bills. 

One aspect of the constitutional amend- 
ment bill which has received less atten- 
tion that it deserves is an amendment to 
the article on emergency powers. Not only 
the public at large but even the supreme 
council seemed unaware that this amend- 
ment would give the a prime minister un- 
challengable power to declare a state of 
emergency without consulting parlia- 
ment, cabinet or king — and his decision 
would not be subject to judicial review. If 
the bill is passed and royal assent becomes 
superfluous, the tunku argued, Malaysia 
could become a'republic in 15 days. 

While Umno's structure and conven- 





tions theoretically would not allow the 
prime minister to take all power into his 
own hands, the emergency powers to- 
gether with the new constraints on the 

ow of public information under the 
amended Official. Secrets Act could 
gradually affect the party itself. As long as 
grassroots Umno supporters remain well 
informed, the annual general asê 
could keep even the most powerful'prime 
minister in line. At the last meeting irr July 
for example, Mahathir was censured for 
alleged manipulation of Umno conven- 
tions and traditions. But with information 
restricted, party divisions and branches 
could easily be manipulated. 


ne-:of the first demonstrations of how 

lost Umno's grassroots supporters were 
without information resulted from the 
government's gag on press coverage of the 
constitutional amendments issue. It was 
almost two months after the amendments 
were passed before the public became 
aware of the problem. But even then it 
took the October 3 open letter to Mahathir 
from Senu to open up the debate. Senu's 
party division in Kuala Kedah has called 
for his suspension or expulsion from 
Umno and the supreme council because of 
the letter, it is understood, and has de- 
cided to ask him to show cause why he 
should not be disciplined. If the amended 
Official Secrets Act had been in effect, 
Senu would have found himself in even 
more trouble because his letter contains 
official information. 

There are analysts here who argue that 
both the constitutional amendments and 
the Official Secrets Act amendments were 
designed to keep the Bank Bumiputra 
scandal from the public eye. Bank 
Bumiputra is an important part of 
Malaysia s New Economic Policy and 
is a symbol of government efforts to 
raise Malay living standards by ushering 
Malays into corporate life. All Malay poli- 
tical leaders in the establishment, espe- 
cially in Umno, are regarded as trustees of 
the Malay commonwealth. The bank 
scandal was as unexpected as it was dis- 
turbing, and Umno leaders remain in a 
state of shock over it even now — almost а 
year since the scandal first came to light. 

It is believed that the Official Secrets 
Act amendments were passed to buy time 
while efforts were made to recover the 
monies lost by BMF. Mahathir, whose 
popularity was at its peak a year ago when 
the bank scandal began to unfold, is now 
suffering his most serious political crisis. 
His attempts to persuade the sultans that 
they are only symbols, not real players in 
politics, could not have come at a worse 
time because party elections scheduled for 
next year will see Musa, a commoner, 
being challenged by Finance Minister 
Tunku Razaleigh Hamzah, a prince of the 
royal house of Kelantan. The REVIEW 
understands that the sultans have already 
begun to spread word that they will back 
the prince. 
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ngton forges a biparti 
pol y towards the adminis | 


B Richard Nations 


ton: A firm consensus IM 
around United States policy to- 
€ Philippines, overcoming = At 
the moment — the débilitating 
and bureaucratic divisions that 
weaken Washington's hand in a 


се President Ronald Reagan post- 
|: his November visit to the Philip- 


politics in the Kea Aa ‘rather атна as 
backing President Ferdinand Marcos — or 
any other individual — in the struggle for 
power. In turn, this has led the congres- 
sional leadership of both major US politi- 


Reagan administration and beam a single 
artisan message to all sides in Manila: 
rst, restore legitimacy by a thorough and 
impartial investigation into the assassina- 
on of former senator Benigno Aquino; 
n share power through free and fair elec- 
ons for the National Assembly next May. 
The congressional leadership has taken 
' two pillars of the administration's 
ісу and framed them in a resolution ex- 
ted to pass both houses with large 
lajorities. Because congress and the ad- 
ministration are now addressing the 
tilippines with one voice, analysts here 
believe Marcos has less opportunity to 
lay off divisions in Washington, as he has 
often done in the past. But it is also a 
trong message to the opposition to móve 
е anti-Marcos struggle off the streets 
and into a democratic political process. 


through the crisis with its interests in- 
act, particularly the vital Clark Air Force 
base and the Subic Bay naval facility. Ad- 
ministration officials consider this realistic 
ince — unlike in, for example, Iran or 
Nicaragua — no one in the mainstream 
Philippine opposition is thought here to be 
tretrievably anti-American. 

Officials suspect that oppositionists 
such as Jose Diokno will moderate their 
criticism of the US bases if they Bain a 
share of power. Only the New People's 


‘communist party, is considered here as a 


ought still to be marginal and only likely 
o move closer to the centre of power if the 
current crisis is protracted and furthér 
polarisation eliminates democratic alter- 
natives. 

The more immediate danger. officials 
stress, is that Washington may-inadver- 
tently exhaust its goodwill among the 
Philippine people, built up over 
tury, by equivocating on the pri 





cal: parties to close ranks behind the | 


Phe objective of US policy is to get 


тту (NPA), the ‘militant .wing of the: 


al threat to US interests. But the NPA is | 


| consensus onits post-Aguino 
Поп of President Marcos 


| justice’ at stake in the one issue — the 
Aquino investigation — which transcends 
the struggle between Marcos and the op- 
position. The long view, as one official in- 
sisted, obliges the US “to align itself with 
the rule of law and the democratic pro- 
cess,” and nót with any individual either in 
the regime or the opposition. By pressing 
for a "thorough, impartial and swift inves- 
tigation” into 'Aquino's' assassination, 
Reagan officials hope to achieve several 
aims: 

» Restore the broadest possible popular 
support for the" long-term Philippine- 
American “connection, including the 
bases, not only among the Philippine 
people, but also in the US Congress. 

» Gain some higher ground over Marcos 
and his opponents while simultaneously 
cultivating the church and the business 
community as essentially pro-American 
forces that; eventually, will weigh on the 
side of moderation, 

» Use the apy tment of a new Aquino 
investigations commission as an instrument 








| By Guy Sacerdoti 

Manila: One ofthe most difficult and nag- 
ging questions confronting the politically 
troubled Philippines i 
sion. After an ear rule, n. e under the 
strictures. of martial law,-concern over 
President Ferdinand Marcos" health has 
increased, and his opposition is suddenly 
alive following the assassination of ex-sen- 
ator Benigno Aquino. A financial crisis 
now urgently requires some renewed poli- 
tical confidence. Now the government is 
considering amending the constitution to 
specify who should lead the country 
should anything happen to Marcos. 

Opposition dnd government leaders, 

with Marcos stonewalling, have begun to 
address the issue" The two most likely out- 
comes are the reinstitution of a vice-presi- 
dent or specifically identifying who would 











in the Batasang Pambansa (National As- 
sembly) and probable discussions within 
| Marcos’ Kilusang Bagong Lipunan (KBL) 
| party expected. Ther vice-president's of- 
fice was abolished with the declaration of | 
| martial law in 1972, 
Under the most recent constitutional 
amendments, if Marcos dies orbecome in- 










run acaretaker government. The debateis | 
certain to be lively, with resolutions filed | 








о. next year or financial "stability 


since both problems are rooted, in the 
same underlying crisis of confidence," an 
‘administration official said in an inter- 
view. Administration sources maintain 
that the policy is viable and not tan: 
tamount to calling upon Marcos to commit 
an act of political suicide. 

White House sources say that this ad- 
ministration will do nothing to "pull the 
rug out from under Marcos." Nonethe- 
less, the sources acknowledge privately 
that the question of Aquino" s murder is 
probably so close to the central issue of 
power that it requires a very fine balance 
to stand firm on the principle without 
being drawn into picking “winners and 
losers.” 

Sources say the US has no privileged in- 
formation on the Aquino assassination. 
Nonetheless, most of official Washington 
suspects that at the very least, the military 
is probably deeply involved. 

This raises the question of how impar- 
tial any Commission can be when the in- 
struments of investigation remain in the 
hands of the administration. But officials 
here finesse the question by insisting that 
the political issue at stake is not so much 
one of retribution as finding a solution ac- 
dud to the di no 





Who and what after Marcos? 


Government officials and opposition leaders weigh 
alternatives in the nation's coming succession question 


capacitated, power is transferred to the 
Executive Committee, a leadership group 
with à maximum of 15 members (it cur- 
rently has 11) appointed by the president 
and led by the prime minister. 

The basic scheme is derived from the 
mixed presidential-parliamentary system 
of France, except that a governing body 
rather than an individual leads the nation 
in an emergency. That is the essence of the 
problem. Few believe the unwieldy Exe- 
cutive Committee could effectively rule 
the 7,000 Philippine islands in what would 
undoubtedly be a crisis situation. The sys- 
tem has never been tested, and with a 
strong tradition of individuality in Philip- 
pine politics, infighting among contending 
leaders could easily paralyse government. 

Opposition assemblyman Francisco 
Tatad recently raised the issue of restoring 
the vice-presidency in the National As- 
sembly. On October 24, Arturo Tolen- 
tino, a respected KBL assemblyman and 
constitutional lawyer who recently turned 
down the chairmanship of the fact-finding 
commission investigating Aquino's mur- 
der, formally filed à resolution to the as- 
sembly. Essentially, it calls for the presi- 
dent and vice-president: to be elected 

























































Australia reviews its military commitments to the ap sand 
in the wake of former senator Benigno Aquino’s assassination 


By Michael Richardson 

Manila: Several multi-million-dollar arms 
deals between Australia and the Philip- 
pines have been blocked by Canberra’s 
Minister for Defence Support Brian Howe 
because of concern over recent political 
developments in Manila. Howe's action is 
the first by the Labor government against 
the Philippines in the wake of unrest 
triggered by the August assassination of 
Philippine opposition leader Benigno 
Aquino. 

One of the deals being reviewed by 
Canberra is a proposal that about 120 
Philippine naval guns be sent to govern- 
ment ordnance factories in Australia to be 
refurbished and modernised. The 
Swedish-designed 40 mm Bofors guns are 
a standard weapon on Philippine navy ves- 
sels. 

Another deal which Howe has so far re- 
fused to approve involves the transfer of 
Australian technology to the Philippines 
for a factory which would make propel- 
lants for rockets and shells. Informed 
sources said the Philippines also has ap- 
proached Australia about the possibility 
of buying heavy machine-gun ammuni- 
tion. Government ordnance plants are re- 


jointly and to come from the same party. 

But for the transition period before the 
next presidential election, an interim vice- 
president would be elected by popular 
vote along with the scheduled parliamen- 
tary elections slated for next May. In this 
special case, nominees would not have to 
come from the KBL. 

Marcos, however, vetoed Tolentino's 
proposal on October 23, when he told 
some cabinet ministers the move would be 
untimely, A number of the officials pre- 
sent indicated that Marcos said a shift now 
would upset the government structure un- 
necessarily — that a vice-president would 
mean abolition of the Executive Commit- 
tee and would make the prime minister re- 
dundant. But some of those present said 
Marcos indicated he did not want a de- 
signated successor to make him look like a 
lame-duck leader. 

But the cry for a more definitive succes- 
sion scheme is rising even within Marcos’ 
own KBL. A number of government lead- 
ers said in interviews that an alternative 
would be simply to amend the constitution 
to read that the prime minister, as chair- 
man of the Executive Committee — or 
perhaps another senior government offi- 
cial — would lead the caretaker govern- 
ment as head of state until new elections. 

With Marcos’ health likely to remain an 
important factor, a plethora of likely suc- 
cessors is now being mentioned here. The 
most prominent remain Marcos’ wife, Im- 
elda, Defence Minister Juan Ponce Enrile 
and Prime Minister Cesar Virata. 
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portedly planning to start manufacturing 
such ammunition soon. 

One source estimated the three deals 
could be worth as much as A$15 million 
(US$13.64 million) if they went ahead. 
Officials in the Philippines’ defence estab- 
lishment have expressed concern and dis- 
appointment at the Labor government’s 
action in freezing the arms deals, which 
would have been the first Australian de- 
fence sales to the Philippines. 

The issue could disrupt military coope- 
ration between the Philippines and Aus- 
tralia and cause strains between Canberra 
and the government of President Fer- 
dinand Marcos. Australia came under fire 
early in October from the Philippines and 
its four Asean partners over Labor’s In- 
dochina policies (REVIEW, Oct. 27). 
Howe explained in an interview that he 
was withholding approval of “several” 
arms deals with the Philippines pending a 
review by the government of the adequacy 
of existing guidelines on foreign military 
sales, 

Howe had written to Minister of 
Foreign Affairs Bill Hayden and Defence 
Minister Gordon Scholes “. . . raising 
some questions about what our attitude 
ought to be in the present circumstances in 
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the Philippines. Where it stands at the pre- Hotel has long been distinguished for К 
sent is that Гуе specifically raised the case А | 
of the Philippines.” But Howe noted that | 15 brotherly love and warm | 
the questions he raised with the foreign hospitality. Every guest here is treated 
| and defence ministers also applied more like a member of a big Chinese family { 
generally to what Canberra’s defence po- —with unique friendliness and respect ў 
ісу should be with regard to any country ! sty vate р 
undergoing civil upheaval. Heritage such as this is hard to find ў 
Any change іл the guidelines would nowadays. And we are proud of 1 
have to be approved by the cabinet. Howe having preserved it so well at Brother | 
said he had not yet received replies from 
Hayden or Scholes. Hayden was attending Hotel. i 
the United Nations General Assembly in 7 
Мез. York. He was quoted in the United 1 


States as saying he was increasingly con- 
cerned about internal turbulence in the 
Philippines and community dissatisfaction 
at the way the inquiry into the Aquino 
murder was being conducted. 

A three-man team of Australian techni- 


4 
cal experts — one from the Defence De- © 
partment and two from the Department of 1 
Defence Support — was due to visit the 5 
Philippines in September to inspect the a 


Bofors navy guns to see whether it was 
feasible to refurbish them in Australia 
under a proposed government-to-govern- 
ment contract. The team’s visit was twice 
postponed — the second time indefinitely. 
Howe confirmed that he was responsible 
for the delay. 

The cost of the visit was to have been co- 
vered under the Australian Government's 
ASI million defence cooperation pro- 
gramme with the Philippines this year, 
Australia was asked by the commander of 
the Philippine navy, Adm. Simeon 
Alejandro, to send the survey team. 
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HONGKONG 


The Peking negotiators: backing away from confrontation. 


Warming to the task 


A positive statement on the Sino-British talks gives 
at least the appearance that progress is made 





By Philip Bowring and Teresa Ma 

Conscious in ad- 

Ç a vance of the need to 

S | put a brighter face 

Se on things, Chinese 

e and British repre- 

> | hw sentatives emerged 

from the latest 

round of Sino-British talks in Peking on 

Hongkong’s future describing them as 

“useful and constructive.” Although those 

words echo the joint statement released at 

the end of the first round of talks in July, 

the statement following the October 19-20 

talks appeared more positive compared 

with a curt, two-sentence statement after 

the previous round in September. That 

Statement merely said the Chinese and 

British officials had met and would meet 
again. 

The warmer October statement rep- 
resented a backing off from confron- 
tationist attitudes. Both Peking and Lon- 
don had been forced by circumstance to 
recognise that unless there was some signs 
of improvement in the atmosphere of the 
Sino-British talks, the talks themselves 
might be overtaken by other events, as 
Hongkong, which has defied history for so 
long, might lose its nerve and topple off 
the stage. The September statement was 
interpreted as meaning the talks were 
stalemated, sending the Hongkong dollar 
into a nosedive. 

It remains to be seen, however, whether 
the October meetings marked a real turn- 
ing point in Sino-British relations over the 
Hongkong issue following a year of fruit- 
less and often acrimonious sparring since 
British Prime Minister Margaret Thatcher 
visited Peking in September 1982. If the 
October sessions saw an improvement in 
bilateral exchanges, the sixth round of 
talks, due in mid-November, should see 
the beginning of constructive progress. 
20 








But there is equally the possibility that the 
recent improvement in Sino-British rela- 
tions is not a precursor of a settlement but 
a late-in-the-day attempt to ensure that 
the territory does not fall apart at the 
seams. 

The extent of public alarm prevailing in 
Hongkong earlier in October apparently 
caused both sides to halt the erosion of 
confidence. China reacted by easing its 
antagonistic stand in its propaganda cam- 
paign (though Peking continues to turn 
out pronouncéments of its intention to re- 
cover sovereignty and administration of 
Hongkong by 1997). China seems to have 


determined that it is best, for now atleast, | 


not to throw out the baby with the bath- 
water. 


he Hongkong Government admitted 

that whatever the underlying political 
cause of the fall of the Hongkong dollar, it 
could not simply shrug its shoulders and 
say: "That's market forces." It intervened 
by pegging the Hongkong dollar note 
issue to the US dollar at a rate of 
HK$7.80:US$1. The stabilisation moves 
helped to allay China's professed suspi- 
cions that currency instability had been 
engineered by the Hongkong Govern- 
ment for political purposes — suspicions 


that said rather more about Peking's cast | 


of mind than about the actual situation in 
Hongkong. 

Equally significant was a letter from 
Thatcher to her Chinese counterpart, re- 
portedly delivered by British Ambassador 
Sir Percy Cradock, who is also chief of the 
British negotiating team. In keeping with 
the secrecy which Britain has maintained 
regarding the bilateral talks, the contents 
of the letter have not been disclosed. It 
was described in some press reports as 
representing a considerably softer stand 








апо ап айт! { role in 
post-1997 Hongkong, when Britain’s lease 
on most of the territory expires. 

These reports are a misreading. It is un- 
likely that Thatcher — who has little pre- 
dilection for an early compromise and has 
been urged to stand fast by the Hongkong 
Executive Council — would have made 
any significant concessions at this stage. 
What she seemed to have done rather was 
to restate the British position in a way that 
China finds more palatable. More import- 
ant may be the fact that Thatcher wrote at 
all. 

Hitherto, the strong but crude and 
legalistic position that Thatcher took a 
year ago, combined with British insistence 
on secrecy regarding the content of the 
talks, has allowed Chinese propagandists 
to present Britain as struggling to main- 
tain its colonialist toehold to the last. In 
fact, the British negotiators are selling the 
idea that existing social and economic 
liberties must continue after 1997, neces- 
sitating some system of guarantees or in- 
stitutionalised buffers between Hongkong 


and Peking. 
China, on the other hand, has hitherto 
taken the stance that Hongkong’s 


economic success is the fruit of the hard 
work of Hongkong Chinese together with 
support from the mainland and that once 
sovereignty and administration have re- 
verted to Peking, the future of Hongkong 
is in the hands of the Chinese people 
alone. 

At the height of the Chinese prop- 
aganda barrage, the British came under 
heavy pressure from some quarters in 
Hongkong to reveal their position at the 
talks to show that it was constructive 
rather than defensively colonial. This 
pressure was resisted on the grounds that 
going public on its negotiating position 
would further irritate China. Meanwhile, 
Britain would rather gamble on the scepti- 
cism of Hongkong people towards Pe- 
king’s propaganda than respond to it or 
prove the British Government’s good 
faith. 

The talks will thus proceed in a quieter 
atmosphere. The Chinese have shown 
that they hold all the power and are pre- 
pared to use it. However, the key doubt 
remains: Peking has yet to convince any- 
one, possibly including itself, that Hong- 
kong can exist without some checks be- 
tween Peking and a local administration. 
Peking’s “Hongkong people rule Hong- 
kong” (gangren zhigang) theory has re- 
cently been reiterated through Denny 
Huang, an elected member of Hong- 
kong’s Urban Council, who met Ji 
Pengfei, director of the Hongkong and 
Macau Affairs Office under Peking’s State 
Council. 

Huang quoted Ji as saying: “Hong- 
kong’s top executives will be recom- 
mended by local representative organisa- 
tions and appointed by the Chinese Gov- 
ernment." This contradicts a statement 
made by Chinese Foreign Minister Wu 
Xueqian during a visit to Canada promis- 
ing that the mainland will not send people 
to administer Hongkong. 
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CELLINI ; 


s Over 500 years ago, the Ttalian‏ کي 
SE i KG Renaissance saw achievements‏ 
e in thé Arts which astonished‏ 2 
the world. Many artists were —‏ —- < 
I immensely talented; a select few |‏ 
possessed true genius: |‏ پا 
Inthe field of jewellery design, sod: ;‏ * 
р smithing and the setting of precious.‏ 
stones worked one such true genius. -‏ 
His name was Benvenuto Cellini. -4‏ - 
Today: the traditions of. A me‏ 
Cellini live on in our own =”‏ 
works of gold and precious aN‏ 
stones. Each a totally ori- Ай,‏ 
ginal conception, pains- Д‏ 
takingly handcrafted with‏ 
skilland infinite patience. >‏ 
The Cellini Collection =‏ 
of precious watches by >‏ 
Rolex of Geneva.‏ 
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Reduced Economy fares. 

| Booking: 

| Depending on the place of depa 
ture and length of stay, Swissair 
can offer a variety of reduced 
fares for passengers travelling 
alone or in groups. 
Tickets at Public Excursion fares 
(PEX) and Advance Purchase 
Excursion fares (APEX, with 
prebooking and prepayment) 
involve a minimum and a maxi- 

f mum length of stay, are not avail- 

| able for all flights and vary 
according to the fare, destination 
and season. Journeys can be 
interrupted on certain routes on 
payment of a surcharge; changes 
to reservations and fare refunds 
are only possible to a limited 
extent. 
Check-in: 
Swissair's Seat Selection System 
allocates the best available seat in 
the Swiss Class. 


'issair - ‘ould like 
a concise statemen 





ditional service which make 
Swissair’s Economy Class a true 
Swiss Class. 

Large selection of newspapers 
and magazines. 

Free earphones on B-747s and 
DC-10s (choice of 8 music pro- 
grammes, film show on long- 
haul routes). 

All drinks (except champagne) 
are free. 

Wine is served in glasses and, ex- 
cept on very short routes, proper 
cutlery and china are always 
used, 

Ор long-haul routes, a choice of 
two menus. 


Swissair oryour [ATA travel agent 
will be happy to give you any fur- 
ther information. 


We wish all passengers with the green boarding pass a pleasant flight. 








Non-reduced Economy fare. 
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ers within Europe ш transit 
etween two Swissair flights at 


wiss Class passengers with a 
lue boarding pass are the first to 
nter the aircraft, so they can go 
п board in peace and quiet and 
ave more room for their hand 
aggage in the closable racks. 
'hey enjoy the comfort and tra- 
itional service which make 
wissair's Economy Class а true 
wiss Class. 
eing in the front part of the 
bin in our DC-10s and B-747s, 
ey have a larger choice of 
ewspapers and magazines and 
ceive particularly attentive ser- 
ice from the cabin crew. 
ree earphones in B-747s and 
DC-10s (choice of 8 music pro- 
ammes, film show on long- 
aul routes). 
l| drinks free (except cham- 
agne). Wine is served in glasses 


hoice of two menus. 


wissairoryour IATA travel agent 
ill be happy to give you any fur- 
rer information. 


arding pass a pleasant flight. 





f its fare system. 


First Class fare. 





Booking: 

First Class passengers book their 
outward and return flights as 
occasion demands. There's total 
flexibility when making changes 
to reservations or routes, and 
journeys can be interrupted 
without asurcharge. The ticket is 
valid for a whole year and unused 
flight coupons are refunded 
without any deduction. 

Seat selection at the time ofbook- 
ing (choice of any available seat 
inthe First Class smoking ornon- 
smoking sections) Оп flights 
which are not fully booked; with 
the aid of Swissair’s reservations 


system the adjacent seat is kept 


empty whenever possible, 
Check-in: 

First Class check-in desks at 
almost all airports on Swissair’s 
route network as well as in the 
transitarea at Zurich and Geneva 
airport. 


First . Class. passengers. are 


entitled to register 30 kg of bag- 
gage free of charge. . 

Special First Class lounges at 
over 30 Swissair destinations 
(including the transit areas in 
Geneva and Zurich), while at 
other airports а voucher is pre- 
sented for a free drink in an air- 
port restaurant anywhere on the 
route. 

Оп board: 

Separate boarding without. any 
jostle, a personal welcome from 
the cabin crew, special coat com- 
partments, more room in the 
closable hand-baggage racks. 
More cabin personnel, so more 


attentive service for each indi- 
vidual passenger. А really dis- 
tinctive ambience, with peace 
and quiet for work or relaxation. 
Unusually large selection of 
newspapers and magazines. 
Sennheiser headphones in DC- 
10s and B-747s (choice of 8 music 
programmes, film show on long- 
haul routes). 
Separate. toilets for First Class 
cabins on the B-747, DC-10, A310, 
DC-8 and DC-9-81. 
Outstandingly comfortable seats 
and generous elbow- and leg- 
room in all First Class compart- 
ments in Swissair's fleet. 
In B-747s and DC-10s, Slumbe- 
ith adjustable foot- and 
leg-rests and. seat-backs with a 
luxurious recline enable you to 
stretch out and rest in comfort. 
Leather seats in the DC-9-81. 
Large choice of drinks, including 
selected wines and champagnes. 
Silver cutlery. and real china, 
tablecloths and cloth napkins. 
On long-haul routes, a choice of 
three menus (or ala carte from all 
three). 
On certain flights, the excep- 
tionally light and wholesome 
“Cuisine moderne Swissair”. 
Baggage belonging to First Class 
passengers is the first to be 
unloaded on arrival, so at many 
airports they сап collect their 
cases earlier from the baggage 
arrival hall. 


Swissairoryour LATA travel agent 
will be happy to give you any fur- 
ther information. 


We wish all passengers with the red boarding pass a pleasant flight. 
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COMMERZBANK 3% 





» Ап 
investment 
in knowledge 
pays the best 
interest.« 


ш Benjamin Franklin ~ 








Knowledgeable institutional and pri- i 
vate investors around the world turn to 
Commerzbank. For proven resource- 
fulness and state-of-the-art technical 
capabilities in all major areas of in- 
vestment. 
To find out why, ask a Commerz- 


banker. 


Hong Kong Branch: Connaught Centre, Connaught Road, 
Hong Kong, Tel.: 210217, Tx.: 66400 cbk hx hk 

Tokyo Branch: Nippon Press Center, 2-2-1, Uchisaiwaicho Chiyo- 
da-ku; Tokyo, Tel.: 502-4371/4375, DomesticTx.: 2275506 cbidok 
Commerzbank (South East Asia) Lid., Tower 3902, DBS Building, 
6, ‘Shenton Way, Singapore, Tel.: 2234855, Tx.: 27189 cbksin 


Head Office: Р.О. Box 2534, 0-6000 Frankfurt/Main. 
860 branches throughout West Germany, including West Berlin. 
Branches ond. Subsidiaries: Amsterdam, Antwerp, Atlanta, 
Barcelona, Brussels, Chicago, Hong Kong, London, Luxem- 
bourg, Madrid, New York, Poris; Rotterdam, Singapore, Tokyo. 
Representative Offices: : Beijing, Buenos Aires, Cairo, Caracas, 

Copenhagen, Pha. ‘Johannesburg, Lima, Madrid, Manama 
(Bahrain), Mexico City, Moscow, оде Janeiro, SáoPaulo, Sydney, 
Tehran, Tokyo, Toronto, Windhoek. 
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JAPAN 


The sound barrier 


Civilians living near United States air bases increase 
efforts to curb noise from warplane training flights 


By Mike Tharp 
Yamato, Japan: Shibenobu Hamazaki 
and his wife sat cross-legged at a low table 
in their home in this city, some 60 kms 
southwest of Tokyo. The grey-haired sur- 
gical instrument maker explained why he 
heads a 23-year-old association which op- 
poses United States aircraft flights from 
nearby Atsugi Naval Air Station. Periodi- 
cally, Hamazaki was forced to stop speak- 
ing when F4 jet fighter-bombers and 
cargo jets drowned out his words as they 
passed low overhead. “We are not anti- 
American,” he said after a pause. “We are 
anti-noise.” 

The issue of American training flights in 
the country has recently ballooned into a 
potentially divisive problem between the 
US and Japan. Marine corps Maj.-Gen. 
Marc Moore, who was the second-ranking 
US officer in Japan until his departure in 
mid-1982, said then that he was “deeply 
concerned about the readiness of our 
forces” because of local restrictions on 
training flights. 

When US Defence Secretary Caspar 
Weinberger visited Japan in September, 
he brought a special message from Adm. 
William Crowe, commander-in-chief of 
US forces in the Pacific. The admiral 
asked Weinberger to mention specifically 
to Japan Defence Agency (JDA) Direc- 
tor-General Kazuo Tanikawa that more 
night flights were needed from Atsugi so 
that US pilots based on the aircraft carrier 
Midway could maintain their takeoff and 
landing skills. 

Both Washington and Tokyo hope the 
dispute can be solved quickly. 
So far, as the leader of the as- 
sociation opposing the flights 
indicated, there has been little 
overt anti-American sentiment 
among people around the air- 
base. But any mutually satis- 
factory solution to the training- 
flight problem will be hard to 
forge, expensive to fund and 
could take years to imple- 
ment. 

In one sense the issue illus- 
trates both the good and bad 
aspects of the US-Japan sec- 
urity alliance. On the one 
hand, US forces enjoy the con- 
venience and safety of a large 
port, Yokosuka, near Atsugi, 
and the large Atsugi airbase. 
Neither city is far from Tokyo, 
and American military families 
appear to have mixed well with 
local people. Japanese Self-De- 
fence Forces have also bene- 
fited from joint manoeuvres. 

On the other hand, Japanese 
civilians must deal directly with 
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Young visitor at US airbase open dav: an elusive alternative. 


a foreign military presence in their midst 
— a presence that sometimes disrupts 
their daily routine. American sailors and 
pilots also can conjure up visions of the 
post-World War II Occupation among 
older Japanese. It is no coincidence that 
the Japan Socialist Party, which op- 
poses the US-Japan security treaty, 
has some strong support among voters 
here. 

Resistance to military training has oc- 
curred elsewhere in Japan. Some Ameri- 
can and Japanese environmentalist groups 
have opposed the use of the US forces’ 
ammunition depot on the Miura peninsula 
as a housing site for Americans. They con- 
tend the area is a sheltered stopover for 
several species of wild birds migrating 
from China and Siberia. But the main 
focus of attention and contention is At- 
sugi. Essentially, the issue involves the 
frequency, timing and altitude of training 
flights. 


eo is the home port of the Mid- 
way, the oldest carrier in the US 7th 
Fleet. By stationing the vessel in Japan, it 
always remains ‘available for patrols 
throughout Asia. Also, the Midway can 
be serviced at Yokosuka by the port's 
highly regarded Japanese shipyard work- 
ers, Unlike other carriers, the Midway 
does not get long overhauls that keep 
other ships out of commission for ex- 
tended periods. Once or twice a year the 
ship pulls into Yokosuka where it spends a 
month being reconditioned. 
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It is during these overhauls that US 
naval officers worry that Midway-based 
pilots are not getting enough training. 
“This is a critical time," explains one US 
military expert. "The pilots have to keep 
up their proficiency, so it is crucial to ргаё- 
tise landings" in order to keep the split- 


“F second reflexes required to land on a sea- 


borne carrier. The skill is roughly equiva- 
lent to tossing a raw egg onto a movin 
metal plate floating in a wave-lashe 
swimming pool — except that a pilot's life 
is on the line. 

In turn, pilot proficiency is deemed vital 
to providing a major part of the 7th Fleet's 
deterrent and attack capability in Asia. 
According to US officials travelling with 
Weinberger on his recent trip to Japan, 
the defence secretary told his Japanese 
counterpart: "Pilots on board our aircraft 
carriers need to be qualified for our inter- 
national operations." 

Another factor important to the US side 
is servicemen's families. For the past de- 
cade, the Midway's crew has been making 
difficult personal sacrifices to maintain 
their combat readiness. This has included 
spending less time with their families, who 
live around Atsugi and Yokosuka. When 
the Midway returns from a long mission 
overseas for a month of servicing, pilots 
can maintain their skills flying from Atsugi 
while living with their families. If they are 
forced to train at another site, that advan- 
tage is lost. "Many of them see their wives 
only two months a year," one defence ex- 
pert said. “How long do you want to bear 
that intangible personal cost?" 

Opponents of the local training flights 
contend they have also had to bear serious 
personal costs. Residents claim that air- 
craft noise has caused medical and 
psychological problems for years. School- 
children cannot study at night, families 
cannot talk in their homes and elderly per- 
sons suffer insomnia and other noise-re- 
lated disabilities. 

They also cite concerns over safety, Ha- 
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related incidents involving Atsugi aircraft 
- Over the past two decades and 170 
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| episodes of objects falling from aircraft. 
Since 1960, the Kanagawa prefectural 
| government says 13 persons have died, 51 
жеге injured and more than 50 homes 
' were destroyed by fire or from the impact 
_ of Atsugi-based jets which have crashed. 
Groups opposing the training flights 
"have won and lost battles over the 
years. Flights currently are banned after 
10 p.m. until 6 a.m., though US comman- 
ders sometimes use an emergency provi- 
sion in the agreement to conduct flights 


- during the night. Last year the Yokohama 


district court rejected a suit by several 
dozen local residents petitioning the court 
to ban flights from 8 p.m. to 8 a.m. and re- 
duced the amount of damages to be 
awarded for years of physical and mental 
stress from ¥290 million (US$1.3 million) 


| to ¥36 million. The residents have ap- 


pealed the verdict to the Tokyo High 
Court. 
US authorities have agreed to restrict 


_ the number of aircraft involved in night- 


training flights and to raise the minimum 
altitude of aircraft as they take off and 
land. US forces and Japan's central gov- 
ernment have spent millions of yen sound- 
proofing local buildings — even paving 
half of residents' monthly TV fees because 
broadcasts are interrupted by the flights. 


everal options are being considered. 

One is to transfer pilots who need 
night landing practice to one or more JDA 
air bases in other prefectures. Residents in 
those areas, however, are already forming 
opposition groups to fight this proposal. 
Another suggestion is to build a new base 
for the training flights elsewhere in Japan, 
but Japanese officials cite the difficulties 
in finding a suitable site not already used 
for other purposes. 

Finally, some experts have recom- 
mended the construction of a floating air- 
port somewhere within a 160-km. radius 
of Yokosuka. Japanese shipbuilding com- 
panies are said to favour this idea as a way 
to provide jobs for their workers, but it re- 
mains unclear who would pay the esti- 
mated ¥100 billion construction costs re- 
quired for at least a 1,800-m.-long runway 
and necessary support equipment. 

The US side is putting more pressure on 
Tokyo to come up with a solution. Simul- 
taneously, local residents are increasing 
their opposition to any more training 
flights. Until now the problem has been 
characterised by good-faith efforts on all 
sides to deal with the vexing situation, but 
some observers fear an emotional escala- 
tion on both sides if a solution is not found 


n. 

"We don't deny that US forces in Japan 
must conduct some military activities," 
said Takeshi Kurosawa, an official of 
Ayase city, located near the Atsugi base, 
*but we are responsible for the environ- 
ment surrounding our local population. 
We go to the base and ask them to stop 
night landing practices, but they also ask 
us to find an alternative." So far, the alter- 
native remains elusive. 





SINGAPORE 


A new face at Finance 







Tony Tan, considered one of the ablest of 'second generation' 
leaders, adds finance minister to his lengthy list of duties 


By Lincoln Kaye 
To Tan, perhaps the archetypal tech- 
nocrat of Prime Minister Lee Kuan 
Yew's hand-picked “second generation” 
of Singapore politicians, has taken over 
the portfolio left vacant by the death on 
October 14 of Finance Minister Hon Sui 
Sen. The 43-year-old former banker and 
academician adds the finance portfolio to 
his current duties as minister of trade and 
industry. 

Even before Hon's death, Tan had as- 
sumed one important Finance Ministry 
function — 1984 will mark the third year 
running that he has prepared the national 
budget. But despite Tan's dual cabinet 
role, which gives him a monopoly on econ- 
omy-related portfolios,. policy in the 
economic sphere is likely to continue to be 
dominated by Deputy Prime Minister 
Goh Keng Swee, long known as the ar- 
chitect of the Singaporean economy. 

Tan's appointment ended a week of 
speculation on Hon's successor. Other 
candidates mentioned had included such 
rising stars of the second-generation 
cabinet as Tan's ecessor in the trade 
and industry post, Goh Chok Tong (cur- 
rently defence minister and second health 
minister); ex-banker S. Dhanabalan (now 
holding the foreign affairs and culture 
portfolios), and the secretary-general of 
the National Trades Union Congress, Ong 
Teng Cheong, who is also a minister with- 
out portfolio. 

The fortunes of these younger techno- 
crats are eagerly watched by Singaporeans 
alert for clues on the eventual succession 
to the top-most echelons of the ruling 
People's Action Party (PAP). The allot- 
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Hon; Tan: handing on the torch to the younger generation. 


ment of cabinet portfolios is personally or- 
chestrated by Lee, who, on the occasion of 
his 60th birthday celebration recently, 
reiterated the priority he places upon the 
succession question. Some observers had 
expected the finance portfolio to be pass- 
ed, at least temporarily, to one of the 
older cabinet stalwarts such as Goh Keng 
Swee or Law Minister E. W. Barker, 
rather than giving a clear nod to any of the 
second generation. 

Tan's political style is considered more 
retiring that that of some of his colleagues, 
who stage frequent **walkabouts" in their 
parliamentary constituencies and grant 
far-ranging interviews to the press. The 
contrast is typified by Tan's last major 
press statement — strictly confined to 
economic affairs — which was given to the 
United States correspondent of a Singa- 
pore daily at a meeting of the Interna- 
tional Monetary Fund, rather than to a 
locally based reporter. 

Yet for all his public reticence, Tan is 
considered “а first-rate administrator and 
а first-rate mind," in the words of one 
local academic who knew him before his 
1979 debut in politics. Holder of a docto- 
rate in applied mathematics, Tan had 
served as vice-chancellor of the National 
University of Singapore before he was 
tapped by the PAP to stand for parlia- 
ment. His first cabinet portfolio was as 
education minister; he is still responsible 
for the National University. 

'Tan will be joined in the Finance Minis- 
try by Minister of State Lee Yock Suan, 
36, who is transferring from the Ministry 
of National Development. 
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old Court 


ernational Reserves 


ternational Reserves Limited is an open-ended investment company registered in 
aged by N.M. Rothschild Asset Management (C.I.) Limited. The shares of each 
he Company are listed on The Stock Exchange, London, and published daily in. the. 
"Offsho nds" section of the London "Financial Times" and in the "Business Section”. of the 
"South China Morning Post". 
The Company provides an alternative to a bank deposit account in the currency of the investor 
choice. Wholesale rates of interest and foreign exchange are available together with a high degr 
of security, ready availability of funds, and a simple means of switching between currencies. . 





















Japanese Yen Singapore Dollar © - French Franc 
a Deutschemark Swiss Franc Italian Lira 
ing Dutch Guilder Belgian Franc ( Financial) | 


A separate fund (“Currency Fund”) is maintained in each currency in respect of each class of 
shares. Each Currency Fund has a portfolio of deposits in its respective currency. 
Within each Currency Fund there is therefore no currency risk. 


* The Company's policy is to invest in a spread of wa us mur cz eU cM d E M RE RE. 

deposits maturing within twelve months. r 

Shares may be applied for on any business day and 

may be redeemed subject to seven days' notice. 

Shareholders can convert from one currency to 

another at no cost. : 

e All income is accumulated in the appropriate 
Currency Fund, and the share prices are calculated 
to reflect each day's accrued income. 

e There is an overall management fee of 44% per 
annum. There is no initial charge and there is a 
single price for the buying and selling of each 
class of shares. x 

Eighteen thousand investors from seventy countries 

have invested over US$1 billion in Old Court 

International Reserves Limited. 

Bankers and Custodian: N.M. Rothschild & Sons 

(C.L) Limited, St. Julian's Court, St. Peter Port, 

Guernsey, Channel Islands. 


Hong Kong Respresentative: N.M. Rothschild & Sons 
(Hong Kong) Limited, 3áth Fl, Connaught Centre, 
Hong Kong. 
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3áth Fl, Connaught Centre, Hong Kong. 
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FOREIGN RELATIONS 





A glacially slow thaw 


The atmosphere improves between Peking and Moscow 
— but their basic differences remain unsolved 


By Nayan Chanda 

Hongkong: As the third round of Sino- 
Soviet talks ended in Peking in late Oc- 
tober there was a growing feeling among 
observers that while the talks held since 
October last year have contributed to an 
improved atmosphere and greater bilat- 
eral cooperation, a breakthrough would 
have to come from a higher level of politi- 
cal dialogue. 

Both Chinese and Western sources say 
that Soviet negotiator Leonid Ilyichev and 
his Chinese counterpart, Vice-Foreign 
Minister Qian Qichen, have failed to re- 
solve differences over Cambodia, Af- 
ghanistan and security along the Sino- 
Soviet border — the three obstacles to 
good relations.cited by Peking. But they 
have agreed to double the volume of 
trade, step up cultural ties and resume 
technical cooperation. 

The decision to double trade from the 
current annual level of US$815 million is 
significant, as total Sino-Soviet trade was 
a mere US$312 million only a year ago. 
The agreement for the Soviet Union to 
help modernise a factory it constructed in 
Harbin in the heyday of Sino-Soviet 
friendship is also viewed by observers as a 
pointer to China's keenness to diversify its 
sources of equipment for its modernisa- 
tion plans. 

Analysts have long held that despite 
China's eagerness to secure as much West- 
ern technology as it can get hold of, practi- 
cal considerations such as the cost of mod- 
ernising existing plants and the advan- 
tages of barter trade between two socialist 
economies should make less expensive 
Soviet technology an attractive choice — 
at least in certain sectors. The reported 
decision to bring Soviet technicians back 
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to Harbin to re-equip a plant may signal a 
trend. 

According to a Peking source, the deci- 
sion to seek Soviet cooperation in moder- 
nising the plant is based primarily on solid 
economic considerations. It is more 
economical to modernise Soviet-built fac- 
tories with  later-generation Soviet 
machinery than by replacing it with West- 
ern equipment, he said. Asked if China 
was not deterred by the experience in 
1960, when Soviet engineers suddenly 
went home with their blueprints leaving 
behind half-finished projects, the source 
said: “The situation is different today. We 
are not as helpless or dependent on one 
country as we were in the 1950s.” 

Since October 1982, when Sino-Soviet 
talks started in Peking in total secrecy, the 
frostiness in the two nations’ relationship 
has thawed considerably. The two most 
striking signals of the new atmosphere 
were the invitation to Soviet Deputy 
Foreign Minister Mikhail Kapitsa for a 
review of the international situation and 
the arrival of the first group of Soviet 
tourists to visit China for more than two 
decades. 


he mild Chinese reaction to the Mon- 

golian expulsion of ethnic Chinese resi- 
dents has been another indication of Pe- 
king's desire to avoid setbacks to the im- 
proving atmosphere with the Soviet 
Union. Peking is ready to give Moscow 
the benefit of the doubt that it did not in- 
stigate the expulsions. After a mild formal 
protest, China despatched officials to 
Ulan Bator to arrange for the orderly re- 
turn of Chinese nationals. To underline its 
desire to maintain good relations with 
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Ulan Bator, Peking has invited a Mongo- | 


lian sports team for a two-week visit. 

Moscow was also gratified by China’s 
low-key reaction to the downing of the 
Korean Air Lines Boeing 747 by a Soviet 
fighter. China abstained during the vote at 
the United Nations Security Council as 
well as at the International Civil Aviation 
Organisation meeting in September. At 
both meetings, resolutions were pre- 
sented condemning the Soviet action. 
Chinese Foreign Minister Wu Xuegian 
later explained the Chinese position by 
saying: "We did not have full information 
to judge the case." 

The most recent indications of the im- 
proved atmosphere in China's relations 
with the Soviet bloc were the visits to Pe- 
king of the foreign trade ministers of Hun- 
gary and Cuba and a senior official of the 
Bulgarian Foreign Ministry. China has 
taken a keen interest in Hungarian 
economic reforms and in June sent a vice- 
foreign minister to visit Hungary. The 
Bulgarian official was making a return 
visit after a senior Chinese Foreign Minis- 
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try official made а trip to Sofia in June. | 


However, the more striking develop- 
ment was the visit by the Cuban minister 
of trade. Since the early 1970s Cuba has 
been regarded by China as one of the most 
evil countries in the world after the Soviet 
Union. During the height of the Sino- 
Vietnamese quarrel in 1978, Peking began 
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calling Vietnam a “Cuba of the Orient" — _ 


the highest form of insult. 

The improvements in the atmosphere, 
however, have not brought the Soviet 
Union and China any closer politically. 
Chinese media continue to denounce so- 
called Soviet hegemonism. And the Soviet 
press and radio have continued to repro- 
duce criticisms of China from Mongolia 


and Vietnam and have made barbed at- | 


tacks on “а certain Asian power" for its 
“erroneous policy.” In an unusual deve- - 


gress made a veiled criticism of China's 
elder statesman Deng Xiaoping. An Au- 
gust 15 broadcast in Mandarin did not 
name Deng, or even China, but a sugges- 
tion about the emergence of a new person- 


ality cult іп a certain country left no doubt - 


about the target of the sarcastic commen- 
tary. 

These propaganda attacks are, how- 
ever, only the symptoms of the basic dif- 





ferences that remain. According to know- - 


ledgeable diplomatic sources, the Sino- 
Soviet talks have remained deadlocked 


due to the Soviet insistence on signing а | 


treaty of friendship or an equivalent docu- 
ment that would lay down the basis of 
their relationship. China, on the other 
hand, has been refusing to consider sign- 
ing a vague, general document of princi- 
ples unless it gets satisfaction on the three 
issues it says affects its security. Moscow 
has urged Peking to join it in taking confi- 
dence-building measures along the com- 
mon border and to hold talks with Mon- 
golia, Vietnam and Afghanistan to seek 
arrangements that would satisfy its sec- 
urity. 

There is no evidence of Moscow seeking 
a settlement with the Chinese over the 


lopment, Soviet Radio Peace and Pro- | 
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We expect the same from the 
side.” But the Vietnamese, 
aps even the Mongolians, are not too 
that the global interests of Moscow 
ot lead it to push for a deal with Pe- 
heir expense. The visit of a Mon- 
military delegation to Vietnam 
after the beginning of the third 
nd of Sino-Soviet talks in Peking, was 
bably for consultations on their com- 
problem vis-a-vis China. But one 












































Richard Nations 


ashington: The United States and the 
t Union have moved closer to agree- 
nt on the Asian dimension of arms con- 
--a major obstacle to progress in the 
ionth-long Geneva negotiations. 
ides have put forward new propo- 
at talks now under way over inter- 
liate-range nuclear weapons. 

new US position, announced by 
dent Ronald Reagan before. the 
ed Nations General Assembly on 
mber 26, offers to forgo full de- 
nt of intermediate-range missiles 
торе if the two sides can agree on 
global ceilings. Instead, the US 
ша "reserve its right” to deploy the re- 
der outside of Europe, but in practice 
d those missiles in reserve, since there 
по plans for deployment in Asia. Nor 
у Asian country likely to accept the 


is represents a substantial move to- 
'ds the Soviet position in that it recog- 
es а distinction between Soviet SS20s 
eployed west of the Urals and missiles 
ied. in Siberia. In practice, the US is 
osing à compromise that strikes a ba- 
ce in Europe in terms of the nuclear 
rheads actually deployed, while leaving 
yscow’s Asian posture unmatched ex- 
pt "in principle." This addresses Soviet 

cerns in Asia, US officials say pri- 
у; in that it acknowledges indirectly 
;China's nuclear arsenal poses a 
mate security threat" to the Soviet 
ion: 
‘he new US proposals are intended to 
ess Moscow's unyielding insistence 
the Geneva talks are exclusively con- 
ed with Europe without sacrificing 
he security of friendly Asian countries. 
арап, South Korea and China — all of 
vhich fall within the range of the SS20s in 
iberia — have a far greater interest in an 
greement in Geneva that secures deep 
cuts in Moscow's Siberian. deployments 
an in US moves to offset Soviet missiles 











y going ahead with Nato plans to deploy: 





there is.also a calculated. ambiguity in 


ngolian mili 


Vietnam, many diplomatic o 








,convinced that despite assurances from 
"Moscow, Hanoi is still wary of the Sino- 


Soviet talks. Although the Vietnamese 
have said they welcome Sino-Soviet talks 
as good for world peace, their frequent de- 

nunciations of China fortrying to raise the 
Cambodia question in the bilateral talks 
with the Soviet Union. indicate à con- 
tinued nervoustiess. 
In contrast with Moscow, which consid- 





ashington and Moscow may seek global limits on nuclear 
ssile deployment — a positive step for Asian security 


572 cruise and Pershing-2 missiles in 
Europe beginning in December. 

Without conceding that Siberian mis- 
siles were subject to negotiations, Soviet 
President Yuri Andropov tilted towards 
Asian opinion in a speech on August 28 
by indicating that Moscow would “liquid- 
ate" those SS20s in excess of ceilings ag- 
reed for Europe. This was widely read as 
an answer to the sharp reaction, particu- 
larly in Japan but shared in China, to Mos- 
cow's earlier assertion of a right to shift 
the excess missiles from west to east. 

While common ground is being found 
over Asia, the superpowers still remain 
deadlocked over Europe, and prospects 
for an accord are bleak. Moscow con- 
tinues to refuse any agreement which 
gives the US a right to any intermediate- 
range missiles in Europe, while insisting 
that the 162 combined British and French 
nuclear missiles be taken into account in 
the European balance. Washington — to- 
gether with London and Paris — main- 
tains that British and French weapons are 
"national deterrents" and fall outside the 
concerns of superpower talks. 


Rove; new proposal was widely re- 
ported in the Japanese press as offering 


| Moscow a bargain to freeze its Siberian 


deployments in return for deep cuts in 


| Europe. While in Tokyo recently, US De- 


fence Secretary Caspar Weinberger reas- 
sured his Japanese counterpart, Kazuo 
Tanikawa, that the US approach in 
Geneva continued to stress global limits 
and not unequal regional sub-ceilings. 
Apparently unconvinced, Tanikawa re- 
sponded that “апу agreement which sac- 
rifices Asian security would be a disaster 
for Japan" — unusually strong language 
for the Japanese. 

Suspicion remains constant in Japan 
that Washington will buckle under pres- 
sure from Europe to strike an agreement 
in Geneva at Asia's expense. Indeed, 














been pursuing an independent: policy, a 
recent article in. thé» Vietnamese army 
daily Quan Dei Nhan Dan «said: 
"Washington and Peking have openly 
exhorted each other to step up the arms 
race and cooperation against the Soviet 
Union, the three Indochinese countries 
and Afghanistan. This has once again 
given the lie to Peking's pious profession 
about its ‘independent foreign policy’. . ." 
Та a message of thanks sent to An- 
dropov for his greetings on Vietnam's Na- 
tional Day, Hanoi even more pointedly 





Washington's global approach that does 
little to comfort the Japanese: a global 
limit can assure only Japan's minimum in- 
terest of imposing a cap on Moscow's Far 
Eastern arsenal of intermediate-range 
missiles. 

It is less likely to ensure deep cuts east 
of the Urals, since it is left to Moscow whe- 
ther to absorb all the reductions required 
by àn agreement from its European: de- 
ployments. This would amount to an un- 
balanced agreement which would seem to 
benefit only Europe and be read in Asia as 
a sellout by Washington... 

US officials maintain, however, that all 
this depends on the arithmetic of the 
agreement. The Soviet’s 351 SS20 missiles 
each carry three warheads for a total de- 
ployment globally of 1,053 warheads, of 
which 729 are in Europe and 324 in Asia. 
The US objective, arms-control officials 
insist, is to cut the total to a figure not 
higher than 450. 

Agreement at this level would theoreti- 
cally permit Moscow to maintain its Asian 
missiles unchanged but only at the cost of 
reducing its European arsenal to 126 
warheads by destroying 603. But US offi- 
cials argue privately that Moscow's “legiti- 
mate" security interests set a practical 
floor to the level of reductions in either 
theatre and that the Soviets are therefore 
more likely to balance their cuts by pre- 
serving the present ratio of one missile in 
Asia for every two in Europe. 

On this assumption, agreement at a 
global level of 450 warheads would pro- 
duce reductions in Asia of 174 warheads to 
150, and in Europe of 424 warheads to 
300. Reagan's latest proposal implies the 
US would deploy no more than 300 single- 
warhead Cruise and Pershing-2 missiles to 
strike a balance in Europe and build, but 
not deploy, the remaining 150 missiles to 
hold in reserve against future arms-con- 
trol negotiations. 

So far, however, Moscow has refused to 
discuss any numbers at Geneva since any 
new US missiles in Europe are considered 
unacceptable. 

The China factor remains one of the pri- 
mary reasons for Washington's ambiguity. 
China is currently thought to have no 
more than 12 missiles capable of reaching 
Moscow. This is.hardly considered by 
Washington as an overwhelming threatto 
; Soviet security. Nonetheless, 





reminded Moscow that there is a “unity of 
strategic interests” between the two coun- 
tries. The meetings between Soviet and 
Vietnamese party leaders in recent 
months, the méssage stressed, have been а 
source of encouragement for the Viet- 
namese to build.socialism and "counter 
the  great-power, expansionist апа 
hegemonist ambitions of the reactionaries 
within Peking's ruling circles." 

China may not have achieved anything 
tangible on the Cambodia question from 
its talks with Moscow, but the psychologi- 
cal pressure that the talks have been able 
to put on Hanoi can be only a welcome ad- 
dition to China's strategy against Viet- 
nam. 
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negotiators recognise that Moscow can be 
particularly irrational on the topic of 
China and that Moscow is unlikely to ac- 
cept an agreement that obliges it to cut its 
Asian missiles to levels that tilt the reg- 
ional balance of forces in China’s favour. 

By the same token, Washington insists 
that Moscow now has SS20s far in excess 
of its legitimate security needs and that, 
combined with the system's distinctive 
mobility, these *extra" missiles are free to 
be moved to create points of pressure 
against Moscow's neighbours, most of 
whom are friendly to Washington. 


Д" to one widely held interpre- 
tation, the ambiguity in Washington's 
global approach is necessary not only to 
balance conflicting interests between 
Washington's European and Asian con- 
cerns, but also to probe the level where 
Moscow's SS20s are reduced from a politi- 
cal weapon of nuclear intimidation to their 
more basic security and defensive func- 
tion. This can hardly be an exact science, 
US officials stress. 

But China is also ambiguous with re- 
gard to the Geneva negotiations. Peking is 
anxious to avoid the appearance of 
cooperating with Washington, since this 
would compromise not only its indepen- 
dent foreign-policy line but the recent 
third round of Sino-Soviet talks in Peking. 
The Chinese have said recently that the 
SS20s are an issue in their talks with Mos- 
cow. Nonetheless, there was no response 
when Weinberger briefed the Chinese 
leadership on Washington's new Geneva 
proposals. Public commentary continues 
to attack both superpowers for lack of sin- 
cerity in arms-control negotiations. 

Still, the Chinese recognise that 
Washington's global posture serves their 
interests. They have therefore found Ja- 
panese Prime Minister Yasuhiro 
Nakasone’s position on arms control use- 
ful, since Japan alone can stiffen resis- 
tance in Washington against European 
pressure for a settlement at Asia’s ex- 
pense. Accordingly, Chinese Foreign 
Minister Wu Xueqian agreed with his Ja- 
panese counterpart after talks at the UN 
to call for the removal of the Soviet SS20s 
from Asia. Nakasone appears to have hit 
upon a security issue which Japan can ad- 
vocate on the international stage and gain 
the support of its neighbours. i 
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© Foreign trade is another field where our 
clients are taking increasing advantage of 
Credit Suisse expertise and special services 
Our letter of credit business, for example, 
grew by about 50% in 1982 
Sat олш 


Your Bank 
for Foreign Business — 
Credit Suisse. 


чы т шь — 


In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss big 
bank, has helped Switzerland, 
which is small and devoid of raw 
materials, to become an important 
centre of world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

Its recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
collections against documents, 
bank guarantees and forfaiting. 






AU ns 

Our teams of specialists 
are adept at finding individualized, 
innovative ways of handling 
each new problem with precision. 
They could be of benefit to you, 
too. 

Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 
Why not you? 


CREDIT SUISSE 
CS 





Credit Suisse. Incredibly Swiss. 


33 


китте арр 


"FA 


p 


NET 


Н ч 
k 
k 
' 
i 
t 
| 
| 
f 
i 
P 


әр 





TQ 


By Ted Morello 

New York: А cold war with echoes of the 
bitter, decade-long Law of the Sea (LOS) 
battle is brewing in the United Nations 


over Antarctica. As with the LOS conven- 


tion, which was signed by 119 UN mem- 
bers in December 1982, (REVIEW, Jan. 6), 
‘the race to exploit a real or imagined trea- 
sure house of natural resources is the root 
‘cause of the conflict. Also involved — in 
descending order of concern — are 
Strategic, scientific and environmental 
considerations. 

The lines of interest are relatively clear, 
though they are certain to shift and blur as 
rhetoric transmutes into reasoned debate 
and — probably years hence — into seri- 
ous negotiations. On the inside are the 
original 12 signatories, or "consultative 
parties" — including Japan, Australia and 
New Zealand — of the 1959 Antarctic 
Treaty, which came into force in 1961. 
They were joined later by India, Brazil 
and Poland, which were accorded the 
status of consultative parties after dem- 
onstrating interest through substantial 
scientific research activity. Of the consul- 
tative parties, seven (Australia, New Zea- 
land, Britain, France, Norway, Argentina 
and Chile) claim sovereignty over terri- 
tory in the region. None of the other par- 
ties, including the two superpowers, has 
хе р out claims, nor do they recognise 

of the seven. 

Eleven other countries, including China 
and Papua New Guinea, have applied for 
membership in the Antarctic club. The 
rest of the UN's 158 member states are on 
the outside looking in. 

It was against this background that 
Malaysia, joined by the Caribbean island- 
nation of Antigua and Barbuda, formally 
requested the current general assembly 
to add to its agenda of some 145 items one 
more topic: Antarctica. The action can be 
traced back to the March non-aligned 
summit in New Delhi when conferees 
agreed that the UN "should undertake a 
comprehensive study on Antarctica . . . 
with a view to widening international co- 


- operation in the area." 


To the insiders, the non-aligned com- 
munique's most ominous language — re- 
peated in Malaysia's memorandum to the 
assembly — was contained in the demand 
that the exploration of Antarctica and the 
exploitation of its resources "shall be car- 
ried out for the benefit of all mankind." 
The insiders were painfully aware that the 
so-called heritage-of-mankind concept 
had been a powerful rallying ry for the 
outsiders in the LOS treaty negotiations: 
In neither tase aré the haves eager to 
share with the haye-nots any riches that 
might emerge from the world’s oceans, or 
Antarctica’s land mass. 

One of the first warnings against dis- 
turbing the status quo was sounded by UN 
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1 A Third World move to put ‘the last frontier’ on the UN 
, agenda succeeds — against strong opposition 


Ambassador Tom Vraalsen of Norway, 
which is one of the 12 original Antarctic 
Treaty signatories and a pioneer in South 
Pole exploration and research. Vraalsen 
expressed the fear shared by other An- 
tarctic club members that Malaysia’s 
move could be the first step towards repe- 
aling the 1959 treaty. Recalling that under 
the agreement, Antarctica is the world’s 
only demilitarised continent, the ambas- 
sador cautioned that any tinkering with 
the pact could open the region to danger- 
ous international conflicts. 

Malaysian Ambassador Tan Sri Zainal 
Abidin Sulong urged the assembly’s steer- 
ing committee to accept the new agenda 
item to safeguard the development of “the 
last frontier on earth” for the benefit of 
mankind. The potential for exploitation of 


its living and non-living natural resources 
is enormous, he said, and development 
should be carried out in a permanent and 
universally recognised framework. Zainal 
Abidin's proposal was assailed vigorously 
by the Antarctic Treaty's insiders — a 
strange mix of bedfellows, comprising in- 
dustrialised democracies and Soviet-bloc 
countries and Third World nations. The 
outsiders rallied just as forcefully to 
Malaysia. 


Bus Ambassador Sir John Thomson 
defended the treaty as establishing An- 
tarctica as a region of unparalleled inter- 
national cooperation. Its prohibition of 
any military presence or activity and its 
provision for a comprehensive system of 
on-site inspection guarantees the conti- 
nent’s zone-of-peace ‘status, he said. 
Thomson warned that Malaysia’s at- 
tempts to revise or replace the treaty 
would undermine the system of law and 
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Indian Antarctic expedition, 1982: joining the club. 
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quences for international peace and co- 
operation. 

Others in the treaty lined up to 
speak in support of the British ambas- 
sador. France’s Laurent Rapin branded 
Malaysia's initiative as “unrealistic and 
dangerous.” United States delegate Wil- 
liam Sherman pointed out that Antarctica 
is a nuclear-free zone and added: “Let’s 
keep it that way.” Echoing nearly all the 
other club speakers, Japan's Sumihiro 
Kuyama said his delegation would boycott 
committee action on the item. 

For the Soviet bloc, the Soviet Union's 
Vladimir Petrovsky charged that the very 
fact that Malaysia had raised the matter at 
all undermined the treaty and threatened 
"serious and deleterious consequences." 
The East German and Czechoslovakian 
delegates agreed. 

Singapore Ambassador Tommy Koh 
conceded that the treaty had succeeded in 
preventing the dumping of radioactive 


-waste on the continent and had facilitated 


scientific cooperation there. Indeed, he 
said, it might be the only continent on 
which the two superpowers were able to 
cooperate. However, 
he added, there was 
too much secrecy sur- 
rounding information 
about the continent. 
Also, he said, club 
members were lop- 
sidedly First World, 
and South: Africa is 
the only African 
country which is a 
party to the treaty. 
The desire to inscribe 
the item on the gen- 
eral assembly agenda 
in no way under- 
mined the treaty’s 
achievements, — but 
was intended instead 
to evoke answers to 
the many questions 
that needed sober dis- 
cussion, he  con- 
cluded. 

Koh's intervention 
was endorsed by a parade of Third World 


delegates, including the  Philippines' 
Reynaldo  Arcilla, Thailand's Saroj 
Chavanaviraj, Pakistan's Khalid 


Mahmood, Bhutan’s Om Pradhan and 
Nepal’s Uddhav Deo Bhatt. Their argu- 
ments prevailed, and the steering commit- 
tee recommended inscription. Two days 
later, the assembly plenary accepted the 
recommendation, but only after another 
round of protests — this time, by Austra- 
lia, Chile and Argentina. Speaking on the 
Antarctic club's behalf, Australia's Am- 
bassador Richard A. Woolcott warned 
that an Antarctica debate — the UN's first 
full-fledged consideration of the issue — 
would have a harmful effect on the treaty. 

Pressure to gag the .debate will be 
strong. There is still the possibility that it 
can be silenced through lobbying or par- 
liamentary manoeuvring between now 
and the assembly's pre-Christmas clos- 
ing. Ж. 
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Grain in Paris. Television BOMBAY 
sets in Bombay. Two real trade 
opportunities 

And two locations served 
by the international network of 
Banque Indosuez. À network 
now covering 60 countries 

In Asia and Australasia, 
Banque Indosuez is present in 18 
countries. From Japan to Pakistan, 
through China, South Korea, 
Hong Kong, New Zealand, 
Australia, Singapore, Thailand, 
Bangladesh, India, 

In addition to its international # 
network, Banque Indosuez also 
has deep roots in France — it has 
been headquartered in Paris 
since 1875 and has branches in 
all major French cities active in 
international business. 

Regular loans and advances, 
export financing, mergers and 
acquisitions, project financing 
Banque Indosuez opens up a 
whole world of opportunities 





BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES. 
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A lot of hot air 


That's what it takes for 
Lamipak Industries to make 50 million plastic 
bags a day. 

And Atlas Copco air compressors are 
right there in the thick of the action, quietly 
pumping 24 hours a day, 7 days a week. 
Tough work for any machine. 
















But Atlas Copco equipment is built to 
perform. Built to last. 

Built with your business in mind. 

And Lamipak knows that better than 
most. 

Atlas Copco engineers studied the 
process. Examined the equipment. Digested 
the operating parameters. Then came 
forward with the right compressors for the 
job: Two Atlas Copco GA 708's and 
GA508's, capable of delivering 408 litres 
of clean, dry air per second. 

With a regular maintenance programme 
for them, plus a trouble- shooting team at 
Lamipak's beck and call. 

That way, production marches on 
right round the clock, meeting Lamipak's 
export orders of over 350 million plastic 
bags a week. 

Looking after your interests like this 
is all part of the service. 

After all, when you buy Atlas Copco, 
you buy the whole company too. 


Atlas Copco 


When you buy our equipment, you get a whole company. 


Brunei, Econ Motors, 2'/ Mile, Jalan Gadong, Lot Nu: 8278 Bandar Seri Begawan Brune 
Jakarta Selatan, Indonesia. Japan, Atlas Copco Gadelius KK, 3-9 Torihamacho Kanazav 
Lot 6 Lorong Kawat, Shah Alam, Selangor. Philippines, Atlas Copco (Philippines) Inc 

Thailand, Diethelm & Co Ltd, 1696 New Petchburi Road. Bangkok. Bangladesh and Burt 


STOP FAMILY SHOPPN 


< 22241 





ongkong, Atlas Copco (HK) Ltd, 227-229 Wai Yip Street G/F & 1/F Kwun Tong. Kowloon. Indonesia, P T. Atiasco Sakti, Cilandak Commercial Estate 203 

i, Yokohama-shi, Kanagawa Pref 236. Korea, Atlas Copco Korea Co Ltd, 105-1 Banpo- Dong. Gangnam- ku, Seoul. Malaysia, Atlas Copco (Malaysia) Sdn Bhd, 
п 15 South Superhighway, Paranaque, Metro Manila. Taiwan, Atlas Copco Taiwan Ltd, 497-501 Ching Ping Road, Chung Ho City, Taipei Hsien 

iquiries to Singapore · Atlas Copco (SEA) Pte Ltd 21 Tuas Avenue 3 Singapore 2263 
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e asfor 


compagnie francaise des aciers spéciaux 





Bernard Vendel et associés sa Ж 





The Compagnie francaise des aciers spéciaux is one of the leading European 
manufacturers of bar products in carbon and alloy specialty steels. These products 
are sold under the trade mark Asfor. 


e Asfor steels can be produced in strict accordance with the standards used in any 
country or according to the customer's specific requirements. 


e Asfor specialties : heat treated, improved machinability and high alloy steels; 
steels for forging, nitriding or extrusion. 


Asfor products are successful internationaly in all specialty steel using markets: 
forging, automotive, machine and equipment industries, engineering, armaments, 
railroad, aeronautic and oil industries,... 








Head office : Immeuble lle de France / 4 Place de la Pyramide - Cedex 33 
92070 Paris La Défense 9 
Tel: (33.1) 7671020 / Telex ASFOR 614 623F 


Sales offices in Bloomfield, Houston, Detroit, Los Angeles, Dusseldorf, Milan, 
Birmingham, Madrid and representatives in most countries. 
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The Peninsula, Hong Kong The Manila Peninsula The Bangkok Peninsula 


> а sé à The Peninsula Group is the 
x 
Fulfilling the pI 10700149 of the Orient, oldest and most established hotel 
^ үст " . group in the Orient. Behind it 
for over one hundred M Cars. stands a hundred year heritage of 
dedicated service to business and pleasure travellers. 

We understand why you come to the Orient. And whether you 

travel to Manila, Singapore, Bangkok, Hong Kong or Beijing, we 


insula Group 


know how to make your trip RA The Pe 
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live up to all your expectations. 
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There is only one Marco Polo Business Class. 
And now it’s on every flight. 


'* Where the merchant traveller is treated like a prince. ' 
Marco Polo 










Real Business Class. Not cosmetic economy class. And now it’s available on all 
Cathay Pacific 747 and Super TriStar flights worldwide. 

For this sort of comfort, Marco Polo had to wait until he reached his destination. 
But you, the merchant traveller of today, can now fly real Business Class more often 
to more cities in greater comfort than ever before. 

Comfort and convenience. It’s a combination of which Marco Polo himself 
would have approved. 
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those who so.evidently relish the exer- 
cise of personal power should be reci- 
pients of the Nobel Peace Prize. 1 have 
no doubt at all that Lech Walesa will go 


down in Polish history as-a great patriot | 


who struggled. to free Poles from the 
dead weight of Soviet-imposed bureau- 
cratic communis have Lany doubt 
that for years to come he will be a symbol 
arly in Europe, en- 

peles. Walesa de- 











serves medal 


nation and co of purpose, But 






Menachem Begin, Christmas bomber 
Henry, Kissinger, war-waging Lé Duc 
Tho (who had the honesty to decline it) 





Walesa may seem an innocuous enough 
choice. But there is no evidence at all 
that Walesa 1 









Solidarity has advocated peaceful means 
because all the force is in the hands of its 
f is.no doubt that the 
ly precipitated a 
vention and created 
the greatest danger of war in Europe 


since the invasion of Czechoslovakia in | 


1968. 7 | 

` That, of course, is more the Soviets’ 
fault than  Walesa's. Nonetheless, 
Walesa was not campaigning for peace, 
_ did not suffer for peace, nor was he an in- 
© nocent victim of state violence. He set 
out, however justifiably, to challenge 
not just tlie ideas but the power structure 


of the state. All of which, in the Polish | 


context, was laudable. But peace? 
It seems to me that leading political 
figures 





inless they can be shown to 


* Taruc to lay down his arms (though that 
was a peace effort which ‘made, not 
marred, his political career): 

It seems Aquino was not à candidate 
for the prize. But the list fróm which 
Walesa was drawn was as curious as 
Walesa himself. It included Nazi hunter 
Simon Wiesenthal, whose life work has 
been retribution, not reconciliation; 
Philip Habib, an able and hard-working 
| negotiator, but just a diplomat doing his 
job; the pope, whose ability to lecture all 
and sundry on peace is not matched by 
achievement in peace-making, and the 
United Nations Children’s Fund (one of 
a number of self-congratulatory interna- 


| tional bureaucracies). 


It is thus with tongue not entirely in 
cheek that we propose the following as 
candidates for future peace prizes: Sad- 


ө IT has always s (med bizarre" that | 





ge and determi- | 


and the duplicitous: Anwar ` Sadat, | 


& dedicated to peace —' 


At all times unsuitable for | 


| 
| 
| 
| 
| 
| This was clearly not a float nor a sink, 
i 
| 
| 
| 
| 
| 
| 


ever does) the war which he so-deliber- 
ately started. This could be shared with 
Ayatollah Ruhollah Khomeini. Kakuei 
Tanaka for services to peace in recog- 
nising that money, not force, is the best 
way to gain and keep power. This could 
be jointly held with Imelda Marcos. 





loving restraint in not further punishing 
the evil, aggressive war-mongering Viet- 
nam. Jointly with Pol Pot, "i 
e THE Carrian situation has inspired 
КНС a REVIEW reader in Penang, to 
create the following doggerel: 


Shooting from the East across the 
sky, 

A blazing comet filled the eye 

With visions of wealth to dazzle Man, 

A mother-lode called Carrian. 

To pay it homage as seemed its due 

The lending banks formed an endless 
queue. ` 

| In deepest thrall, the courtship game 

Was played by those with hallowed 

| ; name.. on 

From East.to West the suitors came 

Like hapless moths to the candle 

| flame; 

Alas and alack, the comet's tail, 

At first so bright, began to fail: 

With nothing to clasp, the limpets 
fell — 

The biggest one in our KL! 

The moral is, remember this: 

If greed tempts you, give it a miss; 

Should you forget, like the 

| chameleon, 





| Remember, Carrian changed to 
carrion. 


Meanwhile, another reader — who 
with his fixation with technicolour yawns 
must surely be Australian — contributes 
the following: “What is thé relationship 
between Bank Bumiputra and Carrian? 
Like a dog to its vomit. " 

@ THE new Hongkong dollar ex- 
change-rate system confused practically 
everyone in the territory, including the 
Bank of China. And it sent the hacks 
scurrying for the right descriptive noun. 





nor a peg, nor even just a link, nor was it a 
snake, or even a snake-in-a-tunnel, or 
other exotic European monetary fauna, 
A certain merchant banker now exiled to 
London but once known iri 
for wit and wisdom rare in 
telexed из: "Can you advise if the В 
ridge peg is fixed, floating, creeping, 
crawling or in fact a pogo stick?" The 
reply: No, it's a buoy. 

Other pun-dits have come up with dif- 
ferent answers to the dollar and political- 
future questions. Says one: "Prepare for 
1997. Keep your reds under the bed." (A 
reference to the colour of HK$100 notes 
and the new backing for banknotes.) 

e TWO weeks ago, же recorded how 
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inning journalist. David: 





ssein for stopping (assuming he | 


Deng Xiaoping, for the utmost peace- |. 


| quoted a Japanese businessman as fo 








| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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alberstam was, according to a publi 
blurb we received, writing a book abo 
Japan which contained this quote 
Japanese businessman boasted: ‘Aus 
lia will be our source of brains, Americ 
will be our granary and Europe will b 
our discotheque. The future would 
Japan’s’.” | 

It did seem a bit odd, even to Austra 
lians high on.the Americas Cup, that Ja 
panese should go all that way to fin 
brains. Now a reader has tipped из o| 
about an article which appeared in th 
London Daily Mail last November. 








































lows: “We know how we want the fu 
ture. We will use the United States а 
our grain bowl, and Australia as i 
mine. And Europe — yes, that will 
our boutique, " ut ud 
` The Mail version is clearly more credi: 
ble. Australians have long. resen 
being Japan's mine while being: 
pared to surrender the standard o 
that this ensures. But the coincidence of 
the anonymous quotes? No wonder. 
Sony recordérs and Canon copiers sell 
well. > ИҢ. | | Ta 
@ RECENT’. cautionary tales. from 
Travellers about CAAC’s unsafe, un- 
punctual and uncomfortable services, 
and complaints about the extortion that. 
China International Travel Service in 
flicts on foreign visitors have prompte 
one reader to say we are being unfair. Hi 
suggests that currently the biggest trave 
rip-off is right in Hongkong: the HK$100 
(US$13) airport departure tax. He ha 
point. What to many in Hongkong ma 
seem a legitimate revenue-raising méa 
sure which impinges mainly. on - 
affluent is seen by visitors as a gratuito 
insult. Hongkong might get away with il 
if it had an airport to match Singapore’ 
or Amsterdam's — or even, these days 
Manila's. | 
But it has baggage-handling often a: 
slow as London's Heathro 




























trolleys run ar 
which is so an 


















lack of space — but to lack of effort, lack - 
of investment the methods of award- 
ing commercial concessions. wo 
Having paid their HK$100 departure. 
tax, for several days recently departing | 
passengers were treated to the spectacle 
ofthe wreckage of a Lufthansa cargo air- 
craft which crashed while aborting а. 
take-off. It took several days to remove | 
it from its resting place at the end of the. | 
runway. HK$100 and a wrecked plane - 
just the "last impressions of Hongkong 
that the Hongkong Tourist Associatiol 
would like to promote 
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Deng; poster advocating the Four Modernisations: a final bid to align support. 








Aclean-up of the communist party is expected to oust 3 million 


A comradely crackdown 


By David Bonavia 

Peking: An ominous silence fell over the 
Chinese Communist Party in the third 
week of October, as millions of cadres 
throughout the country awaited the 
start of the big screening process which 
may result in the disgrace and expulsion of 
quite a few of them. Following the second 
plenary session of the 12th central com- 
mittee, it was announced on October 11 
that the 40 million-strong party would be 
subjected to a three-year "consolidation" 
campaign, aimed at ridding it of people 
with leftist tendencies, those who used 
violence against others in the discredited 
Cultural Revolution of 1966-76 and those 
who have formed political factions to re- 
sist the current policies of the leadership. 

A big shake-up of the party apparatus in 
the Guangxi Zhuang Autonomous Re- 
gion may be a foretaste of what is in store 
for several million party members who 
joined during the Cultural Revolution and 
whose loyalties are suspect. Younger 
party members seem blithe about the 
“consolidation” — the euphemism chosen 
instead of the dreaded word “purge,” 
which has been used in Guangxi — for 
those who joined from 1977 on have little 
to fear. 

Even the word “consolidation” is an un- 
justifiable English translation of the 
Chinese “zheng dang” which means to rec- 
tify the party, and was first used in refer- 
ence to a political campaign in 1967. Mao's 
rectification movement begun at Yanan in 
1942 was called “zheng feng,” meaning to 
rectify the style (of the party). 

Despite all word-plays, it is clear that 
this is elder statesmen Deng Xiaoping's last 
big bid to swing the party behind him, his 
supporters and their Right-leaning 
policies, before old age or illness incapaci- 


ло 





tates him — he will be 80 next year. Sym- 
bolically, party General Secretary Hu 
Yaobang — one of Deng’s most important 
protégés — has been named to head the 
commission in charge of the purge. 

Many foreign observers are highly scep- 
tical of Deng's and Hu's ability to carry 
through such a massive reform as the sack- 
ing of all stubbornly leftist elements. In 
Peking, the leaders have the situation 
fairly well sewn up, with only the grumbles 
and carping of some People’s Liberation 
Army commanders to worry about. And 
the army itself must be more cautious in its 
criticism of Deng’s policies from now on, 
for its officers are themselves subject to 
scrutiny for overt or covert opposition to 
the Dengist course. More difficult is the 
situation in the provinces: several party 
first secretaries are thought to have been 
left behind in Deng’s campaign of de- 
Maoisation. Moreover middle-level 
cadres are notoriously adept at ganging up 
to protect each other and presenting pass- 
ive resistance to policies dictated by Pe- 
king. 

The central committee's announcement 
of the coming purge, however, was un- 
equivocal. If a substantial number of pre- 
sent party members are not expelled or 
disciplined, the movement will have been 
a failure. There is no mincing of words by 
talking about ^tiny handfuls" of op- 
positionists, “The party has not yet 
cleared its ranks of three types of per- 
sons," the party announcement said, 
"namely, persons who rose to prominence 
by following the counter-revolutionary 
cliques of Lin Biao and Jiang Qing in re- 
bellion, those who are seriously fac- 
tionalist in their ideas and those who in- 
dulged in beating, smashing and looting. 








Such serious impurities in ideology, style 
of work and organisation, which are of 
great harm to the party, must be resolutely 
and effectively dealt with." 

This is not to be just another campaign 
with vaguely worded results. The general 
public will be waiting to see who is dismis- 
sed from the party and for what reasons. If 
the known leftist elements at any level 
keep their membership and their jobs, 
Deng and his successors will suffer a seri- 
ous loss of credibility, and ordinary people 
will be wary of supporting their future 
policies too enthusiastically. 

Although ostensibly political in nature, 
the charges to be brought against many 
"bad communists" are concerned with 
corruption, influence-peddling and plain 
breaches of the law. Errors of political line 
may be forgiven if the member concerned 
shows true repentance and if no serious 
acts of violence or oppression of others in 
the past can be proved. 


here is nothing especially political 

about the sins described in the central 
committee document: “They [some party 
members] ask the party for higher posi- 
tions and better treatment. They openly 
violate financial regulations and discip- 
line, sabotage state plans, violate state 
economic policies and illegally retain 
taxes and profits. They invent all sorts of 
pretexts to squander, waste and occupy 
state and collective funds and property. 
With regard to the distribution of housing, 
increases in wages and many other matters 
— such as employment, education, prom- 
otion, job assignments and changing from 
rural to urban residence registration for 
their children, relatives and friends, as 
well as foreign affairs work — they take 
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Jiang on trial, 1980; youngsters march during the Cultura 


evolution: ‘beaters and smashers must be dealt wit 








advantage of their power and position, 
conveniences provided by their work and 
personal relations to seek special 
privileges, violate the law and discipline 
and encroach upon the interests of the 
state and the masses. 

"They ignore the law, protect and shield 
criminals and even take a direct part in un- 
lawful activities such as smuggling, 


selling smuggled goods, corruption, ac- | 


cepting bribes and profiteering . . . 
"These unhealthy tendencies and deca- 
dent phenomena, which are seriously 
sabotaging the nation's socialist moderni- 
sation, have greatly impaired our party's 
image among the people, weakened the 
confidence of the party members and the 


masses in the superiority of the socialist | 


system and the bright future of com- 
munism апа dampened their enthusiasm 
for politics, production, work and study." 

This is the: toughest talk regarding the 
party since the Cultural Revolution. It 


casts serious doubt on the party's fitnessto | 


rule, and makes a nonsense-of anodyne 
statements such as that by Ап Zhiguo, po- 
litical editor of the Beijing. Review 
foreign-language weekly, dismissing talk 
of a big purge as a groundless rumour 
spread by foreigners. 

In some aspects, the clean-up dovetails 
into the present law-and-order campaign 
which has resulted in a spate of judicial 
executions throughout China. Even the 
children of high party functionaries are no 
longer protected by their status. A grand- 


son of the late marshal Zhu De is widely | 


reported to have been shot recently for his 
bad lifestyle, and other children of senior 
officials have been arrested. 

Although repentance may save some 
errant party members from disgrace, 
those who committed what are now seen 
as crimes under the law may be accounta- 
ble to it. These are the “beaters, smashers 
and looters," whose misdeeds are de- 
scribed in the following terms: "During 
the Cultural Revolution they framed апа 
persecuted cadres and the masses, ex- 
torted confessions by torture and seriously 
ruined their victims’ health." 
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| confrontations which resulted in serious 


The description “also refers to those 
chief elements and those behind the 
scenes responsible for the smashing of in- 
stitutions, the seizure of files by force and 
the damaging of both public and private | 
property." It also refers to “those who 
plotted, organised and directed violent | 


consequences." In other words, the ac- 





counts of the Cultural Revolution have 
not yet been settled. 


uch data about the activities of former 

leftist agitators was turned up in the 
investigations preceding the trial of Mao's 
widow, Jiang, and other members of the 
Gang of Four nearly three years ago. 
There are still plenty of people in office 
who served or abetted such leftist witch- | 
hunters as Chen Boda, Kuai Dafu and the | 
late Kang Sheng. | 








Still, the document is careful to insist 
that those who committed only mistakes 
of political line should be given the chance 
to repent, though they will have to show 
their sincerity convincingly. “Perfunctori- 
ness” in investigating people’s past history 
and their present attitude 15 forbidden. The 
clean-up 15 to be organised “from the top 
downwards by stages and in groups.” 
Party “consolidation” will be completed in 


| three years, beginning this winter, in two 


Stages. 

"During the first stage . . . the work will 
be the consolidation of party organisa- 
tions of the leading bodies at the central 
level and at the provincial, municipal and 
autonomous region level.” Bureaucratic 
organs and the upper levels of the PLA, 
both in Peking and in the military regions, 
will be “consolidated.” 

Basic reading for the campaign will be 
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Young workers display Deng's Works: 
required reading. 





an as-yet-unpublished work to be called A 
Must Book for Party Members and the 
Selected Works of Deng Xiaoping, pub- 
lished earlier this year. Some of Mao's 
works, and the documents of the third 
plenum of the 11th central committee held 
in 1978, are also required reading. The 
1978 plenum was the occasion on which 
Deng succeeded in weeding out nearly all 
his leftist rivals in the politburo, preparing 
the way for the downfall of former chair- 
man Hua Guofeng and the abolition of the 
party chairmanship. Its documents are re- 
garded as seminal in all current-day politi- 
cal work. 

During the process of the purge, the 
party and its members are not to be ex- 
posed to attack from outside, as happened 
in the Cultural Revolution. The number 
of people to be expelled from the party is 
still highly controversial. Over the past 
year or two it has been darkly hinted that 
up to 16 million out of the present bloated 
total did not deserve to retain their mem- 
bership. But itis hard to see a purge of that 
magnitude taking place. 

A more plausible estimate is in the area 
of 3 million members whose party cards 
will not be returned to them as they are re- 
quired to re-register in batches over the 
next three years. One obvious effect is 
that the party will be significantly rejuve- 
nated, since those who joined in the Cul- 
tural Revolution now make up the middle 
echelons, and the youngest members are 
exempt from “consolidation.” Elderly 
members, who joined long before the Cul- 
tural Revolution, will be retiring and 
dying. 

Rejuvenation, however, may be a 
mixed blessing, for people now in their 20s 
and 30s are notoriously sceptical about 
politics and often downright cynical. 
Young people who aim at becoming party 
members are often disliked by their fel- 
lows as careerists and prigs. If their out- 
look is more realistic than that of previ- 
ous, more revolutionary generations, it 
may also be more self-serving. 

Whatever the outcome of the “consoli- 
dation," the post-revolutionary history of 
the Chinese party has cast grave doubt on 
the suitability of the one-party system to 
conditions.of peace and the task of con- 
struction. 
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The real problem may 
be in the provinces 


Peking: As the Chinese Communist Party 
gears up for its biggest clean-up campaign 
since 1966, the Guangxi Zhuang Auto- 
nomous Region has been conducting a 
rigorous investigation of old feuds and in- 
justices in the local party organisation. 
Regional First Secretary Qiao Xiaoguang 
has been forced to make at least three self- 
criticisms. Veteran party workers slan- 
dered and oppressed since 1958 have had 
their reputations rehabilitated, posthum- 
ously or otherwise. 

The central committee in Peking has ap- 
pointed a special investigation group for 
the affairs of the big southwestern region 
on the Vietnamese border, and the Can- 
ton Military Region command, which in- 
cludes Guangxi, has also called for a 
clean-up of leftists and opportunists who 
have been running the region’s affairs as 
though nothing had changed in the past 17 
years. 

On top of that, relations with the 9-10 
million Zhuang — China’s most populous 
minority — have been mishandled, ac- 
cording to broadcasts and newspapers 
from the regional capital of Nanning. The 
Zhuang, loosely related to the Thais, have 
generally been thought to be well-integ- 
rated with the Han Chinese. There are 
other minority races in Guangxi, too, and 
it is now hinted that they have not been 
treated as they ought to have been. 

Back in the 1920s, both elder statesman 
Deng Xiaoping and the late president Liu 
Shaoqi conducted political work in 
Guangxi and helped create the under- 
ground party organisation which fought 
both the Japanese and the Kuomintang 
when the communist party headquarters 
was far away in Jiangxi or Yanan. But 
when the fighting was over — as so often 
happens with communist underground or- 
ganisations — those who took part were 
not necessarily those whom the leadership 


, 


Minorities gather at Peking sports meeting: 





in Peking wanted to run the region. In 
1958, six ranking party members were 
purged for “advocating localism” and 
“local nationalism.” 

“All this,” the regional party committee 
succinctly declared in June, “was com- 
pletely wrong.” The six were rehabili- 
tated, but it is not known how many of 
them are still alive. In the Cultural Revo- 
lution there was severe factional fighting 
in Guangxi. Arms trains heading for Viet- 
nam were looted, and the situation de- 
teriorated into virtual civil war. But Qiao 
kept his pre-eminent position, presuma- 
bly because he was able to ingratiate him- 
self with the leftists in Peking. 

The late Kang Sheng was particularly 
active in oppressing the veterans of the 
pre-1949 struggle. The “evil genius of the 
Cultural Revolution” is said to have made 
trumped up charges against those who had 
fought underground in the former 
Kuomintang-controlled areas. "Some 
died under persecution, and some who 
had sacrificed themselves for the revolu- 
tion in the early years were stripped of 
their martyr titles," according to the 
Guangxi Daily. The veterans were called 
“traitors, spies, Trotskyites and Kuomin- 
tang elements," the newspaper said, 
adding that Jiang Oing and Lin Biao had 
hoped thereby to attack former premier 
Zhou Enlai and Deng. 


he regional party committee decided in 

July that most of the investigation re- 
cords accusing the former underground 
party members of betrayal should be de- 
stroyed. The verdict was reversed on the 
so-called *Wu-xiu clique.". This is evi- 
dently an abbreviation for the "revisionist 
clique headed by Wu Jinnan” — a Can- 
tonese veteran of the 1934-35 Long March 
and secretary of the regional party com- 
mittee until his overthrow in 1968 — and 
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“The so-called Wu-xiu cli 
pletely non-existent. 
The leftists who won outin the Cultural 
Revolution — evidently with Qiao's bless- 
ing — have, ever since, been benefiting 





from their position іп the classic manner of | 


bad cadres. “They were rapidly recruited 
into the party and taken into, the leader- 
ship groups at all levels." the Guangxi 
Daily said in June; “Many of them were 
promoted to important and even ex- 
tremely important leading posts. They re- 
ceived several salary increases and were 
able to combine their powers with their in- 
terests. They became the beneficiaries of 
the Cultural Revolution. They also used 
the powers in their hands to pursue un- 
healthy. practices, go in through the back 
door and arrange for their relatives, 
friends and ‘cronies to be placed in impor- 
tant. posts." In addition, the drive to re- 
habilitate Cultural Revolution victims has 
met with opposition from leftists still in in- 
fluential positions. Some cadres have said 
the rehabilitation campaign “has been 
taken to excess." 












p: views the situation in Guangxi 
with sufficient gravity as to have ap- 
pointed a working party to help sort out 
the local political tangle. It is headed by 
Zhou Yifeng, secretary-general of the 
Jiangsu party committee, and Mao Duo, à 
member of the central commission for dis- 
cipline inspection. Zhang Xudeng, deputy 
commander of the Canton Military Re- 
gion, Li Xinliang, commander of the 
Guangxi military district (under Canton) 
and district political commissar Bi Zhekou 
attended a key meeting in June which took 
12 days to deliberate on "problems left 
over from the Cultural Revolution." 

Zhang reportedly conveyed five in- 
structions from the Canton Military Re- 
gion commüand's party committee, from 
the general political department and from 
the discipline inspection committee of the 
central military commission in Peking. 
Participants àt the meeting он evi- 
dence to show that leftist policies had been 
pursued by leading organs ins Guangxi 





from the start of the Cultural Revolution 
until the present day, and theemergence 
of the * 


‘three categories" of bad party 
e purged was “more serious 
"places." The meeting also 
policies of former party 
1 Guofeng and the principle 
: /hatevers" (whatever Mao 
said and w atev he did were sac- 
овала); 2: 
А special ойр group was set up in 
September to improve ethnic minority 
work and relations with minorities in 
mountainous areas, said to have been 
badly affected by leftist ideological influ- 
ence. All in all, the case of Guangxi shows 
that lefüism in China's provincial adminis- 
i considerably more power- 
to believed, and that Deng's 
campaign may find itself 
up ag: inst tougher: resistance than has 
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* 12x 80000 0M= 39600000M si 
st 20x 80000DM-- 12000000М sx 
Ж 24x 50000 0М= 1200000 DM s 
2 28x 40000 0М—= 11200000M s. 
80x 25000 DM= 7500000М 
% 364x 100000M-- 36400000M "€ 
% 560х 5000 DM= 2800000 DM 
Xs  1900x 25000M-— 47500000M %8 
xs 200х 20000M-- 4000000М s% 
ss 10000x 1500DM= 150000000M gy 
ge. 2000x 12500M= 25000000M gee 
226400 х «1000 DM = 136 400 000 DM 


* Ж 
у; 241588 Prizes totalling 1881200000М „, 
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If you win! 
Ф You'll be immediately notified by personal letter. 

++ Payment of prizes is effected the fastest possible way and in 
respect of your instructions. — 

Prizes are free of Germen taxes, ft is our duty to observe 100% 
discrétion: nobody knows who's buyinga ticket and nobody else wilt 
find out that you have won - that's just foryou to know. 
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STATE ACCREDITED LOTTERY OFFICE 


Rüsterstrasse 24 - Postfach 110753 · D-6000 Frankfurt/Main (W-Germany) - Tele 


for the next SÜDDEUTSCHE KLASSENLOTTERIE 
(starting november 12, 1983 ~ closing may 6.1984) 





@ Total amount of money to be won 
188,12 Million DM. 
@ 4 Jackpots of 1 Million each. 


€ 2 Super-Jackpots of 
1,5 Million DM each. 


another incentive to take a ticket, 
The "Süddeutsche Klasseniotterie"is SN backed hy ihe 

ment. 

This is not a private corporation. Tickets are auld throi 

ment-approved agents only (Lotterie-Einnenmer) 

are public procedures and every move is regulated. D 

way itis a clean operation throughout. 


How to play the game. 
Each complete lottery takes one half a year and is sui ‹ 
6 classes that are played subsequently Drawings are t 
every Saturday Every ticket-holder gets the official drawin 
dule containing detaited informations about the prizes to. 
days scheduled for drawings etc, Everything's clear an 
kept informed at all times, That's our service! You deter! 
yourself the size of the ticket to take cut by ordering й. 
їл ticket, a half-size '/» ticket or a quarter (¥4) опе, ahd whe! 







number is drawn asia winner, you'll get the full prize or: 
prize or a quartet of it respectively, Chances to be 
completely even tor each and every number in the dru 


Everybody can play this lottery! 
It’s as simple as child’s play! 


* You order your ticket using the тато coupon Qetow. or Si 
write us a latter and tell us what you want. 
++ Please attach the payment for the ticket to your o 
either cashier's check, postal check, personal check, t 
check, bank draft, money order or even cash (better mal 
“Registered” mail) 
in return you will receive: 
~ Your original ticket, along with ail the information: 
~ А regular mailing of the official list of winning pees 
сап check on our performance}. 

















In cage that you are a ticket-holder already 
do not order; you will get your tickets by mall 
matically. Tell your friends about us or, better 
make the clipping below a gift coupori sd thi 
loved one, 


Don't wait - 
order your ticket NOW! 


The total number of tickets per cycle is limited and man 
numbers have already been sold. 







































Payments received in currencies other than US 8, OM or £ will. 
credited to your account in accordance to thé exchange rate 

day. The prices quoted are covering the ticket for one complete 
cycle comprising ай six classes, and the additional fee is à ei 
time expenditure, too. 

Make all checks and orders out to: 

W GREGOR, Postfach 1107 53, D-60090 Frankfurt/Main, 


Clin enclose my check / for DM/US S7 £ 


Cit wilt make payment immediately after receipt of tickets) 
and your invoice. 


Send information in CI German O English O French "Spanish 
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madan ап 


enormous number of articles and re- 
ports concerning Islam haye been ap- 
caring in Malaysia's press in the past few * 
ears, highlighting differences and squab- 
among certain groups which in turn | 
ad to misery among Muslims them- 
ears ago, one never heard of such 
gs. We simply carried on with our 
, did-what was required of us by our 
jon апа accepted Islam as а part of 
yday life. Nobody raised a hue and cry 
t it. Nobody worried too much if 
k Mat did not attend mosque a few 
mes. Now, poor Encik Mat would likely 
veto appear in court for non-atten- 
nce. 
Even the apparently simplest aspects of 
r religion seem to be causing problems 
-— fasting, for instance, which became the 
ubject of debate earlier this year because 
а controversy over when the. fasting 
nonth of Ramadan begins and ends. 

"have a feeling that we, or some of us, 
re making our religion too complicated. I 

I religion should be kept simple so that | 
can understand and follow it. I am cer- 
n that God would want it that. way. I 
d my Koran is easy enough to follow. 
ld.it not be nice if we just followed 
an which, in Chapter 2, Verse 183, 
ply that-we of the faith will fast. 
s суеп nicer, and simpler, is that in 
85 it is stated when we fast: the 
thof Ramadan. How much more pre- 





all know when the month of Rama- 
starts and finishes: it is on the calen- 
“Why. cannot we fast between the 
ndar dates? I cannot understand De- 
Prime Minister Datuk Musa Hitam's 
tement in Kota, Baru in October last 
that “calculations by astronomers can 
Sed to’ determine. the first day of 
amadan and Syawal.” Surely, the calen- 
tells us this. If we fasted during the | 
endar month of Ramadan, we would be | 
g what is"enjoined us in the Koran. 

During Ramadan itself we. read апа. 
-.of.some unfortunate souls who are" 
aught catin r drinking during the fast- 






















they caine, pay they may gû tO prison. Im- 
gine, having a criminal récord over a 
matter of religion, which should be strictly 
matter between a person and his God. 
After all;iti$ Allah to whomrwe ultimately 
nswer, not to some religious official here 
m. earth. Even shopkeepers in some 
сез can have their licences withdrawn if 
hey serve food tó Muslims during Rama- 
"dan. Are they expected to recognise a 
‘Muslim if one enters their shops? Muslims 
do. not wear, a;sign. which states: “I. am 
Muslim.” Why should.a person's liveli- 
‘hood be denied to him because of reli- 
gion? | 
Consider also the 1982 spension- of 
the supplementary meal programme dur 





more 
















































ing Ramadan in- .all national primary 


“schools which affected children aged six to 
42. I am sure many of the younger Mus- 


lims were not even expected to fast, but 
the suspension also deprived young, poor, 
non-Muslims of food. The suspension was 
abandoned, but it should not have been 
imposed in the first place. 

The problems arising from the debate 
among Muslims are not confined to fast- 
ing. 1 am sure there are many of us who 
have taken our wives or lady friends out 
for dinner and dancing. After all, what is 
wrong with giving one’s wife such a plea- 


sant surprise, on her birthday or on one's | 


wedding anniversary? Yet, in Kota Baru a 
ban was placed last'year on all public danc- 
ing. And it was imposed not simply during 
Ramadan but throughout the year, pre- 
sumably forever. If this is not a case of en- 
croaching and interfering with ап indi- 
vidual's personal freedom, then I do not 
know what is. 

Kalwat, the isolation of women from 
men not their husbands, has raised issues 
which are sometimes humorous and 
nearly always strange. Even learning to 
drive a car for a Muslim woman has its 





The writer, from Kota Baru, in Malay- 
sia's heavily Muslim East Coast state of 


Kelantan, is шыт in this article to pre- | 


sent the point of of a Muslim ‘man 
in the street’ on current Islamic issues 
in his country. 





problems, as it has been recommended 
that she sit in the rear during instruction so 
that she is physically removed from the in- 


structor's presence. But how on earth is | 


she going to learn anything? Even if she 
leans forward to observe the instructor, 
this would constitute "close proximity." 
At some stage, she must take over the 
wheel. Presumably the instructor would 


[then have. to sit.in the rear. It would be | 
funny if it were not so pathetic. 


Mis are forbidden from drinking 
alcohol. Even selling it is forbidden. 


As the owner of a small shop put it: "They | 


[the government] say they are trying to 
help people like me, yet now they deprive 
me of sóme of my income, while my пой- 
Muslim friend down the road sells alcohol, 
and gets his profit plus mine." But many 
Muslims do drink alcohol and, being 
human, they will probably continue to do 
so. The lawmakers should accept this fact 
and refrain from making, as опе did last 
year, such provoking statements as: "It is 
forbidden to consume liquor, even in the 
privacy of their [Muslims'] own homes." 

ambling. of course, is a pet subject in 
Malaysia — that is, banning it.for Mus 













| the market. 





ood for thought 


lims. Let us be realistic. Malaysians; along 
with most other Asians — Muslims or not 
— have a propensity to gamble. You can 
ban them from casinos, but this will not 
prevent Muslims from gambling. else- 
where. It follows that Muslims will next be 
banned from participating in lotteries. 
Since Muslims would simply ask their non- 
Muslim friends to purchase lottery tickets 
for them, one wonders if all these forms of 
gambling will be banned outright. And 
perhaps, horse racing also will be banned. 
Does this sound ludicrous? Many things 
we thought could not possibly happen 
have come about. 

Another extremely important matter 
concerns halal food, or food approved for 
consumption by Muslims. Of course we 
Muslims must know that the food, particu- 
larly the meat, which we buy and eat are 
halal. But this should not have any effect 
on non-Muslim individuals or businesses. 
Nevertheless, non-Muslims and Muslims 
alike are being adversely affected by a de- 
bate over this issue. For example, late last 
year the Information Ministry stated that 

. when showing food [in TV advertise- 
ments], only items acceptable to all reli- 
gions will be shown." This means not onl 
that non-Muslims cannot advertise pork 
on TV because it is offensive to Muslims; 
but it also means that beef and other meats 
cannot be advertised by Muslims. because 
that would offend Hindus and Bhuddists! 

The Ministry of Agriculture also en- 
tered the halal debate when it stated last 


| yearthat from 1983 only balal meat could be 


imported. This would have meant not only 
that non-Muslims buying imported meat 
would be forced to eat meat'slaughtered 
by the Islamic method whether they liked 
it or not, but'that if there was а local shor- 
tage of pork, non-Muslims would have to 
do without ‘pork because, in effect, im- 


' ported pork was banned. Fortunately, this 


regulation has not been- "brought into 
forcé: 

A State Religious Council official once 
recommended that only Mustims should 
be allowed to sell halal meat and poultry in 
He stated various reasons, 
and I suppose most of them were valid. 
But would this not deprive non-Muslims 
of their livelihood due to religion? I have 
always bought ту poultry from a non- 


. Muslim and will continue to do so. His 


poultry is halal-slaughtered for thóse re- 


| quiring it. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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It i$ only recently that we have been — 
hearing the expression “Islamisation of 
the administration" — or something to 
that éffect — slowly at first, but now with 
gathering momentum. This should never 
be allowed to happen. Malaysia is a multi- 
racial, multireligious, multilingual, multi- 
cultural democracy, and no one religion 
should be imposed upon others for any 
réason. But others are bein affected by 






























опе religion’ in Malays must begin to 
read very carefully statements such as one 
made by a chief minister who said that 
Prime Minister Datuk. Seri Mahathir 
Mohamad had told him that he was pre- 
pared to implement “anything” in the 
name of Islam. 
fear among our non-Muslim countrymen. 


Cs te 
other issu 

under half of th 
Muslim, but some 
ing to tip the: ice. in their dibus 
through conversion. Sliould these groups 
be successful, they could in theory be able 







state. The cow 
ready is Islam e 
appeared in a local 
а тап who con- 
ted out. A govern- 
cannotgive...a 
yes or no answe use the Question 
of changing religion for a Muslim will have 
to be decided by a ruling by a religious 
committee." What utter nonsense! If a 
person wishes to-.cease being a Muslim 
then it is up to. him and him alone to de- 
cide. 

Many other. Islamic issues are being 
raised and presented i in thé media — some 


Каа SE ا‎ NM QU ааыа CERT SOON OR RU EURO 


‘Imagine having a criminal record 
: over a matter of religion, which 
should be strictly a matter 
between a person and his God.’ 
[El 


of them so childish and insignificant that I 
wonder if there ever will be an end to it. 
They include debate over the propriety of 
having candles on birthday cakes, whether 
top-spinning should be allowed Muslim 
children and whether pawnbroking is a 
proper trade for Muslims. Even the pro- 
priety of а, Muslim. taking out insurance 
has been questioned. 

I wish to stress that it is not my inten- 
tion to be derogatory, insulting, seditious, 
mocking or anti-Islam. But all of this 
media coverage of trifling matters which 
have become blown up out of all propor- 
tion to their importance by those in public 
office is in itself. making a mockery of 
Islam and tends to make normal, rational 
Muslims feel embarassed and uncomfort- 
able. These feelings are felt by non-Mus- 
lims too, both inside and outside the coun- 
try. I have discussed these issues with all 
kinds of people: Muslims, non-Muslims, 
Malaysians and foreigners. All I have 
spoken to agree that those in office should 
slow down. They are trying to do too much 
too fast: People are getting a little fed up. 
Let us not forget the saying: youcan take a 
horse to water but you can’t make him 
drink. Would.a Muslim’s heart really be in 
> his prayers if he is forced to pray? Religion 
16 between a person and his God. ü 









newspaper wri 
verted to Islam. 





Such statements create | 
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new nation.’ 
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INDONESIA 


Alive, no longer kicking 


The former leader of Fretilin describes the arduous path 
that led from East Timor to his current life in Jakarta 






By David Jenkins 

Jakarta: On a hot November afternoon 
eight years ago, Xavier do Amaral sat at a 
table in front of the governor's office in 
Dili, Portuguese East Timor, and signed a 
declaration which proclaimed, unilater- 
ally, the state of the Democratic Republic 
of East Timor (DRET). It was, according 
to one of three journalists who were pre- 
sent, a "rather grim; brave little cere- 
mony, not attended by the joy which 
should properly accompany the birth of a 4 


fought in the. mountains, one of the fe 
exceptions being a report that do: Am 
had been deposed as president of D 
in November 1977 by a group headed 
prime minister Nicolau Lobato. 
‘another that he had fallen into Indone: 
hands after ап ambush in August 197 
Now, in an interview, do Amaral 
given a graphic account of the vicissit 
of life in the guerilla areas after the 

lonesian attack and of the disputes wi 
| ttee that led 


























Indonesian troops had already occupied 
several towns in the western part of the: 
territory and an invasion fleet was as- | 
sembling not far offshore, waiting for a. | 
signal from Jakarta to attack. When that: | 
signal came 10 days later, do. Amaral and. | 

i 
i 
| 


















He was a bold and forceful speake 
drew large crowds wherever he. $ 
Today, his cause crushed, he is both ru 
and fatalistic about whathas come to pa: 

"Before," he says simply, "I rea 
wanted independence. But the Mes 
yes? Man proposes, God disp 
is a pause, and then he adds: “At lea 
since the beginning we always tried o 








the other leaders of the Fretilin indepen- 
dence movement withdrew into the moun- 
tains behind Dili to direct a brave, bitter 
but ultimately hopeless guerilla struggle 
against the Indonesians. 

For years, the outside world knew virtu- 
ally nothing about the way in which the 
Fretilin leadership lived, worked and 
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best. We failed.” There is no sign of ill-will 
towards the Fretilin colleagues who so 
starved and ill-treated him that he was 
within an inch of his life when captured. 

“I don't blame them,” he says. “I’m not 
angry. I have no feelings against them. I 
disagree with their opinions but I don't 
hate. I feel sorry for those who died.” The 
independence cause was lost, he feels, be- 
cause of “our lack of time, our lack of ex- 
perience and our lack of international sup- 
port. Sometimes I told the people, “We 
are alone. In a world full of people we are 
alone'." 

Do Amaral was at the government- 
owned radio station on the morning of De- 
cember 7, 1975, when, at about 5 a.m., the 
first Indonesian paratroopers were drop- 
ped to the east of Dili, just beyond the 
Hotel Turismo. At 11 a.m., as bitter fight- 
ing continued in the town, he left by car 
for Remexio, in the mountains. He stayed 
there a week, before moving on to Aileu, 
the second of the dozens of towns and vil- 
lages he was to pass through in 1976-77. 

During this time, do Amaral, accom- 
panied by half a dozen members of his pri- 
vate staff, travelled extensively, following 


Y iid ч E 
Do Amaral signs independence document in 1975; do Amaral now: ап armed struggle was 


the bridle paths that criss-cross the rugged 
interior of the island, sometimes walking. 
sometimes riding Timorese ponies. If an 
Indonesian helicopter approached as they 
were making their way across an exposed 
grassland area in the mountains, they sim- 
ply pressed, on, their weapons hidden, 
trusting that their civilian clothes would 
give them the appearance of farmers. 

“I never put on a uniform," says do 
Amaral in droll tones, "since I have never 
been a soldier." In each village, people 
turned out in great numbers to welcome 
the Fretilin leader. “Their attitude was al- 
ways very kind, and they were always very 
glad when they could see me." 

Like the other small Fretilin bands, the 
group was very poorly armed, with only 
four World War I Mauser rifles between 
them. Contary to widespread belief, the 
Portuguese did not, according to do 
Amaral, turn over their well-stocked ar- 
moury of modern Nato weapons to Freti- 
lin. *We could not find the weapons," he 





says, “even the ammunition — we could 
not find that." In view of this, the fight put 
up by Fretilin is all the more remarkable, 
underscoring just how threadbare is the 
Indonesian account that the people of the 
province welcomed integration. 

Popular feeling against Indonesia not- 
withstanding, do Amaral recognised that 
an armed struggle against Indonesia's 
military might was doomed to failure and 
had been keen, even before the invasion, 
to explore the possibility of a negotiated 
settlement with Jakarta. "Since the begin- 
ning, since 1975, I told [the other Fretilin 
leaders] to set up a committee," he says. 
“Let us try to contact the Indonesians.” 
However, this view had always been 
strongly opposed by men such as Lobato, 
Antonio Carvarinho and Alarico Fer- 
nandes. 


t the start of 1977 a major split de- 

veloped in the Fretilin central com- 
mittee over this question. In November, 
as the war imposed still greater strains on 
the resistance leadership, do Amaral 
clashed once more with most of his fellow 
members on the central committee, this 





time about the problem of Fretilin depen- 
dants. Do Amaral took the view that the 
constant fighting against the Indonesians 
was exacting a terrible price on the 
women, children and elderly people who 
travelled with the guerillas. 

“I preferred that those people should be 
free from us," he says. “I did not say that 
we should send them to surrender them- 
selves . . . But I said it should be up to 
them. They were suffering in the jungle 
from starvation and all kinds of diseases 
and I felt that if they wanted to surrender 
themselves they should be permitted to do 
so. But the other group did not agree. Ac- 
cording to them, this was a sign of my wil- 
lingness to surrender." 

After the vote went against him, do 
Amaral was arrested, tied up and held in a 
bamboo stockade. *Many of them prefer- 
red to finish me off immediately," he says. 
“But their arguments were not enough to 
convince the others, particularly those 
who had been with me for more than a 


year in the mountains." Not willing to kill 
him openly, the new Fretilin leaders de- 
cided “to starve me slowly in the prison." 

Thus began a seven-month ordeal in 
which do Amaral, tied and bound and in 
the company of no fewer than 80-90 other 
Fretilin prisoners, was moved to and fro 
across the mountains as his captors sought 
to keep ahead of Indonesian army units. 
In August 1978, not far from Viqueque on 
the south coast, the detainees became in 
turn Indonesian prisoners after their 18 
guards were caught in an ambush. 

At the time the ambush began, do 
Amaral had sought cover in nearby scrub. 
He planned at first to remain in hiding 
after the fighting had ended, not wanting 
to fall into Indonesian hands. But after 
seven months in captivity he was shock- 
ingly wasted, his body racked by disease. 
He had no food and was not even sure 
where he was. Deciding he would be dead 
after two days alone in the mountains, he 
surrendered. By the end of December, 
Lobato was dead, killed in a firefight with 
members of the  Kopassandha, In- 
donesia's red beret unit. 

There is more than a little irony in do 
Amaral's present cir- 
cumstances. Since his 
capture he has lived 
— first in Dili, then in 
Bali, now in Jakarta 
— in the house of 
Maj.-Gen. Dading 
Kalbuadi, the man 
who directed In- 
donesia's bloody war 
against Fretilin and 
whose men relentless- 
ly ground down the 
guerilla bands. 

Do Amaral earns а 
little money giving 
English lessons and 
at weekends tends a 
small plantation near 
Bogor, 40 miles 
south of Jakarta, for 
the man he refers to 
as “the general." 
Dading's house, 
which stands within the sprawling head- 
quarters of the Kopassandha, at Cijan- 
tung, on the outskirts of Jakarta, is surpris- 
ingly compact and modest when compared 
with his former, official residence in Bali. 
Even so, the Timorese leader seems oddly 
out of place there. 

Do Amaral is wiry, ascetic, almost 
priestly, a man of simple tastes, thoughtful 
and reflective. Dading's house is crammed 
with furniture and paintings which are 
flamboyantly Javanese and Balinese; car- 
pets and paintings in lurid colours, chairs 
overcarved and decorated, and in the 
corner a stylised Balinese carving of two 
deer, closely entwined. 

A Western diplomat, alluding to do 
Amaral's changed circumstances, refers 
to the former Fretilin leader patronisingly 
as “Dading’s pet." The slight is gratuitous. 
All the same, this does seem a sad end for 
a man who heard, stealing on the ear, the 
distant triumph song of an independent 
East Timor. 
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“Trade Financing? Definitely UBS.” 


Trade must go both ways: this holds 
true for industrial and agricultural 
countries alike. 

We make it our business to actively 
assist international trade through a 
worldwide network of offices 


UBS offers a wide range of services 
export financing, documentary 
credits and collections, bank guaran- 
tees and many others 


Our export promotion office advises 
interested parties, investigates 
problems, introduces potential part- 
ners and coordinates their efforts 


Talk to us and discover for yourself 
how UBS combines the best Swiss 
banking traditions with a creative 
approach to money matters. 
International finance is our business. 
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Sanosi, 
the bellboy, is like a friend 
to our youns guests. 


Гай 


Unsolicited letter from ап actual hotel 


guest 


Most hotels are only attentive to 
the needs of adults. But at the 
Mandarin Singapore we try to 

make every guest feel special, no 
matter bow young or old. The 
following is a letter from 

Mrs. Charles Kelm who stayed at 

the Mandarin Singapore with ber 
family early in 1982. 





ur family has been staying in Mandarin All services we used at the hotel were 
for the past two weeks, today being excellent, again room service personnel were 
our last day. prompt and courteous. 
I wish to take this opportunity to say Our two weeks were a pleasure thanks 
that the hotel staff have been especially, and to your staff. 


particularly, courteous and efficient. 


In particular there is one bellboy by the 
name of Sanosi whose friendliness and Cb. A 


responsiveness, especially to our children, 


was most appreciated by us. Mrs. Cbarles H. Kelm 
We all looked forward to seeing him Kuala Lumpur 
upon descent of the elevators! Malaysia 
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In the tradition of emperors. 


Represented by HRI and Utell International. Your travel agent knows all about us 




















It’s arranging your cross border financing 
our branch in Singapore. 





















"It's handling your foreign exchange needs in 
Tokyo and other major money centers, worldwide. 


"a 
It's our global network working 
for you in Taipei negotiating your 
letters of credit. 














































It’s processing your documentary collections 
in Los Angeles and around the world. 


in Australia through 


It's Manufacturers Hanover, bankers to the world. 


Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 


We are committed to providing you with high quality services 
and products through each and every banking office in our 
global network. 


Equally important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty that you will find difficult to match. 


MANUFACTURERS HANOVER 
International Banking Group 


World Headquarters: 270 Park Avenue, New York, NY 10017 
Branches in Asia and the Pacific Basin: Hong Kong, Manila, Seoul, Singapore, Taipei, Tokyo 
Representative Offices: Bangkok. Beijing, Bombay, Jakarta, Kuala Lumpur. Sydney 
Subsidiaries: Hong Kong. Los Angeles, San Francisco 


Manufacturers Hanover Trust Compa: 
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WWF Kojo Tanaka BCL 


x Be 
| ! Giant Panda 
In an extraordinary city, needs your help 


Mandarin International offers tO survive 
a great hotel. Ne every eighty to a hundred years the 


forests in China's Sichuan 
Province, burst into flower and then dic off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda. 


То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 








The Oriental, Bangkok t 1 
the Panda reserves — Wolong Natural Reserve in 

For reservations at The Oriental, Bangkok please call Sichuan Province 
the nearest office of HRI. The Leading Hotels of the World A team from WWF, led by the distinguished 
vour travel адеп! the hotel direct at 2348621-9. telex ТН82997. ecologist Dr. G. Schaller, is already at work in 


Wolong together with top Chinese scientists 


> lari ernational ) 1 
or any other Mandarin International hotel under the leadership of Professor Hu Jinchu 








Hong Kong: The Mandarin. The Excelsior. The Royal Garder Fhe Giant Panda is an endangered animal 
Bangkok: Th« Oriental The Royal Orchid. Manila: The Mandarin It is also the symbol of WWF's worldwide 
" Mina: 2 Mandarir rg cem The Е " sior (198 : à; conservation efforts to save life on earth 

ancouver 1 ındarin (1984). Singapore: The Oriental (1985) eer 
Kuala Lumpur: The ( ‚кн (1986) But WWF needs money — your money 
< Please send contributions to the WWF 
National Organisatio your country or direct to 





WWF International, 1196 Gland, 
Switzerland. 
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The Oriental, Bangkok 





‘We specialize in growt 


Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
а cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 






In fact, we ourselves have expanded so much we have a new trademark to illustrate j 
Kobe Steel's integrated industrial capabilities. | 
KOBELCO. It's the mark that's growing in international importance. 





TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : = 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 
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AIR FRANCE AIRCRAFT MAINTENANCE 
IN THE AIR FRANCE MAINTENANCE 
HANGARS, EACH AIRPLANE FOLLOWS 
A REGULAR, COMPLETE INSPECTION 
PROGRAM, A CHECK-UP SYSTEM THAT'S 
SO THOROUGH, SEVERAL INTERNA 
TIONAL AIRLINES HAVE ENTRUSTED US 
WITH THE MAINTENANCE OF THEIR 
OWN AIRCRAFT 

THIS TECHNICAL SKILL IS JUST ANOTHER 
EXAMPLE OF THE HIGH LEVEL OF COMPE 
TENCE YOU FIND WHEN YOU FLY AIR 
FRANCE 


a AIR FRANCE Z7 


WE'RE AIMING EVEN HIGHER 


Ayub; Yahya; Zia; Asghar: an air-marshal in politics looks at generals in politics. 


POLITICS 


The blight of the generals 


Generals in Politics: Pakistan 1958-82 
by Mohammad Asghar Khan. Vikas 
Publishing House, New Delhi. No price 
given. 


“PAKISTAN was the result of a demo- 
cratic and constitutional struggle. It was 
not created or conquered as the result of a 
military campaign. Nor was any general its 
architect. Its founders were the homeless 
millions who sacrificed their all so that 
others might live honourably. Yet Pakis- 
tan has been under military rule for more 
than half its existence and since then, ex- 
cept for an interregnum of five-and-a-half 
years between 1972 and 1977, the country 
has been ruled by generals . .. The army's 
record of interference in politics ever since 
has cost the country dearly and it appears 
that even after thirty years, the generals of 
Pakistan have learnt no lessons." 

With this statement, retired air marshal 
Mohammad Asghar Khan introduces his 
analysis of the role of generals in Pakistani 
politics. In his view, military intervention 
in politics is totally unwarranted and re- 
turn to civilian democratic rule is crucial to 
Pakistan's survival. While few, could dis- 
agree with this basic assertion, not every- 
thing in the book is as universally accept- 
able. 

Asghar knows the period of the mili- 
tary's political role very well. As comman- 
der-in-chief of the Pakistan Air Force, he 
became deputy martial-law administrator 
when Field Marshal Ayub Khan enforced 
Pakistan's first martial law in 1958, After 
retirement from the air force and a stint as 
chairman of the national airline, he entered 
politics in 1968. He played an active role in 
the campaign that brought Ayub’s govern- 
ment down and led to the:second martial- 
law period under Gen. Yahya Khan. As- 
ghar was a leading opposition figure dur- 
ing the days of prime minister Zulfikar Ali 
Bhutto. He was often named as the alter- 
native prime minister by the opposition 
Pakistan National Alliance which con- 
tested the 1977 elections against Bhutto's 
Pakistan People’s Party (PPP). His 
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Tehrik-e-Istiqlal opposed a settlement 
with Bhutto, leading to the present regime 
of Gen. Zia-ul Haq. 

Ever since his entry into politics Asghar 
has publicly been а consistent liberal- 
democrat. No wonder, then, that he op- 
poses Zia as well and has been in deten- 
tion since 1979. In fact, his book is the re- 
sult of the free time made available to him 
by his house arrest. It is asort of political 
autobiography, which really begins in 
1968, though there is some comment on 
the 10 preceding years when Ayub ran the 
country. As in all political autobiogra- 
phies, a great deal of space is devoted to 
proving how Asghar's judgment, predic- 
tions and political stance were always 
right. Several letters and diary entries are 
reproduced towards this end, though un- 
doubtedly the benefit of hindsight cannot 
be denied, The real villains of the book, 
then, are the generals — the serving chiefs 
at any given time, since those who had re- 
tired usually end up in Asghars own 
party. The hero, expectedly, is the author 
who stands for democracy and fights for it 
even if his methods lead to civil distur- 
bance and renewed military intervention. 

Asghar gives each of Pakistan's military 
rulers their share of the blame for “de- 
stroying the country." Ayub is held re- 
sponsible for neglecting East Pakistan 
(now. Bangladesh) and creating the sense 
of deprivation that led to its eventual sec- 
ession. Yahya, who held the only free and 
fair elections, is accused of doing so in the 
hope that no single party would emerge 
victorious and he would then be able to re- 
main in power. Moreover, he is accused of 
conspiring with Bhutto to deny Sheikh 
Mujibur Rahman's Awami League the 
right to form the government even though 
his party won an absolute majority in the 
elections. The worst comments, however, 
are reserved for Zia, against whom As- 
ghar seems to have a special grudge. It is 
possible that he sees him as the man who 
deprived him of his chance to become 
prime minister. (It could be he over-esti- 
mates his own popularity and importance, 








but then which politician does not?) 

The book is aimed at discrediting Pakis- 
tan's generals but inadvertently ends up 
showing several politicians in a bad light. 
Asghar is hardly complimentary towards 
the Bhutto regime. He tells of assassina- 
tion attempts against himself, of political 
repression and of election rigging during 
the five-and-a-half years of civilian rule. 
Pakistani journalist Yusuf Lodhi, who was 
himself imprisoned after his newspaper 
was banned in 1973, once described the 
Bhutto government as “absolutism mod- 
erated by assassination"; Asghar's de- 
scription of the period supports that con- 
tention. Ironically, he and his party are 
now part of a coalition led by Bhutto's 
PPP, formed for restoration of democracy 
in Pakistan. 

Asghar is also critical of politicians who 
have made deals with the present military 
regime. He does not, however, ask the ob- 
vious question: if Pakistani politicians are 
as unscrupulous as Bhutto and those who 
have sold themselves to the generals, why 
should the generals alone get the blame? 
It is easy to criticise the generals’ weak- 
nesses, but they would probably not have 
emerged in the first place had Pakistan's 
politicians been more responsible. 

Although Generals in Politics does not 
suggest it, Pakistan needs more than elec- 
tions to restore democracy. Stronger po- 
litical parties (unlike thé personality cults 
of Bhutto and Asghar represented by their 
respective parties), a free and principled 
press and recognition of opponents” rights 
are alsó essential ingrédients for democ- 
racy. Unfortunately,’ the confrontation 
between the military and the politicians 
provides each with an @Хсиве іп the form 
of the other for not fulfilling their obliga- 
tions towards establishing democratic rule 
in Pakistan. 

Asghar's book is the politicians’ indict- 
ment of Pakistan's military leaders. It is 
full of interesting anecdotes that shed light 
on events in Pakistan, though not neces- 
sarily leading the reader to the author's 
desired conclusions. Ironically, the book 
has been published in India and is banned 
in Pakistan, though Asghar initially be- 
came popular through his, anti-India 
rhetoric. Things do change when officers 
become politicians. — НОЅА ЛМ HAQQANI | 
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Kakuei Tanaka, known in the 
lar press as Kaku-san, became 
mister of Japan in 1972, he was a 
hough the intellectual elite never 
Kk to his rustic style, it was pre- 
uality that made him popular 
people. They loved him for wear- 
with his business suit, for his 
ountry accent and his sentimental 
ent to his native village. He was a 
ng, down-to-earth change from 
/ersity-educated norm. 

ars later, more as a result of poli- 
ghting than public opinion, he 
is political clout has nevertheless re- 
d intact. In.his own constituency he 
ll à hero. And though to most Japan- 
is the man they most love to hate, 

is a strong ambivalence in the way 
egard him. They remain fascinated 
m, more than by any other politician. 
ds a huge market for books, articles 
TV films about him. 

the Chinese, the Japanese have a 
t for comparing contemporary 
o "heroes and villains of the past. 

a has been compared to both. A 
mlar favourite is Toyotomi Hideyoshi, 

unified the country in 1590. Like 
ka, he was the son of asimple peasant 
no maitter how many noble lords he 





ncultured parvenu. 


ј hrew, he always bore the stigma of. 











The chronicle of Hideyoshi's struggle 


for national eminence, the Taikoki, was | 


used as a model for a comic-book version 
of Tanaka's life. It describes how Tanaka, 
the pure, hard-working country boy be- 
came prime minister by sheer pluck and 
perseverance; how he fought his stammer 
by singing old-fashioned ballads at the top 
of his voice; how he conquered serious ill- 
ness through his extraordinary willpower, 
and finally, how he revered his various 
masters who taught him the virtues of 
loyalty and obligation. 

The mother figure plays a vital part in 
the story of every true Japanese hero and 
Tanaka's is no exception. His mother car- 
ried the entire family burden, as his 
father, a failed cattle-trader, took to 
drink. Young Tanaka had dreamt of join- 
ing the Imperial Navy during the war, only 
to give up just before his examination, 
when he heard that his mother was in poor 
health. 

Instead he became a millionaire at the 
age of 27 with his own construction busi- 
ness. But this was not enough to satisfy his 
youthful spirit. To pull Japan out of its 
humiliating post-war mess "strong politics 
are needed." Or so the comic-book 
Tanaka thought, at any rate. The comic, 
published in 1972, ends in that year, when 
the hero became. prime minister, on this 











| poetic note: “We'look forward to the work 





Тарга as traditional robber; as King Kong (clutching a naked Naess the young hero 
tries to sign up for the navy. an urge to be boss. 
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of art this young, energetic hero will paint 
on the political canvas . . ." 

It is a typical example of a genre known 
as konjo mono, perseverance tales. Korijo 
means spiritual power; the power needed 
to overcome impossible. odds in the quest 
for glory. The glory itself, unlike in most 
Western heroic tales, is not really the 
point; it is the test of will that counts. 

In. perpetuating his own myth Tanaka 
has often exaggerated the odds,stacked 
against him. He has said in an interview 
that he was never quite as.poor as his 
childhood myth would make us believe. In 
fact, he admitted; "I have never set foot in 
à rice paddy, but this image of poverty 
worked well in an election campaign." 


Ts idea of Tanaka curing his. speech 
impediment. by singing naniwabushi 
(sentimental ballads about just the kind of 
heroes Tanaka: admires) also has тоге 
than a whiff of fiction about it. It sounds a 
little too good to be true. But truéor not, 
the sentiments and morals expressed in 
these ballads are precisely what Tanaka 
has been associated with in the: popular 
imagination. 

They аге about giri, the Japanese ver- 
sion of “I scratch your back, you scratch 
mirie," and ninjo, the type of warm human 
sentiments foreigners are never supposed 
to understand. Taking care of an ailing 
| mother instead of joining the navy.shows 
ninjo; building unnecessary railway lines 
to please your local constituents is a case 
of giri. 

The fact that Tanaka might on occas- 
sion have found himself on the wrong side 
of the law is not necessarily held against 
him, as long as he takes care of his own 


































































people. In fact, to his admirers, it might 
even have enhanced his heroic stature. He 
has been compared to such mythical 
Robin Hood types as Kunisada Chuji, a 
19th-century gangster boss. He may have 
been a robber, but he robbed for a good 
cause, inspired by noble feelings of giri 
and love for the little people. 

Another hero often associated with 
Tanaka is Mito Komon, who still performs 
his legendary feats every week on TV. 
Mito Kómon'is a benign trickster, а 
samurai posing as a commoner, only to re- 
veal his lofty idéntity after defending the 
common’ folk “against evil’ warriors. He 
displays! all the ‘mannerisms of the ordi- 
nary villager, but is revered as a superman 
atthe end. Thus, like Tanaka in his days of 
glory, ће 16 reassuringly folksy as well as a 
fathe oss who takes care of every- 
thing: EI E 

Theré-is however a fatal flaw in the 
Tanaka myth, which helps to explain his 
downfall. Japanese heroes are not sup- 
posed tó become too big for their boots. 
Heroes in Japan are usually tragic figures, 
whose failures remind people of their limi- 
tations. Most of them die, defeated by the 
last impóssible obstacle in their course. 
Too much power in one person's hands 15 
always resented; the hero never gets to be 
Shogun.’ | 

Tanaka wanted to be Shogun too badly. 
As a result; according to a recent opinion 
poll, a vast majority of his countrymen 
want him to retire from politics. To under- 
stand how the most popular hero became 
a national villain within two years one 
might draw an’ analogy from gangster 
movies, the morality tales of modern 
Japan. :` : 

































to become too big for their boots. 


In the average Japanese gangster film 
the conflict is always between a good gang 
led by a good boss and a bad gang led by an 
evil one. The good boss is as blessed with 
giri and ninjo as Tanaka was supposed to 
be. He is the oyabun (father-figure) who 
takes care of his men in return for their 
loyalty. 

The good oyabun is the upholder of old- 
fashioned values, he always dresses in a 
simple kimono and will not. use апу 
weapon but a Japanese sword — guns 
being for cowards and foreigners. The old 
Tanaka before his fall was a good oyabun, 
down to the old-fashioned clogs he-wore 
when potteriig around his“ carp-filled 
pond: The difference, however, is this: the 
good yakuza (gangster) oyabun is invari- 
ably an elderly man, usually in poor 
health. His power is spiritual, never physi- 
cal or material. He is an idol to protect, a 
symbolic leader rather than an authorita- 
tian boss. 


he reason for this lies in the Japanese 
ideal of collective harmony. Harmony 
(wa) is preserved by diffusing the source 
of power. Responsibility is collective, not 


| individual. By being deliberately vague 


and indecisive the good oyabun makes 
sure. that everybody can agree with him. 
Most Japanese prime ministers have con- 
formed to this pattern — the archetype 
being Prime Minister Yasuhiro 
Nakasone’s predecessor, Zenko Suzuki. 
Tanaka, with his abrasive can-do manner, 
patently did not. 

Instead he behaved like the archetypal 
bad oyabun, who is in every respect the 


opposite of the good one. The bad guy | 


wears loud Western suits, carries guns, 




















































idal; Tanaka as an unsinkable ай 














rcraft carrier: heroes are not sup, 


gives very direct orders, is in the:! 
health and throws his weight. 
whenever he can. 

His crimes are peculiarly “mode 
crushes local tradesmen by Jouildir 
market chains; he takes kickba 
crooked politicians to build poll 
tories. He is a destroyer of tradi 
bullish entrepreneur. He is, in 
typical architect of the modern J 
miracle and very much like Tanak 
self. 2 

This conflict between traditi on 
lent new ways is actually much old 
modern gangster movies, It is a 
factor in Japanese history and thi 
popular heroes, who are still fondi 
membered, were always on the si 
tradition. In fact, many of 
and-out reactionaries. ^^ 

Tanaka's plans to transform th 


image as a computeri 
everything the Japanes 
over his direct mavanér and Mr Fix 
titude soon lost their charm and beca 
liability in Japanese polities. In cart 
the amiable Robi n Hood in Japanesecl 
became a ruthless, thick-lipped ope 
destroying all that the Japanese hold 
The hero was simply too decisive, too 
lish, in a word, too powerful. He h 


g 
© 


o. 

And yet he continues to haunt:t 
panese imagination. His image as th 
lain — outside his own faction; that 
as traditional as that of the her 
the Japanese tradition thé vil 
kind of hero. This is the scapegoa 













anga means “comics” in Japanese. 


_ Twas a barefoot correspondent in Tokyo 
e- and post-World War H, it was obvi- 
is they were an obsession with the Ja- 
nese. Now | learn from an extraordin- 
study, Manga! Manga! written’ by 


ar who studied Japanese at a Tokyo uni- 


iagazines published in Japan in 1980, 
730. Өг roughly 1.16 billion, were 
nga. “Japan,” 
a драп, “now uses more paper for its 
„ics than it does for its toilet 
ASH 

he* most. common form of Japanese 
ga today, he reports, is the "story 
jc. They bear little resemblance to 
estern comic books, “The Japanese 
s tirst serialised in magazines and 
1 compiled into books and in its en- 
ty may. be thousands of pages long," 
odt records. “The comic magazines 
targeted separately at boys, girls, 


p 


"ised today by an increasing crossover 
v readership.” Not all are literally 
mic" —- some are tragic. 

he most popular comic magazines 













































ho. breaks all the rules and ends 
ig punished for it. These are often 
samurai, who. practise their 
1anship on the necks of innocent 
They are not so much immoral as 
and they are punished because 
t, after all, prevail. 

radition goes back to the earliest 
ods. Specifically to Susanoo, the 
od, who broke all the taboos of 
ety. He sm ashed ricefield divisions, ' 
bed import ant rituals and so forth. 
s à lout, Биг he is still worshipped as 
is the other gods. In Japanese mor- 
here is no absolute evil. Like the 
the atoim bornb, and indeed all Ja- 
se.war crimes, badness simply comes 
es with unpredictable, force. 
; and all the other malignant 
s since, purify our sins by. acting 
m out. i 


arecent edition of Chuo Koron, опе 
f the most serious Japanese monthlies, 
Ка is compared to Susanoo. It argues 
i the sins for which he is made a 
pegoat" are the sins of Japan's 
omic struggle since the war. Tanaka, 
es on to say, represents the morality 
the black market: “As away of survival 
re is nothing wrong with black busi- 
SS x 
Now that Japan has grown prosperous it 
outgrown the black-market morality 
ind Tanaka, as the ernbarrassing. symbol 
t, has to be exorcised from the national 
che. But the harder he is pushed to get: 
































Mis even inthe long-ago days when: 


Tederik L. Schodt, an American scho-. 


ersity, that, of the 4.3 billion books and | 


Schodt points: out. 


and women, but all are charac- | 





“are loosely known as shonen manga 
("boys' comics"). and shojo manga 
("girls' comics”). 11980, the top five 
shonen manga had combined sales of 
nearly 9 million. Comic magazines, ori- 
ginally produced for young men and call- 
ed seinenshi, have now extended their 
sales to men in their 40s. And adult 

| women — who until recently had to read 
manga designed for teenagers — can 
now buy two monthlies Be in Love and 

Big Comic for Lady. 

This Japanese weakness. for comics 
continues to expand. Magazines which 
had previously published only “normal” 
articles with “normal” photographs now 
ensure publication of comic stories and 
drawings by (quoting — Schodt) 
"serialism." 

Schodt points out that the themes'of 
Japanese comics are even тоге varied 
than their readership: "The huge boys’ 
comic magazines carefully balance sus- 
pense with humour: dramatic stories of 
‘Sports, adventure, ghosts, science fiction 
and school life are interspliced with out- 
rageous gag and pun strips. Girls' comic 
magazines also strive for balance but are 





cause, butfor the perseverance with which 





ut of the way, the firmer his resolve to 


“he pursues it. Т 


distinguished by their emphasis on tales 
of idealised love, featuring stylised 











Tanaka as dispenser of largesse: 
black-market morality. 


stand his ground. This brings us back once 
more to a common pattern in heroic tales 
of the past. It is known as iji o haru, to per- 
sist in the course one has taken, whether 
right or wrong. 


Every tale of samurai revenge is.suf- | 


fused with this mentality. In order to 
prove the sincerity of his motives a 
samurai may never give up the position he 
has adopted. „А hero of this type is not 
judged for the rightness or justness of his 





ultimate expression of 


heroes and heroines, many of whom 














look Caucasian. 

“Adult magazines have themes which 
range from the religious to the porno- . 
graphic, mostly emphasising the latter; < 
and teem with warriors, gamblers and ` 
gigolos." It is instructive — but not sur- 
prising — to learn also that the manga’ 
are becoming more sophisticated. 

In. a. characteristically Japanese 
foreword, Osamu Tezuka, one of 
Japan’s leading cartoonists, says that he 
is convinced that "comics, regardless of 
what language they are printed in, are an 
important form of expression that cross- 
es all national and cultural boundaries, 
that comics are great fun and/tħat they 
can promote peace and goodwill among 
nations. Humour in comics can bere- 
fined and intellectual, and it has the 
power to raise the level of all people's 
understanding." : 

Schodt points out that the word manga 
can mean caricatures, cartoons, comic ` 
strips, comic books or animation. Its 
Chinese ideograms — united by an artist 
in 1814 — are “man” (to tease, make fun 
of) and “ga” (pictures). Amusingly, the 
first ideogram has a secondary meaning 
of “morally corrupt.” 


this kind of sincerity is of course ritual dis- 
embowelment. d. 

The most popular Japanese story ever 
written, Chushingura, is about 47 samurai 
avenging their lord's death. Itisbased on a 
true event. When their bloody mission is 
accomplished, they all disembowel them- 
selves, a scene that still elicits floods of 
tears in theatres and cinemas, all over 
Japan. The cause of their lord's death, a 
vague point of etiquette, was hardly worth 
so much bloodshed. It was not even very 
clear who was right or wrong. Yet the 47 
retainers аге still idolised іп Japan for 





their single-mirided loyalty: ^ ^ 

Tanaka, in’ cartoons, filiis and 
magazine articles, is often compared to 
the protagonists of this play. To his sup- 
porters the rights and wrongs of his money 
politics are irrelevant. He is their lord and 
they have to support his cause. For him to 
give up now would be seen as a base be- 
trayal to his followers; they would then all 
lose face. In:the traditional Japanese way 
it would even.be profoundly immoral. 

The way for Tanaka to go-down in his- 
tory as a true Japanese hero is obvious: he 
ought, like the novelist Yukio Mishima, to 
commit suicide. This, however, is unlikely 
to happen. The traditional answer (о a 
traditional predicament is no longer part 
of the modern world. This makes Tanaka 
a deeply tragic figure. It is also symbolic 
for modern Japan, a traditional society 
trapped in:a 20th century system. This is 
why Tanaka, whatever he decides to do, 
will continue, like Mishima, to Ыса raw 
herve inthe national ps apa: 











on China you'll ever 













} The China Law Annual 
Official Annual Report of China 
Report 1982/83 — 1982/83 
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| By Mike Tharp 

| Tokyo: The Japanese cabinet approved 
_ оп October 21 a package of measures de- 
| Signed to ease the country's trade tensions 
| with its main trading partners. Some of the 
















_to Japan and thereby trim some of the 
| 05520 billion overall trade surplus Japan 
— will record with its trading partners in the 
rrent fiscal year, ending March 31, 
1984. 

| Besides the six-point package endorsed 
| by the cabinet, the Bank of Japan (BoJ, 
` the central bank) also finally lowered the 
— Official discount rate on October 21 by half 
_ a percentage point to 5%. This reduction 
_ Of the rate at which the central bank lends 
“money to financial institutions was the 
first decrease in two years. The move will 
lead to a drop in the long-term prime rate 
; 8.4% to 8.2%, in the short-term 
| prime from 6% to 5.5% and in interest оп 





| The BoJ has delayed the discount-rate 
| cut for months, despite mounting private- 
_ Sector pressure. Monetary authorities 
| were worried that a widening of the gap 
between United States and Japanese in- 
terest rates would accelerate the outflow 
— of Japanese capital to US financial mar- 
—kets, where rates were more attractive, 
thus further weakening the yen against the 
—US dollar. The Japanese currency has 
"strengthened slightly against the dollar in 
Lrecent months, as the foreign-exchange 
c market anticipated lower US interest rates 
[red acknowledged that Japan's overall 
economic. performance would. be com- 
| paratively robust in the current fiscal year. 
ino Prime Minister Yasuhiro Nakasone and 
| Other Japanese, Government officials in- 
_ Sisted that the latest package (marking the 
fourth set of market-liberalisation provi- 
| sions in the past two years), represented 
| the maximum the government could do 
| now to appease trading partners. “There 
аге things we can do and things we cannot 
| do,” said one Foreign Ministry official, 
“but we have made our utmost effort. This 
"should be fully appreciated by our trading 
"partners, and we expect them to make the 
"utmost of these measures to increase their 
exports to Japan." 
|_ Six provisions highlight the package. 
Public-works spending will be increased 
Бу ¥1.88 trillion (US$8 billion) over the 
| ¥6.65 trillion slated for the current fiscal 
year. It is unlikely, however, that the 
supplementary budget this will entail can 
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Tokyo primes its pumps to help ease international trade tensions 


Japan's locomotive force 


be passed before next January. Also, taxes 
will be cut by ¥1.21 trillion. These cuts, 
affecting both income and local taxes, 
were in fact offered by way of a sop toa re- 
calcitrant parliamentary opposition over 
the Tanaka affair (REVIEW, Oct. 27). The 
electric-power industry will place ad- 
vanced orders worth-about ¥620 billion 
by March 31, 1984, and various incentives 
aimed at spurring housing construction 
were also included. These provisions are 
all intended to stimulate domestic demand 
(including import demand), which has re- 


Nakasone: cosmetic steps 





mained sluggish for months, while exports 
contributed the lion's share of economic 
growth. 


Miitkctopening measures include re- 
duction of tariffs and duties on some 
1,200 imported products, with the elimina- 
tion, or reduction, advanced by one year 
over the date agreed on earlier at the Gen- 
eral Agreement on. Tariffs and Trade. 
Items of interest to certain Asian exporters 
included lower tariff rates on fowl, crabs, 
bananas, palm oil, some paper products 
and woven jute fabric. Duties on semicon- 
ductors will be eliminated, in parallel with 
a similar action by the US, and cuts will be 
made on the duties levied on such indus- 
trial goods as combine-harvesters, elec- 
tronic cash registers, and other office 
equipment. In addition, Asian producers 
would gain from an increase by 50% 











next fiscal year in the total ceiling 
quotas on industrial products covered 
under the Generalised System of Pre- 
ferences. 

The package also contained provisions 
to ensure proper implementation and fol- 
low-up on measures outlined in previous 
packages, US officials recently have ex- 
pressed dissatisfaction with what they con- 
sider asa lack of implementation of earlier 
market-liberalisation measures. Japan's 
Export-Import Bank will also make avail- 
able #20 billion to finance imports of 
manufactured goods during the 
rest of the present fiscal year. 
This year the bank is expected 
to lend a total of ¥800 billion to 
finance Japanese exports and 
¥400 billion to finance imports 
of resources and raw materials. 

In recent months, many 
foreigners have criticised the 
yen's value against the dollar as 
being too low, making Japan- 
ese exports more price-com- 
petitive overseas. Japanese of- 
ficials have responded that they 
are not artificially manipulating 
the yen's exchange rate and 
that the culprit was high US in- 
terest rates that led to massive 
capital outflows. i 

The package listed. several 
measures to encourage capital 
inflows to Japan, with an eye to 
propping up the уеп; Опе is to 
issue; government-guaranteed 
overseas bonds — so-called 
Nakasone Bonds — inthe US 
market. Tentatively.the Japan 
Development Bank was said to 
be. considering the issue of 
US$100 million in such bonds. in New 
York. Monetary authorities also indicated 
they would complete the framework to 
allow the issue of public bonds denomi- 
nated in foreign currencies. 

Several other proposals were made to 
promote internationalisation of the yen, 
but none was implemented in the package 
itself. Finance Ministry officials said they 
would examine "from the medium- and 
long-term viewpoint" the establishment of 
a market for-trade-related, yen-denomi- 
nated bankers acceptances, a step some 
foreigners believe would increase im- 
ports. However, officials said there was 
nothing they could do about bankers ac- 
ceptances in the short term. 

Authorities also said they would review 
the acquisition of stocks and other finan- 
cial instruments by non-residents and 
would examine the possibility of liberalis- 
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ing foreign investment in property. 
Foreign participation in banking. insur- 
ance and securities would continue to be 
handled хоп a. nonediscriminatory basis. 
However, -Finance . Ministry апа 
Economic Planning: Agency (EPA) offi- 
cials said there was “no definite time- 
table” for any of these steps to be realised. 

Finally, the package contained pledges 
to promote industrial cooperation, 
economic cooperation with developing 
countries and capital cooperation with in- 
ternational financial institutions. The 
Ministry of International Trade and In- 
dustry also said efforts would be made “to 
“ensure moderated exports in specific рго-, 
“ducts.” Currently, its officials estimate 
that some 30% of Japanese industrial ex- 
ports are limited under one form of export 
restraint or another. 





Ds» the hopes of the package's or- 
ganisers, it appears that its impact on 
real economic growth in Japan will be mar- 
ginal. The government's official target for 
the present fiscal year is 3.4%, and an 
EPA official estimated that real growth 
would be increased by 0.3-0.4% by the 
package's provisions. "Without this pack- 
age, it is difficult to achieve 3.4% ,” said 
one Foreign Ministry official. 

Munemichi Inoue, an economist with 
Marubeni Corp., the trading company, 
said the new measures would have some 
favourable impact on the recovery of 
domestic consumption. But he added that 
its contents are not sufficient to speed up 
growth of private investment. 

The package does not contain any steps 
regarding liberalisation of beef and citrus 
imports into Japan. The US and Japan are 
engaged in a protracted series of negotia- 
tions onexpanding current quotas. More- 
over, the public-works spending consists 
largely of moving money from one budget 
category or time frame to another, rather 
than actually: increasing such spending. 
Officials said a supplementary. budget 
would:be needed to come up with addi- 
tional public-works funds: Р 

As is clear from the widening surpluses 
Japan has recorded with most of its trad- 
ing partners in the past two years, the ef- 
fect of three previous packages on bilat- 
eral trade figures has been nominal. The 
Japanese can- only hope that the. latest 
package buys them more time until ex- 
change rates. and other factors, affecting 
global competitiveness begin to influence 
trade statistics. 

Meanwhile, there is little likelihood 
that the US or the European Economic 
Community will be satisfied with the new 
package. “It’s so much like all the other 
packages," commented one US official. 
“The Japanese are inching along. These 
decisions are not done in discrete steps but 
are part of a process.” Spokesmen for the 
EEC in Brussels cautiously welcomed the 
package but questioned whether it would 
help cut.the-EEC's trade deficit with 























Tokyo: When it was released publicly in 
February, a report called Japan Business: 


| Obstacles and Opportunities was widely 


hailed as an important contribution to 
Japan's dialogue on trade issues with the 
country's main trading partners. Com- 


‘piled by an American consulting firm, 


McKinsey and Co., in cooperation: with 
American and Japanese officials and busi- 
ness leaders, the book sought to shed light | 
on how to do business successfully in 
Japan (REVIEW, Mar. 31). vi a0 
Now ‘controversy surrounds the 208-. 

page book. Officials of the United States 
Commerce Department reportedly called 
it “a piece of Japanese propaganda.” One 
official from the US Trade Representa- 
tive’s Office described it as “a crock,” an 
unflattering American slang term, and 
other US officials suggested the report 
was intellectually dishonest and serving 
McKinsey’s self-interest. 

“Such reactions illustrate a basic prob- 
lem Japan has with most of. its trading 
partners. Many foreigners continue to 
view Japan.as the essentially protected 
niarketplace it was during the 1950s and 
1960s and through to the mid-1970s. Most 
of the legal and attitudinal changes to- 
wards foreign business that have occurred. 
in recent years are all but ignored. Some 
barriers persist, and Japan remains a 
highly competitive commercial arena. But 
scores of foreign companies, have. done 
very well in Japan апа many foreign exe- 
cutives find the competition now largely 
fair. | 

‚ The McKinsey report was conceived in- 
itially as ап unbiased analysis of which 
American firms had succeeded in Japan, 
what strategies they used and the oppor- 
tunities available for other foreign corpo- 
rations to participate in the Japanese mar- 
ket. Nearly 30 people from the govern- 
ment and private sectors of both countries 
worked for more than a year on the pro- 
ject. There were several drafts, dozens of 
formal and informal meetings and exten- 
sive research and revisions before the re- 
port was finally published. 

A total of US$150,000 was contributed 


by the US departments of state and com- | 


merce, the Trade Representative's Office. 
the Japan External Trade Organisation 
and corporate members of the American 
Chamber of Commerce in Japan. McKin- 
sey is believed to have charged about a 
third of its usual fee for the report. 

Its main conclusions varied dramati- 
cally from what many US officials and 
businessmen had been saying about the 












On second thoughts. . 
А report on American corporate involvement in Japanese | 
business now faces severe criticism from US officials 








.prowess and domestic-market entry 


‚ approaches to business relations 


“wholesale, service and retail secto 


panese market. However, the: $ 


ond criticism is that the report 





































































































being needlessly discouraged by mi 
ing assumptions about Japan's bu 


lems.” Another debunked the alleg 
of “unfair” Japanese policies: "Re 
significant barriers to success in. 
cases have stemmed from a forei 

ration's failure or inability to тес 
and accommodate the Japanese mai 
enormous size, depth. complexity 
needs and conditions and traditi 
panese business customs, prac 


‘The study also claimed that A 
businesses had penetrated the J 
market much more thoroughly t 
been generally acknowledged. Ang 
126 manufacturing sectors 


report estimated that only 7% 
manufacturing sectors had "no stro: 
presence;" In the latter categori 
found that 7595 -of those sectors: 
American corporate involvement. | 
on to recommend that US firms woul 
well to try doing business in co 
software services, medical-manag 
services, financial services and vidi 
truck leasing. - 

After its release, the report 
distributed at a series of seminars 
ous US cities. The same sponsors 
have organised the seminars to help 
rent-and prospective investors and 
preneurs become acquainted with 


idea never materialised to any mee 
extent, partly because of official / 
can dissatisfaction with the repo: 


W hy the dissatisfaction? 
seem to have concentrated the 
two aspects of the reports O 
does not promote US economic 
jectives towards Japan, at leas 
jectives supported by the Com 
partment and some trade o! 


mention many of the obstacles t 
ficials feel hamper foreign. bus 
when it does cite them, the barri 
played down too much. 

The reports methodology has ғ 
faulted as being unpersuasive. Ame 
officials originally intended the геро! 
be a fact-based study obtained by со 
ing substantial information on th 
ese market. However, the interpre 
of those data by the McKinsey sta 
one US official, was processed thre 
artificial formula that simply did no 
to the bilateral: trade. relation 
gives a point of view that needs. 
=~ that US companies 








1 to import products.” 5 i 





that because the head-of McKinse 





2, the study's conclusions generally pro- 
de an apologia for Japanese policies and 
iness practices. Ohmae told the 
that McKinsey's role “was to pro- 
he intellectual and project leader- 


participants were reflected in the 
so defended'the report's basic con- 
and the evidence used to reach 




























ila: The Philippine economy is in al- 
t as. much flux as the political situa- 
Phe rapid deterioration in the capi- 
Ount position since the August 21 
assination of opposition leader Be- 
! Aquino has reduced international 
ves to an estimated US$500 million 
tober 22, or less than one month's 






«month trade facilities bec: 
ans and shorter revolving credits 
to weeks and even days. 

90-day moratorium on. all debt re- 
17 to next 
2 This should 
е country relief on payments esti- 
at about US$3 billion out of the es- 
1539.5 billion in short-term debt. 
Minister (concurrently Finance 
ег) Cesar Virata said the higher 
erm figure results from the inclu- 
f non-monetary. capital. liabilities 
ommercial banking system (net 
assets) — which he estimates 
t US$4.1 billion — and about 















Fund’s standby credit’ program- 
abandoned; the new letter ‘of: in- 
outlining an expanded package for 
st of.1983 and 1984 is expected to be 
din early November. Onapproval of 
roposed standby — which: will in- 
e about 315 million special. drawing 
ghts, or SDRs (US$334 million), and 
other SDRs 300 million dependent on 
AF borrowed resources — Virata could. 
| down with the 10-bànk"ádvisory com- 














erlving the criticism is the implica- . 





о office, Kenichi Ohmae, is Japan- ' 


"and that widely divergent views | 


c are seeing,” Ohmae said. He also 
questioned the motives of the officials of 
the Commerce .Déepartment айд Trade 
Representative’s Office. “If there were no 
trade friction, these people wouldn't 














things look [in Japan], the more trium- 
phant their victories will look when they 
come back trom Japan.” 

Several of the report’s American par- 
ticipants concéded the study had been dis- 
appointing in some ways. Early drafts bor- 
dered on being incompetent, they. said, 
but these were improved greatly in several 





"have a job,” he said, "The ‘more difficult | 





ECONOMIC MONITOR ШЕИ PHILIPPINES 


Several views contrasted with 
those in the initial report, and these views 
appear to have been incorporated in the 
final product. 

“It’s not exceptional but it's accept- 
able," said one American who worked on 
the report. "The whole purpose of the vol- 
ume was to come up with a positive out- 
look," said another US businessman in- 
volved in the project, “and that is, if 
you've got any good product or service, 
this is a good place to sell it, unless the Ja- 
panese are so far ahead of you, it's too 
late." — MIKE THARP 











mittee formed to help handle the 
moratorium and work out a mixture of 
пем borrowings and loan restructuring ac- 
ceptable to the government and the 
Philippines' 350 creditors. 

Current estimates are that at least 
US$500 million in new funds will be 
needed, with perhaps US$1.5 billion in 
short-term funds stretched into medium- 
term loans. 

The consequences of this are only be- 
ginning to be felt. Trade financing has vir- 
tually come to a standstill, despite the fact 
that the moratorium specifically excludes 
trade loans. Local banks have become 
highly selective in granting new letters of 
credit and foreign banks reportedly are re- 
fusing to honour Philippine letters of cre- 
dit. The government is trying to import 
food through government channels and 
has agreed with the United States Export- 
Import Bank to allow commercial-bank 
| guarantees to be accepted under an Exim 
Bank facility for raw materials and spares. 
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Current Account Deficit 


o expectations of growth 


| 





Some US$100-150 million may be fi- 
nanced in this manner by the end of the 
year. 

But this has not helped oil-import 
financing, which has fallen drastically in 
the past few weeks. Inventories are suffi- 
cient only until early December. While 
there has been some talk of rationing fuel 
oil, the government is more likely to stick 
with its policy of raising prices of petroleum 
products to cut demand in some sectors 
(for example car fuel), with prices remain- 
ing more stable in priority categories. 
Price increases of up to 20% are expected 
to be announced some time in late 
November. Other measures used include 
an increase in bank-reserve requirements 
from 20% to 23% by December 1, and 


| import controls by way of guidelines to 


banks (rather than outright bans) will be 
employed soon, as a temporary. emer- 
gency measure to help cut import 
costs, 

Economic restraint will hav 
vastating effects. The 21.496. devaluation 
of the peso on October 5 will push infla- 
tion this year 10 12-15% (it was as low as 
7% during the first quarter); it will be 
slightly higher in 1984. Wage increases 
will not. match the inflation. Companies 
are expected tó begin laying off workers 
shortly and a number of strikes; some in 
the Bataan Export Processing Zone, have 
already started, Price controls imposed by 
the government have not so far been too 
successful. Sugar prices have risen, as 
have fertiliser costs. That means rice can- 
not be more than one harvest behind. 

For the gross national product, all this 
means limited (if any) real growth this 
year and next, despite the recovery over- 
seas. And with the balance-of-payments 
deficit thus far of US$1.4 billion being 
forced down to near zero in 1984, much 
depends on the ability of the government 
and banks to reach a solution to replenish 
the haemorrhaging capital accounts, 

The most positive aspect of the crisis re- 
mains the current account which, though 
still showing a nine-month deficit of about 
175$1.8 billion, is US$500 million less than 
the shortfall in the first three quarters-of 


1982. | GUY SACERDOTI: 
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Advanced 
telecommunications 
is why. 


Mellon means world class 


Mellon has what it takes to be the 
best cash management bank in the 
world, with the most sophisticated 
computer and global telecommuni- 
cations systems available. 

We also have the people who can 
adapt them to your individual 
requirements and anticipate your 
future needs. 


Some of the new cash management 
products developed by Mellon— 
and made available to our corre- 
spondent banks—include: 
CONCENTRATION OF FUNDS: The 
first system of this type, designed 
specifically for foreign correspon- 
dent banks. By consolidating idle 
cash, you can take advantage of 
investment opportunities and 
reduce borrowings. We'll even fund 
accounts that fall below target 
balances. 


Mellon Bank 





BALANCE REPORTING: Our auto- 
mated system provides multi-bank 
balance reporting with multi- 
currency capabilities. Most of our 
correspondent bank customers get 
balance reports at the very begin- 
ning of every business day. 


These services are made available 
through Telecash*, Mellon's time- 
sharing communications system. 
Telecash moves information and 
transactions in seconds. It lets you 
monitor and control your account 
activity and cash positions from 
virtually anywhere in the world. 
If you'd like to know more about 
these and other Mellon cash man- 
agement services, contact any of 
our offices worldwide or write: 
International Cash Management 
Section, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230. 
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At Thai International we're pleased to say that nothing has changed. 
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[п ап age when character 
is disappearing, four hotels 
in Singapore still remain 


м . Although luxury hotels of the modern kind 
Istinetn € abound in amazing Singapore, travellers 

@ will find that the Goodwood Group 

Hotels still have character, service and elegance, All of these hotels are within 

an easy walk to the heart of Singapore. One is subtly right for you. 












The old-worldly Goodwood Park remains the grand style 
hotel of Singapore. Stately, gracious, sprawling. 

ME Its appeal is instantaneous 
to the discerning. 














THE YORK 
! Unsurpassed Comfort 


The York is centrally located, yet away from the bustle. It is smart 
in decor, and has all the amenities executives and holidaymakers demand. 
ravellers love it for its attention ta individual needs 


and its friendliness. 















| THE LADYHILL Be 
е: fent Yet Pleasantly Quiet 4 з 


With peace and tranquility amidst luxuriant 
gardens, and chalets built around theg f 

pool, the Ladyhill offers something . . 
refreshingly different. Ambience is 
definitely leisurely. 



















Affordable Luxury. 


| Formerly Hotel Malaysia. The Boulevard, with a new wing 
to-be completed in July 1984 will be more luxurious tha 
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cams GOODWOOD GROUP 
Goodwood Park * York Hotel * Ladyhill * Boulevard Hotel Singapore 
The Four Distinctive Speciality Hotels in Singapore. 


P» © Reservations: Japan: Southern Pacific Hotel Corporation Tokyo Tel: 508-2341 Tx: ]26810 
OTE. Malaysia: Goodwood Park Hotel Sdn Bhd Kuala Lumpur Tel: 929275/6 Tx: MA 31775 
Singapore: Goodwood Hotels Corporation Tel: 7333409 Tx: RS24377 GOODTEL 









This is the flight deck of the world’s 
most advanced jetliner, demonstrating 
Airbus’ supremacy in ergonomics. 

Perfected by pilots, with pilots in 
mind. 

Providing clear, logical, “Need to 
know" in-flight data for optimum 
operational efficiency and minimum 
maintenance. 

Airbus. Putting all the advantages 
on your side. 


© Airbus 
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BUDGETS 


The debt burden builds 


Malaysia cuts spending to ease mounting finance constraints 
and to conserve revenues hit by the recession 


By James Clad 

Kuala Lumpur: Fears of tough new re- 
venue or import-control measures in 
Malaysia s 1984 budget proved un- 
founded, but the “realism” the govern- 
ment promised, along with "fairness," has 
shown through in austerity measures. 
Development spending has suffered as the 
government strives to moderate a fast- 
mounting burden of external debt and the 
overall impact of the budget is likely to be 
deflationary. 

Immediate reaction to Finance Minister 
Tunku Razaleigh Hamzah's measures 
presented on October 21 to the Dewan 
Rakyat (lower house of parliament) was 
that they were "cautious, shock-less and 
prudent." But various domestic and out- 
side constraints now dictate policy to some 
extent and prevent the Malaysian Govern- 
ment from continuing the sort of expan- 
sionary budgetary policies pursued in the 
past. 

Total budgeted government expendi- 
ture for calendar (and fiscal) 1984 is 
M$27.09 billion (US$11.58 billion), mar- 
ginally down even in nominal terms on the 
M$28.75 billion budgeted for 1983. With- 
in this total, development spending has 
been cut by some 30% to M$8.08 billion 
while operating expenditure rises by 11% 
to about M$19.02 billion. Overall, this 
reflects the government's disinclination to 
rely too much on prospects for a sustained 
economic recovery among its principal 
trading partners. "The question still re- 
mains as to whether the recovery will be 
durable ог just short-lived,” said 
Razaleigh. “This uncertainty prevails be- 
cause the international economic weak- 
nesses are no longer regarded as cyclical 
and transient but more structural and long 
term.” 
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There are other reasons for the govern- 
ment’s caution, however. Malaysia's 
foreign debt, while still not imposing the 
servicing burden suffered by other South- 
east Asian countries — the official debt- 
service ratio is estimated at 6% — has 
nonetheless increased from just over 
US$1.1 billion equivalent іп 1965 to 
around US$17.1 billion by the end of 
1982. This figure does not include private, 
state-government or statutory-corpora- 
tion debt. Overall public debt grew, ac- 
cording to one recent analysis, at an an- 
nualised rate of 31.6% between 1980 and 
1982. The government did not announce 
on budget day whether it intends raising 


Gross external borrowing by the Malay- 
sian Government alone has climbed so far 
in (calendar and fiscal) 1983 by M$5.9 bil- 
lion (US$2.5 billion) — 12% faster than 
the increase in 1982. The largest loans so 
far this year were a group of seven, raised 
in European, United States and Japanese 
capital markets in August and totalling 
M$4.15 billion. A large syndicated 
Eurodollar loan signed in April also added 
M$1.26 billion to borrowings. Various 
other syndicated yen and Swiss franc loans 
were negotiated, as were project loans 
from the World Bank (some M$413 mil- 
lion) and from the Asian Development 
Bank (M$110 million net). The outstand- 
ing external debt of the federal govern- 
ment at the end of 1983 is estimated to 
reach M$17.8 billion against M$12.5 bil- 
lion a year previously. Commercial loans 
now account for nearly 45% more of total 
federal debt outstanding than they did a 
year ago. 
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deficit-covering finance in 1984 locally or 
externally. There are no requirements in 
the External Loans Bill recently passed by 
parliament (though still awaiting the 
king's signature along with various other 
legislation) for the government to inform 
parliament of its borrowing intentions. 
The bill merely enlarges the finance minis- 
ter's powers to raise foreign loans with- 
out the need to issue government secu- 
rities. 

The composition of public debt also 
changed, with the share of external debt 
— much of it market-rate loans — steadily 
increasing and the maturity structure of 
the loans becoming correspondingly more 
difficult to manage. In short, in recent 
years the rate of growth in public debt has 
outpaced the growth of public revenue. 
The rate of debt assumption has begun to 
cause some anxiety in Malaysia, which 
traditionally has financed public expendi- 
ture from domestic resources such as the 
enforced savings of the Employees' Provi- 
dent Fund. 

With this feature of Malaysia's public 
financing dominating economists’ think- 
ing this year, the finance minister's new 
budget cuts 1984 federal expenditure by 
4.3% overall, slicing development expen- 
diture by a heavy 23%, from 1983's 
M$10.53 billion to M$8.08 billion next 
year, more than offsetting a 7.3% rise in 
1984 in operating expenditure, which will 
increase to M$19.02 billion from 1983's es- 
timated M$17.73 billion. 


I: Malaysia, where government spending 
amounts to 40% of the country's gross 
national product, the effect of the cut will 
be to bring down public-sector consump- 
tion next year by almost 3%, to M$13.2 
billion compared with a 7.7% growth in 
public consumption throughout 1983. The 
government will achieve this by reducing, 
in Razaleigh's words, “expenditures for 
development projects which have a high 
foreign-exchange component." 

One major project of which implemen- 
tation already has been postponed and is 
likely to be so again is a large airfield for 
the military at Gong Kedak in Kelantan. 
The facility is commonly supposed to be in 
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| authorities 
her defence project that ap- 
| fo have been rescheduled is 
nned integrated air-defence 
ystem — estimated to cost 
to: M$300 million — апа а 
r $um for maritime-patrol 5 
.. Both. acquisitions are 
tood to have been defer- 
mparing development al- 
with those for 1983, 
/ (including defence and in- 
security) will be 52% down 

84 and the social sector (education, 
ing, health, social welfare and sewage 

ment) will fall by 42%. 


































































ertain to be “rescheduled” include 
ons to thé’ Kuala Lumpur-Johor 
way which is planned to become a toll 
way along the entirety of its 920 
he government has not revealed 
xact cost of this project but it is be- 
d to exceed M$500 million. Another 
ect certain to be deferred is the broad- 
e retracking and associated refurbish- 
t of Malayan Railways, estimated in 
ember to cost at least M$14 billion. 

blic-séctor investment will, however, 
main at around the 1983 level — that is 
$8.8 billion — primarily because of 
ects which are already under way or 
ich there are contractual commit- 


government expects this restraint 

ublic spending to reduce the need for 
‘borrowings to “restrain or even re- 
n Razaleigh's words, the rate of in- 
se in debt servicing (which for the first 
nce 1979 has a smaller proportional 
ed increase of funds than the pre- 
ng year). 
his budget address, the finance minis- 
said stringent policies introduced in 
2 succeeded in reducing the federal 
vernment's overall deficit as a propor- 

ОЁ GNP from 19% in 1982 to 15.3% 
year. Razaleigh expects this to decline 
[| further in 1984 and 1985 — to 10.8% 
id to *about 6%” respectively. This will 
ean, he said, that the overall public-sec- 
deficit (including staté governments 
government enterprises) as a propor- 
‘of GNP will also drop, from 25.2% 
s year to 18.3% in 1984 and to 11.5% by 
e end of 1985. 
Hopes for reducing the fedéral expendi- 
by the amounts noted turn in part on 
finance minister's commitment to con- 
ing austerity їп the government's 
operating expenditure. Despite a 
anding instruction tó departments 
еер expenses to a minimum, the 
tmment's operating expendi- 
їп 1983 is still expected to rise 
9 ароче the 1982 actual operat- 
expenditure of M$16.67 billion 
M$17;73 billion. 
Adhering to fiscal-policy stric- 
гез set. in last years budget 
(REVIEW, Oct. 29, '82), the govern- 
ent has continued to reduce public 
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mand-restraint ànd revenue-raising mea- 
sures of a year ago. Razaleigh plainly ex- 
pects rising commodity-export levels and 
prices to generate both extra revenue 
(budgeted at M$19.14 billion — a 5.6% 
rise over the 1983 take) and to improve 
Malaysia's modest current merchandise- 
account surplus of M$324 million. 


T: unmistakable upward movement of 
commodity prices this year (with the ex- 
ception of tín and petroleum) has prompt- 
ed some restrained optimism in the ba- 
lance-of-payments and current-account 
predictions of the Malaysian Treasury, 
which released its annual economic report 
for 1983 simultaneously with the budget. 
Compared to the balance-of-payments de- 
terioration in 1982 — when the current ac- 
count registered a worrying M$7.6 billion 
deficit — the current account for 1983 
should improve by M$1.1 billion (to an es- 
timated deficit of M$6.5 billion). 

In 1984 the government expects the 
merchandise account to show further im- 
provement, reaching a surplus of M$2.84 
billion. This figure reflects what the trea- 
sury expects will be continuing volume in- 
crease in petroleum and liquefied natural 
gas exports (though unit prices have not 
increased this year and may not in the next 
12 months). It also reflects both better de- 
mand and higher unit prices for most other 
primary commodities than was the case à 
year ago. Total exports in 1984 are ex- 
pected to bring in M$35.99 billion, a 12% 
increase over 1983. 

On the other side of the account, im- 
ports are expected in the treasury forecast 
to climb also — but only by 4.476 (in con- 
trast to export receipts increasing by 1376 
during 1983). Most of the reduction in the 
rate of import costs is expected to follow 
from planned rescheduling of develop- 
ment projects. Estimated 1983 imports of 
M$31.53 billion are a 5.47% increase on 









(M$ million) 
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Merchandise balance 

Goods, services and transfers 
Current-account balance 

Net long-term balance 

Balance, capital and current account 
Short-term private capital, errors _ 
and omissions 
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1982 (M$$29.9 billion). The government's 
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19,016 
8,076* 

27,092 

19,145 
7,671 























stsignificant commod 

"predictions for next year from the : 
treasury state that: - . 
» Rubber prices (including latex) 
will continue to improve. The RSS 
1 grade should post a 24.4% climb 
in 1983 and a further 16% im- 
provement on top of that in 
1984. 
> The annualised price in- 
crease for tin achieved this year 
will not be sustained into 1984. 
(The improved prices this year came 
only with severe export controls that 
have closed almost 12% of the country’s 
mines.) | 
» Palm-oil exports will show а 5.9% im- 
provement in 1983 (to M$2.81 billion). In 
view of the strong resurgence of price 
levels since July, however, the treasury is 
predicting a 19.7% improvement in 1984, 
with receipts reaching M$3.36 billion. 

On the revenue side, the government is. 
expected to bring in M$19.15 billion during 
fiscal 1984, an increase of 5.6% on the pre- 
dicted revenue take this year of M$18.13 
billion. The proportion of the tax take re- 
ceived from direct and indirect taxes will 
not change significantly: the greatest 
proportional increase will come from ex- 
port duties, which should contribute 22% ` 
more revenue (up to M$2.2 billion) in 
1984 than in 1983 (M$1.8 billion). 

The most notable decline in the listings 
for predicted revenue take is the antici- 
pated drop of 12.1% in non-tax receipts, a 
continuing decline that began this year: 
since 1982 (when M$3.2 billion were 
brought in from non-tax sources) a 58% 
fall-off in revenue from this source has 
been estimated by the treasury. Non-tax 
revenue includes gains from government 
commercial undertakings ("interest" in 
Malaysian fiscal parlance), and returns on 
government investments, licence fees, 
fines and forfeitures, federal-territory 
land rental returns and development as- 
sistance grants from foreign governments 
and multilateral agencies. 

The biggest initiative in the revenue- 
collection side of government operations 
is a 5-50% increase in import duties on 66 
selected items, covering garments and 
foods. Apart from their primary function 
to restrain imports and protect local indus- 
tries, the duties will generate only a small 
amount of revenue. 

More substantially, ágain on the re- 
venue side; import duties on completely 
knocked down (CKD) and com- 
“pletely built-up motor vehicles 
have been increased on a scale that 
imposes on cars costing M$20,000- 
or less an extra duty of 10% and on 
luxury models an extra duty of 60%. 
On CKD motor vehicles, duty is in- 
creased: from 15% to 25%. Thein- 
creased duties are acknowledged by 
the government to be part of a 
groundwork of protection being 
laid in advance of production of the: 























first indigenously produced Mak 
"gián car, the tmodel of which is 
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ly but store their products in Singapore, 
ndustrial-building depreciation allow- 
се will be extended to include 
arehouses and bulk-storage depots used 
inly or exclusively for storing products 
eventual export. Import duty on video- 
e-recorders will be reduced to 30% ad 
orem (formerly 45%). All duties on 
ket calculators will be removed and tax 
esholds on the estates of deceased per- 
s will be raised. 
in ап effort to widen the investment 
ase of government securities, interest 
arned from government securities will be 
y tax exempt — but the benefits of 
measure seem limited to the institu- 
nal purchasers of gowernment paper, 
are required to buy a certain propor- 
n of these securities by law. Brokers 





ors will. be attracted even with the tax 


significant revenue-generating mea- 
sure is the imposition of new rates of 
rt duty on processed palm-kernel oil. 
ith the exception of some by-products of 
el-oil processing, duty on which re- 
nchanged, the new duty on palm 
els, at present 5%, will be abolished. 
government has also acted to convert 
% of an estimated 4,000 customs 
ries to an ad valorem basis rather 
flat rate. 
nport duties and surtax, however, 
unt to only 13% of total revenue. By 
intrast, direct taxes are expected to pro- 
de M$7.87 billion (41% of the total tax 
ke) and indirect taxes (of which the 
rgest are export duties on commodities 
d petroleum) will yield M$9.37 billion 
ng 1984 (which is nearly 49% of ex- 
{ей 1984 revenue). Of the direct taxes, 
come tax will bring in M$5.24 billion 
om individual and corporate tax-payers. 
Razaleigh’s over-riding concern.. re- 
ains the problem of righting Malaysia's 
ronic invisibles deficit, which has re- 
ained above M$1 billion since 1978 and 
projected to reach a new high of M$2.5 
Ilion in 1984. The finance minister said 
in his address that the invisibles problem 
sults from a number of factors. Freight 
d insurance payments abroad, outflows 
y foreign investors of profit and (more 
ecently) of interest continue to plague the 
untry's balance of payments, as do re- 
tances for educational and travel pur- 
OSES, 
he government's strategy, Razaleigh 
aid; would be to continue its. encourage- 
nent of competitive shipping and insur- 
се > services, to promote sales of 
'Malaysia's products on a cif basis and to 
lessen dependence on foreign consultancy 
ervices. A major effort to attract more 
ourists would be made. Razaleigh avoid- 
d, however, an exit tax оп. Malaysian 
itizens — tourists and others— after Sin- 
 gapore, already anxious а declining 
tourism, apparently lobbied 






ivately doubt whether individual in- | 





| Penang-based watchdog group joins a UN move té Crac 






down on disposal of hazardous products in the Third World 


By Ted Morello 
New York: A Malaysia-based interna- 
tional network to sound the alarm against 
hazardous products dumped in the Third 
World by industrialised countries has put 
its facilities behind a newly launched Unit- 
ed Nations campaign to halt the practice. 
Under a 1982 resolution whose co-spon- 
sors included Bangladesh, India, Pakistan 
and Vietnam, tlie UN General Assembly 
directed Secretary-General Javier Perez 
de Cuellar to prepare and keep updated a 
consolidated global list of products 
"whose consumption and/or sale have 
been banned, withdrawn, severely re- 
stricted or, in the case of pharmaceuticals, 
non-approved by governments." The list, 
which is supposed to be completed during 


the current assembly session, would per- | 


mit governments to prohibit or control the 
import and use of such products, ranging 
from pesticides and drugs to baby foods 
and cancer-causing infant sleepwear. 

Only the United States — acquiescing, 
critics charged, to industrial lobbies — 
voted against the resolution. Joined by 
other manufacturing countries, including 
Japan, the US also is stonewalling the 
UN's request for a list of banned products. 

Fearing that this failure to cooperate 
would delay or even cripple the UN pro- 
gramme, the International Organisation 
of Consumer Unions (IOCU) put its 
worldwide watchdog system at the UN's 
disposal. IOCU is the umbrella and coor- 
dinating office for more than 120 national 
consumer associations in 50 countries. It is 
affiliated with the UN through its consul- 
tative status in the Economic and Social 
Council, the UN's central body dealing 
with such non-political issues as health, 
dévelopment and agriculture. 

A series of studies released by IOCU in- 
cluded casés in which leaded petrol — 
rigidly controlled in West Germany and 
Britain — continued to pollute Kuala 
Lumpur, Bangkok and Manila despite the 
danger of brain damage and death from 
the lead content. In Australia, an asbestos 
company threatened with lawsuits by 
lung-cancer victims merely transferred the 
operation to Indonesia. A Dutch-based 
international pharmaceutical company ac- 
tively promotes its anabolic-steroid drugs 
in India, Bangladesh and the Philippines 
as treatment for malnourished children 
even though it can cause irreversible mas- 
culinisation in girls and can stunt growth. 

IOCU considers as the most flagrant 
case the administration of US President 
Ronald Reagan’s non-compliance with 
the UN resolution. But its officers report 
that Japan, Britain and West Germany 
also have failed to submit data. The three 

untries are regarded as the principal 
7 is sources after the US. 











Among producer countries that have sup- 
plied information to the UN for inclusion 
on its danger list are Canada, Norway and 
Sweden. 

The base of operations for IOCU's 
monitoring systém — called "Consumer 
Interpol" — is its Asia/Pacific regional of- 
fice in Penang, whose director, Anwar 
Fazal, is also ТОСО” president. Informa- 
tion funnels into Penang from IOCU's 
worldwide network, which reports on the 
hazardous products, their effects and any 
action taken against them by govern- 
ments. The reports are rigidly cross- 
checked and, when appropriate, Con- 
sumer Interpol sends out warnings to gov- 
ernments. Since its role is purely advisory, 
the Penang office relies heavily on media 
exposure to force corrective measures. 

Announcing IOCU's UN support cam- 
paign, Anwar said the core of the problem 
is the dumping by industrialised-nation 
manufacturers in countries "where the 
government is too weak, overworked or 
understaffed to provide regulations tó 
protect its citizens." 

Some Third World countries have acted 
in advance of any UN action. In June 
1982, Bangladesh's national legislature 
passed a comprehensive drug reform law 
banning the import and sale of some 1,700 
medicines. The legislation was bitterly op- 
posed by foreign drug companies operat- 
ing in Bangladesh and, Consumer Inter- 
pol charges, by the US State Department 
and the US ambassador in Dhaka. Yet 
more than 70% of the banned pharma- 
ceuticals have been described by the US 
Food and Drug Administration or its 
British counterpart as therapeutically 
worthless. | 


» James Clad writes from Kuala Lumpur: 
Anwar, president since 1978 of IOCU, 
shares an old building in Penang with an 
organisation he helped establish nine 
years ago, the Consumers Association of 
Penang (CAP), a Malaysian affiliate of 
IOCU. Évery month, CAP's staff of 50 
produce a newspaper, Utusan Konsumer, 
which has a circulation of 75,000. This 
year CAP has also issued vigorous state- 
ments criticising what it sees as improper 
pesticide use, insurance fraud, excessive 
hospital charges, additives in beverages 
and dubious share-swapping practices at 
the Kuala Lumpur Stock Exchange. Il- 
legal marketing mechanisms allegedly 
used by some commodity traders have be- 
come CAP's most recent target — it issued 
on October 5 a thick research memoran- 
dum outlining these alleged malpractices. 
CAP's dynamism is widely seen as hav- -. 
ing achieved some results. Malaysia's 
Ministe of T. dustry, resi 










crease 
by institutions suc 
consumer message. IOCU activities re- 
flect this reformist energy. Although 
Anwar stressed a division of responsibility 
between IOCU and. CAP (which is head- 
ed by Mohamad Idris), at the working 
level, the informal cooperation is readily 
apparent. Moreover, lobbying experi- 
ence gained in Malaysia undoubtedly has 
proved useful to IOCU's work in Asia and 
elsewhere... 

Anwar said IOCU works partly from 
The Hague where it began operations 22 
years ago. Increasingly, however, the in- 





itiative seems to come from Anwar and his | 


full-time staff of 20 (the IOCU office in 
- the Netherlands has a staff of only seven). 

IOCU's 120 member-organisations do- 
nate three-quarters of 1% of their budgets 
to support IOCU, a sum that only reaches 
a modest (for. an. international organisa- 
tion politicking at the UN) US$750,000 a 
year. Yet TOCU has a lean administra- 





pesticide abuse within the UN Food and 
Agriculture Organisation and in the 
World Health Organisation. 

At the Asian level, the IOCU president 
said he is trying to promote workable con- 
sumer remedies in countries where this 
sort of redress — let alone a strong public 
perception of the existence of hazardous 
products — is rare. New or strengthened 
laws in Thailand ánd Malaysia offer tangi- 
ble evidence that the balance in Asia is 
shifting somewhat towards consumer in- 
terests, but similar legislative measures 
still await approval in the Philippines, In- 





donesia and elsewhere. 
An Australian-funded Asean- Con- 











tion, Anwar said, absorbing only 25% of 
funds. The rest goes to sustain program- 
mes primarily aimed at developing coun- 
triés, many in Asia. i 


Describing the work of Consumer Inter- 
WF pol, Anwar said it operates a global re- 
gister of hazardous products and distri- 
butes information (“alerts”) about them 
to constituent groups. Products identified 
with these alerts included allegedly defec- 
tive British-made electronic mosquito-re- 
pellent devices: (which have now been 
banned in Indonesia) and chemical addi- 
tives in so-called health drinks. In Sep- 
tember, IOCU sent to leading journals 
and newspapers in Asia a consumer kit 
containing a Consumer Interpol hand- 
book and a report entitled Global Trade in 
Dangerous Products: Underhand but over 
the.Counter. 

Anwar told the REVIEW that IOCU en- 
joys excellent relations with the Malaysian 

Government, despite what must be disag- 
| ble activism Бу CAP — which. this 
заг demanded higher taxes оп: ; 








in ТОСО. 


sumer Protection Programme also has 
been under way since 1981, but Anwar 
acknowledged that this programme, 
which. aims at the creation of an Asean 
consumer agency, has run into opposition. 
“The agency is still years away,” he said. 

IOCU also encourages consumer ac- 
tivists to bring test cases before the courts 
in countries — such as Malaysia or India 
— where the legal system facilitates this 
kind of litigation. The High Court of 
India, Anwar said, recently acted to re- 
move from the local market certain drugs 
found dangerous elsewhere. 

IOCU’s transformation into a stronger 
pressure group will probably take more 
time than many enthusiasts in Penang 
would wish. Anwar said. "We now stand 
where the trade-union movement stood 50 
years ago," he added. Anwar has stated 
that he is not "anti-business or anti-corpo- 
rate, just anti-bad business," but many in 
business — and government — here and 
elsewhere in: Asia find the Penang vigour 

icult fo accept with equ- 
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y Paisal Sricharatchanya 

jkok: Private-sector industrial joint 
entures in Asean are expected to receive 
shot in the arm under a new agreement 
hich has come about after lengthy 
egotiations between the five member 
overnments. The agreement represents 
rhat some observers describe as a signifi- 
nt step which can lead to broader intra- 
mal economic cooperation. Among 
ther things, it will open up more Asean 
narkets through preferential tariff treat- 


ie latest development, which took the 
orm. of a supplementary agreement 
meuding the basic agreement on Asean 
rial joint ventures — known as 
w constitutes a compromise ham- 
red out at the 15th meeting of the Asean 
mic ministers held here on Octo- 
r 17-19. For an organisation in which 
nuine economic cooperation has lagged 
hind political cohesiveness, the break- 
gh is important. 
€ supplementary agreement, subject 
nfirmation by member governments 
vember 1, is expected to be ratified 
e Asean foreign ministers when they 
eet in Jakarta on November 6-7. Pend- 
another brief period to finalise the var- 
us implementation regulations, the ac- 
ord could go into force in early 1984, 
when it will clear the way for some 21 in- 
dustrial joint-venture projects which have 
been stalled on the drawing board for 
juite some time. 
itiated three years ago by the Asean 
mbers of Commerce and Industry 
1) — a private body which groups 
out 20 industry clubs in the region — the 
WV basic agreement was earlier sehe- 
duléd to be ratified by the Asean foreign 
ministers during their meeting here in 
June after it was initialed by a previous 
economic ministers’ meeting. But ratifica- 
on was blocked following Malaysian ob- 
ions to certain provisions. ^ . ” 
^ Under the original agreement, it was 
roposed that any product from an AIV 
ject involving investors from at least 
‘Asean countries owning. a combined 
% minimum equity would qualify for a 
Jo tariff cut within the project-par- 
ticipating. countries. After a three-year 
period, the same product would automati- 
qualify for similar preferential tariff 
treatment in all five countries — in other 
words, the tariff. reduction. would be 
applicable to exporters from the non-par- 
ticipating countries, too. 

Malaysia's Chamber of Commerce and 
Industry had objected to the three-year 
clause, viewing the period as insufficient 
to reward joint-venture proponents, arid 
maintaining that it would be unfair 

riginal participants to-extend 








um 


sean finally agrees on a scheme to boost private- 
ector joint-venture cooperation in the region 





tial treatment to other countries not in- 
volved іп the project from the start. Under 
the new formula worked ош Бу the 
economic ministers here, the clause relat- 
ing to mandatory participation by all five 
nations їй the tariff cut arrangement is re- 
moved. : os 

Countries not participating in an AIJV 
project have the option of claiming prefe- 
rential treatment after the expiry of a cer- 
tain period of time — probably around 
four years — during which non-participat- 
ing countries would waive their rights (toa 
uniform tariff cut within Asean) under the 
Preferential Tariff Arrangement (РТА). 
The initial “protection” period is designed 
to give the promoted project sufficient 
time to gain a firm foothold. Conversely, 
AHV participants cannot claim PTA 
treatment from non-participating coun- 
tries. Hence, the new scheme is not recip- 
rocal. 


For example: if Thai and Philippine in- - 


vestors set up an AIJV project here to pro- 
duce fluo carbon, the product would be 
entitled to a 50% tariff cut when exported 
to Manila. Under normal circumstances, 
that tariff cut would be automatically 
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"However, non-participating countries 
would waive their PTA rights in this case 
for.a period of probably four years, after 
which they have the option of claiming, or 
not claiming, the preferential treatment. 
Hence, if Indonesia sold a similar product 
to Thailand or the Philippines during the 
initial four-year period, there would be no 
tariff cut. At the same time, the Joint-ven- 
ture plant would not receive PTA treat- 
ment if it sold tó Indonesia. 

The removal of mandatory participa- 
tion in the preferential tariff scheme is 
seen as crucial. Since the blessing of the 
economic ministers is required before an 
АПУ project is launched, countries ob- 
jecting to certain projects may exercise a 
veto from the start, which could have 
stifled overall progress. 


he long delay in getting the agreement 

off the ground characterises the bureau- 
cratic approach of Asean governments to 
achieving optimum solutions. Prior to this 
breakthrough, prolonged talks were con- 
ducted in the face of an increasingly impa- 
tient private sector which felt that a com- 
monly denominated legal framework 


“should be adopted quickly to allow vari- 


ous projects to proceed right away before 
private-sector initiative lost momentum. 
“It has been more than a year since the 
agreement was first initialled," said а 
senior Thai industry source. "Various in- 


| dustry clubs have been making prepara- 


Passing the ports 
Thailand moves towards privatisation of the huge state sector 
be offering operation of several harbours to private enterprise 


Bangkok: Faced with chronic problems 
which have been strangling the operations 
of state-run corporations, the Thai Gov- 
ernment has embarked on a privatisation 
policy for 10 new ports, both coastal and 
inland. Two of them exist already — at 
Sattahip on the eastern seaboard and 
Surat Thani in southern Thailand — while 
others will be completed in the next five 
years. Investmerit in these facilities will be 
borne by the government, but the private 
sector is being invited to manage and ope- 
rate them on long-term leases. 

The policy was formally adopted by the 
Council of Economic Ministers on Sep- 
tember 15. The idea is for the ports "to 
stand on their own feet and be able to im- 
prove services.” The council felt that to 
achieve this, operation of these enter- 
prises must be transferred from govern- 
‘ment to private hands. “Unless efficiency 
is maintained, they will obstruct develop- 
ment in other sectors and create a burden 
nt," the council said. 
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Prime Minister Prem Tinsulanond de- 
clared the new policy at a regular meeting 
of government and private-sector leaders, 
inviting the latter to spread the word so 
that interested parties could start making 
plans. Prem also touched on the subject 
during a wide-ranging luncheon address to 
various foreign chambers of commerce on 
September 29. í 

The new ports include two small coastal 
ports at. Krabi and Pattani in southern 
Thailand due to be operational in 1984; 
two medium-sized deep-water ports at 
Songkhla and Phuket, also in southern 


| Thailand, scheduled for completion in 


1986; two large deep-water ports — the 
commercial port at Laem Chabang and 
the industrial port at Map Ta Pud — оп 
the eastern seaboard due to be operation- 
al in 1988 (REVIEW, Sept. 22); plus some 
small inland ports at Nakhon Sawan and 
Phichit in central Thailand. 
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tions [to launch AIJV projects 
could not proceed." | 

The private-sector concern over slow 
progress was voiced by Asean CCI presi- 
dent Anand Panyarachun during an ad- 
dress to the economic ministers here. 
Former Thai Foreign Ministry under-sec- 
retary of state and one-time ambassador 
to Washington, Anand is now vice-chair- 
man of Saha-Union Corp., the largest tex- 
tile and garment accessories group here. 
He is one of the region's strongest advo- 
cates of increased intra-regional economic 
cooperation. 

During his opening address on October 
17, Thai Prime Minister Prem Tin- 
sulanond also encouraged finalisation of 
the AIJV agreement which, he said, 
would definitely reinforce and broaden 
Asean cooperation. The Asean CCI now 
appears satisfied with the outcome. “We 
are happy that the agreement is now 
finalised — though it is subject to con- 
firmation by the respective governments, " 
Anand told the REVIEW. “We believe the 
new formula is workable and hope it will 
generate private-sector interest." 

Apart from the 21 new projects which 
are already identified, Thai officials said 
the agreement would open the door for a 
broad section of existing industrial pro- 
jects to qualify for ALJV status if they can 
manage to restructure their present in- 
vestment to include investors from at least 
two Asean countries holding a minimum 
51% shareholding. 

It is also hoped that the agreement will 
attract foreign investors eyeing a market 
larger than one country. Under normal 
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tional cargoes — is not on the list. Odd 
though this may seem, since complaints of 
inefficiency at Klong Toey contributed to 
the official stance on privatising the new 
ports, the exclusion may have been 
prompted by political opposition — both 
by the state-run Port Authority of Thai- 
land which operates it and its labour union 
— that privatisation would be bound to 
encounter. 

But Sattahip, another deep-sea port on 
the eastern coast which has been opera- 
tional since 1979 (though little utilised) is 
among those to be privatised. In an inter- 
view, Communications Minister Samak 
Sundaravej said additional cargo-handl- 
ing facilities will be installed at Sattahip — 
by whichever private groups win the man- 
agement/operation lease — so that the 
port could handle exports of bulk cargoes 
such as tapioca and maize. 

A railway network linking a major junc- 
tion east of Bangkok with Sattahip is near 
completion. The railway will help freight 
trains bypass Bangkok and transport such 
commodities directly to the port from the 
northeastern production сеппе of 
Nakhon Ratchasima. Owing to a lack of 
proper cargo-handling systems, tapioca 
exports — an important foreign-exchange 
earner sent to Western Europe — have to 
be conducted through Chonburi, south- 
east of Bangkok, while exports of other 
farm commodities are operated through 
private wharves in and around Bangkok. 
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Anand: voicing concern. 


circumstances, foreign partners are per- 
mitted up to a 49% shareholding, but 
exemption for higher-level foreign stakes 
is possible on condition that Asean par- 
ticipants in a given project agree to it and 
that 50% of the production is exported to 
non-Asean markets. 

Apart from the AIJV, the Asean 
economic ministers also agreed: 
» To protest against a recently an- 
nounced 12% general freight increase by 
the Far Eastern Freight Conference, ef- 
fective from January 1984. Concerned 
that the increase would have damaging ef- 
fects on Asean exports, the meeting felt 
that it was both unjustified and untimely 


The Communications Ministry is cur- 
rently working out details relating to fees, 
conditions and regulations in the ports 
that will be privatised. Under the minis- 
try's general guidelines, private investors 
will be awarded long-term leases, proba- 
bly around 20-30 years, through bidding. 
They will invest in equipment used in 
cargo handling while all other facilities, in- 
cluding overall supervision, will be pro- 
vided by the government. 

Although privatising the ports repre- 
sents the first definitive move, the overall 
question of privatisation is in fact nothing 
new in Thailand. Past governments have 
attempted — unsuccessfully — to scale 
down the size of the state-enterprise sec- 
tor which has grown since World War II 
into one of the nation's largest and most 
"vx sectors today (REVIEW, Apr. 

1). 


ith about Baht 380 billion (US$16.5 

billion) of combined assets and em- 
ploying some 250,000 people, or roughly a 
fifth the strength of the nearly 1.2 million- 
strong civil service (including the police 
and armed forces), this sector encompass- 
es all essential public utilities; a large por- 
tion of basic infrastructure such as ports, 
airports, industrial estates, and express- 
ways in Bangkok; a virtual monopoly on 
public road, rail and air transport plus fis- 
cal monopolies on tobacco and lotteries. It 
also has smaller stakes in banking and in- 
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modity problems. This includes rene 
national efforts, particularly to inci 
productivity, closer intra-producer coop 
ration, especially in the formation of pr 
ducer associations where feasible, ап Й 
multilateral efforts at producer-consumer _ 
cooperation in areas such as the Common. 
Fund and the effective implementation of - 
viable international commodity agree- 
ments. The recent launching of the Аз-_ 
sociation of Tin Producing Countries was 
commended. d 
» To urge the European Economic Com-- 
munity not to impose a planned new с 
sumption tax on Asean vegetable oils 
joint press statement said that, based 
current prices, the new tax would 
the cumulative duties on Asean vegetz 
oils in the EEC prohibitive. An 
closed joint plan of response was agreed 
upon should the EEC proceed with the tax 
proposal. E 
» To endorse the proposed Asean-Unit-- 
ed States memorandum of understand 
on the release of tin from the US 
eral Services Administration (GSA). 
memorandum calls for the US to limit the 
release from its strategic tin stockpiles to” 
6,000 tonnes over 1983-84. The document. 
will be presented at the foreign minis 
meeting in Jakarta for formal acceptar 
Thereafter, the Asean Washington 
mittee and the GSA would proceed to im- 
plement the terms. ry 
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surance, manufacturing, trading, market- — 
ing, agriculture and services. ^d 

However, inefficiency has become _ 
deeply ingrained over the years as the re- 
sult of a number of "structural" problems 
— ranging from rigid government regula- 
tions, unprofessional administrators and 
bureaucratic red tape to politically moti- 
vated and sometimes unrealistic govern- 
ment policies in freezing certain public- _ 
utility prices. i 

The question of reform seems to have 
taken on a higher profile, and become a 
subject of serious discussions in govern- 
ment economic planning and academic 
circles. The sharpened attention is hardly 
surprising, given that subsidies to пен. 
cient and money-losing enterprises — - 
such as the Bangkok Mass Transit Au- | 
thority (BMTA), which operates bus ser- 
vices in the metropolis — are becoming an 
increasingly serious drain on scarce public 
resources. 

The problem is made more pronounced 
in the wake of substantial government re- 
venue shortfalls that resulted from the - 
economic slowdown during 1981-82. Al- 5 
though the national coffers may improve — 
somewhat this year as a consequence of 
the current economic recovery, it is com- 
monly agreed that the past trends of sub- 
sidies will have to be reversed in the 
future. k: 

Judging from the fact that a large por- — — 
tion of the two World Bank-funded struc- 
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hat low prices for utilities such as 
T, telephones and the railway must be 
sted to reflect realistic costs h 
ernment apparently has no policy to 
vatise them, at least not in the foresee- 
le future. : 
Apart from the need to improve effi- 
псу and cut losses, there is a strong feel- 
ig in both government and private quar- 
rs that the state should continue to run 
ential utilities and some infrastructure, 
ong other things. Privatising major 
ilities — such as in electricity, which re- 
uires colossal investments beyond the 
fivate sector's reach — is not only im- 
practical, but also politically unfeasible in 
view of the social and security implica- 
ns. However, the new policy on port 
privatisation indicates the government 
ntually may consider farming out new 
ities — or parts of existing operations 
ich are running at a loss — to private 
hands. 
While a definite policy on this has yet to 
‚ formalised, the government has al- 
ady adopted a new corporate approach 
he equity structure of various planned 
vy-industrial schemes — notably the 
fertiliser, petrochemical and liquefied na- 
-gas export projects (REVIEW, Oct. 
e shareholdings of these proposed 
$ ate so structured that the govern- 
aintains a substantial stake (but 
yan 50%) to ensure control over po- 
atters while various private investor 
'Oups together hold a slim majority — in 
er to skirt around rigid state-enterprise 
ations and permit the sort of manage- 
ent flexibility that private business en- 







































































pite the absence of a specific govern- 
ment policy on the manufacturing sec- 
there has been a long-standing con- 
nsus that about a dozen or so agen- 
engaged in manufacturing should be 
vatised’ or completely disbanded. 
These agencies, set up in the 1950s and 
960s largely under Defence Ministry au- 
ices to produce such things as textiles, 
lass; batteries and preserved foods, have 
utgrown their original roles as catalysts 
spur private industry and to serve 
ategic military needs. Today, they have 
ompetitive edge against the much 
ger and more sophisticated private in- 
dustries which mushroomed during the 
ast two decades. | 
Yet only four enterprises have been 
losed down. or sold to'the private sector in 
recent years and then only after lengthy 
bour disputes in at least one case. The 
dustry Ministry now is planning to sell 
ff three more enterprises — including 
wo state-run sugar mills plus the Mines 
"Organisation (which is involved in on- 
shore mining), which have been losing 
money. Industry Minister Ob Vasuratna 
recently commented: “We cannot afford 
‘to lose our budget for those poor organisa- 
‘tions any longer. The government is not à 
charitable association.” 




















government goods). However, attempts 
so far have met with stiff resistance from 
labour unions in these organisations. 

The Bangkok Bus Co. is probably the 
most notorious case. Inefficiency, aggra- 
vated by the inability to adjust fares in line 
with rising energy and other operating 
costs, resulted in an accumulated Baht.3.5 
billion loss at the end of 1982 after seven 
years of operation. The agency is expected 
to incur a Balit 700 million loss this year. 

Samak's plans to farm out some of the 
less attractive Bangkok bus routes to pri- 
vate operators on a trial basis have so far 


been strongly opposed by the labour 
union. À separate attempt to compensate 
fully the approximately 2,000 workers at 
"Transport Co. (by selling the company to 
the private sector), Ог for the employees 
to buy out the company completely, is also 
rejected by its labour union. Transport 
Co. has only 380 buses, but leases the 
nationwide concessions to another 4,600 
privately owned buses at annual fees of 
roughly Baht 150 million. Despite this, the 
company posted losses in 1980-81 and only 
turned around to make a Baht 7 million 
profit last year. 

Aside from the crucial question of whe- 
ther the private sector will be prepared to 
take over financially ailing enterprises, it 
has become apparent that opposition from 
the estimated 70. state-enterprise labour 
unions will pose à 
when the 


| ciency, Samak co 


serious setback if and | not n 


at potentia 
problems with labour. unions also contri- 
buted to the new ports’ privatisation 
scheme. Unlike the civil servants, who are 
prohibited by law from striking, state-en- 
terprise employees are protected under 
the 1975 Labour Relations Act just like 
private-sector workers. An attempt in 
1977 by the then rightist regime of Tanin 
Kraivixien to remove the state-enterprise 
sector from the law’s jurisdiction — 
through a different legal interpretation — 
failed to materialise, again because of in- 
tense opposition. 

However, there has been one excep- 
tion. Apparently foreseeing potential 
problems, the central bank several years 
ago secured a royal decree — through a 
Juridical Council ruling — pro- 
nouncing that its employees. are 
exempted from the act and hence 
cannot form a union. The Gov- 
ernment Savings Bank, another 
state enterprise, now has definite 
plans to pursue the same route. 
The fact that some unions have 
opposed reform out of pure per- 
sonal interest and without suffi- 
cient rationale — as with BMTA 
or Transport Co. — has earn- 
ed them a negative image in 
the public’s eyes. A recent de- 
mand by the Metropolitan 
Waterworks Authority union for 
a special “diligence” bonus left a 
sour taste among many Bangkok 
‘residents who are not entirely 
happy with the far-from-perfect 
water service. ` 

Meanwhile, part of the grow- 
ing privatisation sentiment is fo- 
cused on the military-operated 
Bangchak Refinery, one of three 
oil refineries here. Since the De- 
fence Energy Department, at- 
tached to the Defence Ministry, 
unilaterally terminated a long- 
term lease with Summit Indus- 
trial Corp. and took over opera- 
tions in early 1981 (REVIEW, 
mew Маг. 6, 81), Bangchak has been 
operating at a loss. The loss is said to have 
risen to a current Baht 120 million a 
month. | 

For quite some time, a special commit- 
tee headed by the minister attached to the 
Prime Minister's Office, Sulee Mahasan- 
thana (who has a specific brief on petro- 
leum), has been trying to seek a solution — 
so far, however, without success. A top of- 
ficer at the National Economic and Social 
Development Board commented: “Some- 
thing must be done as we cannot let this 
situation continue forever. Bangchak 
should be leased to private operators 
again. or private investors should be 
brought in as partners so that it can be run 
more efficiently.” However, in a country 
where the military plays a significant role 
in politics, the solution for Bangchak may 

ae impl 





























INTER: CONTINENTAL SERVICE 

From the moment you arrive 

you feel well-attended and welcome. 
Because indeed you are. 

That's another Inter«Continental advantage. 


THE ADVANTAGE IS INTER: CONTINENTAL 
BD ENTER-CONTINENTA.L Н OT E's 





UNITED STATES & CANADA: Boston * Fort Lauderdale * Hilton Head * Houston * Maui + Montreal * New Orleans * New York * Princeton + San Antonio 
San Diego * San Francisco * Washington, D.C. + EUROPE: Amsterdam * Athens * Belgrade • Berlin + Bucharest + Budapest * Cannes * Cologne * Copenhagen 
Düsseldorf * Frankfurt + Geneva * Hamburg * Hannover * Helsinki • Lisbon * London + Luxembourg * Madrid * Munich + Paris * Prague * Vienna * Warsaw 
Zagreb * AFRICA: Abidjan * Kinshasa • Libreville * Livingstone * Lusaka * Mombasa * Nairobi • Nanyuki (Mount Kenya) * MIDDLE EAST: Abu Dhabi 
Al Ain * Amman * Bahrain * Cairo * Dubai * Jerusalem * Kabul * Karachi • Lahore + Makkah * Muscat • Peshawar * Rawalpindi + Riyadh * Taif + PACIFIC 
& ASIA: Bali * Bangkok * Bombay * Calatagan * Colombo * Davao * Dhaka * Hong Kong * Jakarta * Manila * New Delhi * Port Vila * Saipan * Singapore 
Sydney * Tokyo * LATIN AMERICA: Bogota * Cali * Caracas * Ciudad Guayana * Managua * Maracaibo * Medellin * Quito * Rio de Janeiro * Valencia 


INTER: CONTINENTAL? More than 80 superb hotels around the world 
























The Farmers’ Trading Company Limited 2 
has it in all the right places. 


The Farmers’ Trading Company Limited is the largest 
department store in New Zealand, with 80 branches and 1.5 
million accounts. 


With such a large customer base and such far-flung operations, 
The Farmers’ needed an information and cash control system 
that gave management all the necessary facts, yet was easy 
for salespeople to use. 


That's why you'll find NCR systems in every one of The 
Farmers’ stores. From point of sale terminals to inventory to 
credit and collections to the mainframe computer, NCR sys- 
tems keep The Farmers’ in close touch with all its operations 


NCR's advanced transaction processing makes it happen. 
Now, besides knowing exactly the status on every piece of 
merchandise and every account, The Farmers' also has 
better stockturn, fewer markdowns, and less inventory paper- 
work. Which all adds up to increased profits. 

At NCR, we dedicate our worldwide resources to the development 
‘and support of complete, cost-effective, "right now" information 
systems. Systems that meet the data processing needs of stores like 






NCR puts E 
computer power 
where you need it. 


TY-PRE 


TRAINING DIAGNOSTIC 
MODE MODE 











The Manila Hotel is one of the five Stopover Manila luxury hot PR 883/ 


Manila 
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You may choose any one of five luxury hotels for only US$10 a night up to three nights.We'll take 
care of your transfers, plus give you a free city tour and special value cards good for generous discounts 
on selected dining, shopping, entertainment and optional tours. 

To qualify for the US$10 Manila Stopover you must hold a Philippine Airlines full fare first 
or executive class ticket, and have a total flight duration of six hours or more. 

For economy ticket holders we can offer you a similar stopover for only US$25. 

So why not fly Philippine Airlines and discover why Asia's first international airline still is. 

For details and a Manila Stopover brochure contact us ог your travel agent: 
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The Oberoi Imperial 
Singapore Special 


Enjoy more for 407 less. 


Now, you can enjoy more for less at the Oberoi Imperial Hotel 
in Singapore. We're offering a 40% discount on our room rates.* 
The Oberoi Imperial is everything you'd expect of an 
international hotel. 600 luxuriously appointed rooms with mini- 
bar and colour TV. Three elegant speciality restaurants serving 
Chinese, Indian and French cuisines. A 24-hour Coffee Shop. 
‘Live’ lounge entertainment and a discotheque to dance the 
night away. Large poolside to soak up the sun. Health centre. 
A full facility Business Centre to take care of the affairs 
of the world. Plus a central location. 

Enjoy all of it for a lot less — 40% in fact — at the 
Oberoi Imperial. From now until 31 December 1983. 


1 Jalan Rumbia, Oxley Rise, Singapore 0923. Tel: 7371666. 


Telex: OBHOTEL RS21654. Cable: Imperhotel. 


Owning Company: Hind Hotels Int. Ltd 


Discover the world of Oberoi Hotels 
We look after you better! 
For reservations please contact your nearest Oberoi Hotel, 
Loews Representatives, UTELL, any airline or travel agency. 













* Published room rates: Single 55195 Double S$215 
Subject to a 10% service charge and a 3% government tax 
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Gearing up 


e THERE is a good chance that Hong- 
kong's moribund Commodity Exchange 
will soon get the go-ahead to begin trad- 
ing stock-index futures by the spring of 
1984. The Office of the Commissioner 
for Securities and Commodities Trading 
has been giving “urgent” attention to a 
formal proposal from the exchange and 
the matter has just been put before the 
Commodities Trading Commission for a 
decision. If approved, the final say rests 
with the Executive Council. 

The planis to use the Hang Seng Index 
on the practical basis that this is the most 
widely followed, both locally and inter- 
nationally. At a recent presentation to 
regulatory officials, the Commodity Ex- 
change produced statistical evidence in 
an effort to show that the Hang Seng 
cannot be as easily manipulated as some 
fear. The index consists of 33 stocks and 
accounts for more than 60% of the total 
stockmarket capitalisation. Two coun- 
ters, the Hongkong and Shanghai Bank- 
ing Corp. and Hongkong Land, com- 
prise about 20% and 10%, respectively. 

Among figures produced were that 
the index moves less than 4.3% in a day 
95% of the time and that if the Hong- 
kong Bank share price falls 10% the ef- 
fect on the index is less than a 2% fall. 
With officials understood to have been 
impressed by the presentation, the pros- 
pect of stock-index futures in Hongkong 
has advanced. To back the case up, there 
is the undeniable success of stock-index 
contracts in both the United States and 
Australia, while the recent announce- 
ment that the London International Fi- 
nancial Futures Exchange, or Liffe. is 
planning to introduce its own contract, 
will lend further support. 

The government will also be keen to 
give the go-ahead in order to inject some 
life into the trouble-hit Commodity Ex- 
change, which in the past 18 months has 
seen several member firms suspended 
and its former chairman, Peter Scales, 
forced to step down after the revocation 
of his licence às a dealer. With a new 
chairman and a former president of New 
York's Comex futures market — Lee 


Berendt, now turned public-relations | 


man — brought in as a director and part- 
time consultant, plus efforts being made 
to improve its self-monitoring role, the 
exchange clearly is trying to boost its 
image and professionalism at a time 
when a Commodities Trading Commis- 
sion decision on whether to renew its li- 
cence is still pending. 

What the exchange really needs is a 
popular contract to make up for the de- 
sultory interest in the existing gold, soya- 
bean and sugar contracts. Stock-index 
futures will offer the institutional in- 
vestor a way to hedge political risk in one 
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of the world's most volatile markets. 
They also seem bound to appeal to the 
punting instincts of the local people, by 
providing a way of taking highly lever- 
aged positions, particularly on the 
downside. (At the moment there is no 
way of shorting stocks legally in Hong- 
kong.) In stock-index futures trading, 
which is for cash settlement, the buyer 
can pay up only 7% of a contract's value 
compared with the 50% usually needed 
to buy a stock on margin. 

Futures prices will probably be quoted 
three, six, nine and 12 months ahead on 
the price of the Hang Seng Index multi- 
plied by the value of the contract. Trad- 
ing is on a points basis. So, if the value of 
a contract was, say, HK$50,000 and the 
Hang Seng was quoted three months for- 
ward at 1,000, and then subsequently 
rose by 50 points to 1,050, a speculator 
who went long of the index at 1,000 





Folch-Vernet: long lunch. 


would 

(HK$50,000 x 1.05 — 52,500) on the 

whole contract and a lot more in terms of 

the small amount of cash put "p If trad- 
0 


stand to make HK$2,500 


ing gets the go-ahead in Hongkong, the 
value of contract and size of margin 
afforded will depend on market condi- 
tions. 

Faced with the current boom in stock- 
index futures — there are now options 
on such futures in the US plus schemes to 
introduce futures contracts based on sec- 
toral indices — a cautionary note is 
perhaps in order. That is that their influ- 
ence on stockmarkets remains unknown 
— for example, their possible effect on 
capital formation. 

e IF stock-index futures seem accept- 
able to official thinking, the same appa- 
rently is not the case for Hongkong dol- 
lar interest-rate contracts. Although the 
government had already ruled out 
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Hongkong-dollar currency contracts be- 
cause of their alleged volatile impact on 


the exchange rate — with its new, high — 3 
political profile — Shroff had the vain | 


hope that under Hongkong's nas 
pegged-currency regime the authoritic 
might have welcomed interest-rate con- 
tracts. With political risk now to be re- 
flected in high local money-market rates 
rather than currency depreciation, the 
potential attraction of such a contract is 
obvious. Likewise, a currency contract 
would now command less interest. _ 

But any such initiative is totally ruled 
out for the time being as highly prema- 
ture, given that the effects of the new 
currency system are still being moni- 
tored. So those investors wishing to 
hedge against Hongkong exposure and 






the potential bearish implications of a _ 
deflationary squeeze, which is the likely 


consequence of any fresh bout of politi- 


cal jitters, will have to hope stock-index | 
futures are on offer, the alternative of 
hedging the currency on the forward | 


market being no longer attractive. But — 


why it is acceptable to trade stock-index 
but not interest-rate futures is beyond 
Shroff's comprehension. 

e SHROFF was intrigued to read a 
couple of months ago a front-page news- 


paper interview with the former general - 


manager of the Hongkong branch of 


Lloyds Bank International (LBI), Victor | 


Folch-Vernet. Folch-Vernet has been 


named in writs by LBI which allege — 


multi-million dollar fraud. (REVIEW, 
Apr. 28), primarily in a link-up with the 
Lo family of the now-defunct Lo's Mee 
Kwong garment group. Speaking from 


the sanctuary of Buenos Aires, he gener- | 


ally pleaded poverty and protested his 
innocence at great length. 


He has also defended himself in a let- — 


ter to the REVIEW declaring his readi- ` 


ness to "answer any questions" — an 
offer which might be more credible were 
it not that he remains outside any juris- 
diction from which he can be extradited. 


In the interests of fair play, Shroff there- - 


fore feels obliged to reveal the somewhat 
sudden manner of Folch-Vernet's depar- 
ture from LBI employment. Working in 


London following his three-year stint in | 


Hongkong (1978-81), Folch- Vernet was 
one day called in for a top-level meeting 
of LBI directors after an audit of the 
Hongkong office uncovered certain mat- 


ters requiring explanation. After à _ 


morning of sparring, or as one partici- 


pant put it, *non-answers," the bankers - 


adjourned for lunch only to find that the 
subject of their scrutiny had disappeared 
. .. on their return. Obviously not a be- 
liever in long sedentary City of London 
lunches, Folch-Vernet had opted instead 
for the airport. 


for indexed opportunities. 1 
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` Jakarta Stock Exchange: trading should i improve. 


Emergency stock-taking 


Indonesia’s Centex schedules another 


uity offering ina 


bid to lighten its profit-draining debt bur 


By Manggi Habir 
Jakarta: PT Century Textile Industry, or 
i joint-venture tex- 
tile mill — has gone ahead with a second 
equity offering to the Indonesian public 
despite apparently heavy odds against its 
success. The timing of the issue was a sur- 
prise, given that Centex reported net 
losses in the year to March 31. The Jakarta 
Stock Exchange (having to compete with 
bank deposits carrying attractive 14.5- 
15.5% interest. rates) is currently dor- 
mant, though share trading should im- 
prove with the recent lifting of restrictions 
reventing market prices from dropping 
cum the nominal (par) value of listed 
shares. 

Centex had little choice over the timing 
of its issue, however. Each month, be- 
cause of the company's heavy debt load, it 
is having to pay around Rps 275 million 
(US$280,600) in debt-servicing costs, 
which is cutting into already thinning 
operating profits. To stop the haemor- 
rhage, Centex urgently needed to rear- 
range its structure, replacing debt with ad- 
ditional equity. But being a 15% publicly 
owned company, it had to at least main- 
tain this shareholding proportion to keep 
its existing tax facilities. So, in addition to 
having Centex's major shareholders 
(Toray Industries and Kanematsu-Gosho 
of Japan and Hadi Budiman, a local 
businessman) boost their capital partici- 
pation by Rps 3.2 billion, Centex decided 
to offer a further Rps 2.9 billion-worth of 
shares to the Indonesian public, raising 
the public shareholding to around 35%. 

The decision to increase Centex's capi- 
tal base was made last year. At that time 
the company, because of reduced earnings 
resulting from a depressed domestic mar- 








ket, limited its dividend payments to pub- 
lic shareholders (REVIEW, Oct. 8, '82). 
The capital move was intended to pre- 
empt a sell-off by local shareholders, 
given their inclination towards high di- 
vidends. 





ENERGY 


Fuel for 
debate 


Asean's call for more use 
of the region's oil does not 
sit well with Singapore 


By Lincoln Kaye 

Singapore: Asean oil ministers are mull- 
ing over ways of insulating the region's oil- 
producing countries from depressed world 
oil prices resulting from the supply glut 
and the looming threat of China's poten- 
tially vast offshore-oil resources. At the 
ninth Asean Council on Petroleum 
(Ascope) meeting in Singapore on Oc- 
tober 21, the ministers discussed coopera- 
tive marketing outside the region and in- 
creasing reliance on Asean oil by the five 
member countries, soon to be joined by 
oil-rich Brunei. 

As the only non-oil-producer in the 
group, Singapore seemed to be the parti- 
cular target of the call for the use of more 
Asean oil. Yet authorities here hardly 
seem in a gas-guzzling mood. Just a week 
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to alter the тайы of shares anna 
public to preferred non-cumulative stock 
carrying a 14.5% minimum dividend yield 
based on the shares’ nominal value. These 
preference shares (unusually) carry voting 
rights and hence the need for the public to 
be offered new shares now so that their 
voting rights are not diluted. They also 
agreed to boost the company’s capital 
base by around 2.5 times, from Rps 3.8 
billion to Rps 10 billion. 

The current public offering, of 584,000 
shares priced at Rps 5,000 each, also is of 
preferred capital. About Rps 350 million, 
or 12% of the issue, is being underwritten 
by Danareksa, the state investment fund, 
while the rest is divided between two non- 
bank-financial institutions, PT Indonesian 
Investments International (Indovest) — 
which is owned jointly by state-owned 
Bank Dagang Negara, First Chicago In- 
ternational of the United States, Nikko 
Securities and Mitsubishi Bank of Japan 
and National Bank of Australia — and PT 
Inter-Pacific Financial Corp., owned by 
the state-owned Bank Rakyat Indonesia, 
Sanwa Bank of Japan and Credit Com- 
merciale de France. Indovest successfully 
underwrote Centex’s first share issue in 
1979, 

The additional capital injection, total- 
ling Rps 6.2 billion, is expected to reduce 
by nearly half Centex's total Rps 17.7 bil- 
lion bank debt. With this restructuring, 
the current debt-to-equity ratio of 4.6:1 is 
expected to drop to a much more conser- 
vative 1:1. But more important is its effect 
on the Rps 3.1 billion-a-year debt-servic- 
ing burden, which is expected to be cut by 
half. “We expect to save around Rps 1.5 


Abdullah: upturn ahead. г. 


before the Ascope meeting, road taxes 
were raised by a further 30% in a continu- 
ing bid to ease traffic congestion. Energy 
profligacy is quite out of tune with the 
high-value-added message of the govern- 
ments myriad industrial-productivity 
campaigns. Nor would it be easy for Sin- 
gaporean refiners and offshore-oil service 
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rupiah in 1978 which boosted the com- 
pany's bank debt —- largely consisting of 
foreign-currency offshore loans — Бу 
about 50% in rupiah térms. In addition to 
the larger rupiah payments necessary to 
cover interest and principal repayments, 
Centex also was paying substantial di- 
vidends — providing yields of around 20- 
3096 — in 1979-81. Faced with a liquidity 
problem, the company; while reducing its 
long-term debt; had to boost short-term 
obligations. To make things worse, the 
local textile market started to weaken, in- 
creasing competition within the industry. 
Centex was burdened with rising raw-ma- 
terial and energy costs and could only shift 
a small portion of these on to the con- 
sumer. As a result, its operating margins 
suffered drastically, falling from 25.4% in 
1979 to 14.4% last year. 


D uring the financial year ended in March, 
sales dropped for the first time to 
Rps 15 billion, the operating margin hit its 
all-time low at 14.495 and Centex ended 
up with a loss of Rps 902 million. The com- 
position of sales also has changed. Ex- 
ports, which accounted for 1.395 of 1979 
sales, rose to 28% last year. Centex now 
claims exports account for 60% of sales. 
This year, in contrast to 1978, the com- 
pany was prepared for the (27.6%) de- 
valuation in March. It lined up around 
US$12 million-worth of forward contracts 
covering some US$14.8 million-worth of 
foreign-currency debt, providing roughly 
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firms — in the name of Asean solidarity —- 
to forgo the chance to take advantage of 
their cultural affinities and Hongkong's 
current travails to cash in on a potential 
China offshore-oil bonanza. 

Such forbearance is made all the more 
unlikely by Indonesia's announcement 
that no more of its oil will be refined in 
Singapore from 1984 as its own refineries 
are coming on stream. This knocks out 
25% of Singapore's refining business. 
Neighbouring Malaysia is also building up 
refining capacity, though the effects are 
not expected to be felt in Singapore next 
year. 


These impending shortfalls in refining | 


business have prompted some industry of- 
ficials to pondera shift away from their 
traditional short-run "term processing" 
contracts to longer-term leasing of their 
plants. Likely lessees in such deals would 
be the national oil companies in Asean 
and China, on a temporary basis while de- 
veloping their own refining capacities. 

However, one Ascope delegate, Abdul- 
lah Salleh, chairman of the Malaysian na- 
tional oil company Petronas, foresaw an 
upturn in the industry's fortunes with the 
end of the current recession. The “new 
supply-and-demand situation" would be 
greeted with a surge in oil exploration in 
the region, he predicted. 


l————— —— nent 








tps | In 1978, Cent 
огеш loss had been Rps [to | 
billion. ; nally lifter a 
Meanwhile, there is increasing op- | Some have desc 
timism that secondary stockmarket trad- | ket authorities” sup 
ing will pick up with the recent lifting of re- | ond equity issue ds a ^ 
strictions on share-price declines. Good- | intended primarily t 
year's share price, for example, dropped | lic shareholders byim 
to its nominal price of Rps 1,000 a share | condition of the с 
and remained there for several months. | go that far, contending 
But soon after the ruling came into effect, | tually а pre le 
the Goodyear price dropped to Rps 830a | mary proble 
share. 5o far, no other stock has dropped | lem. whieh will. 
below its nominal price, but most have | issue. What i 
fallen close to their initial offering prices. | Indonesian 
The liberalisation move was welcomed by 
those involved in the market. But none | 
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FINANCE 


An illiquid sea of trouble 


Thailand's crisis-wracked financial system sets up 
funding pools to underwrite shaky institutions 


By Paisal Sricharatchanya 
Bangkok: At the request of the Bank of 
Thailand (the central bank) and the Fi- 
nance Ministry, a consortium of all 16 
Thai banks and 30 top finance companies 
under the umbrella of the Members of the 
Securities Exchange Association 15 
launching a massive operation to assist 
liquidity-strapped finance firms and shore 
up public confidence in the face of one of 
the worst crises to hit the Thai financial 
system in recent years. 

The operation, designed to help a 
number of shaky companies back onto 
their feet, is highlighted by the hurried 
creation of two separate funding pools — 
totalling Baht 8 billion (US$347.8 million) 
— to pump needed liquidity into the sys- 
tem. The central bank also is setting aside 
another substantial reserve for a repur- 
chase market to discount government 
bonds. 

The crisis came after the trouble- 
p Equity Development Finance 
and Securities Co. and two smaller firms 
— Thai-Land and House Finance and Sec- 
urities (formerly Charoen Krung Finance 
and Securities) and Thai-Land and House 
Credit Foncier — ceased operations and 
had their licences revoked by the mone- 
tary authorities (Briefing, REVIEW, Oct. 
27). All three firms belonged to what until 
recently was known as the Rama Tower 
group under Thai entrepreneur Suthi 
Noppakun. The three shared the same 
team of executives. 

Bangkok Bank and three large finance 
companies affiliated with it had earlier 
agreed to take over and bail out Equity 
Development (REVIEW, Oct. 20). How- 
ever, the plan was abandoned after au- 
ditors discovered that the company's 
liabilities were considerably higher than 
originally believed. Equity Development 
alone had total debts of Baht 1.58 billion, 
including Baht 700 million in promissory 
notes held by small depositors plus Baht 
$40 million and Baht 340 million in call 
loans from 47 other finance companies 
and commercial banks, respectively. If the 
two other closed firms are included, the 
combined debt outstanding runs to about 
Baht 2.1 billion. 

It is now clear that the implications of 
the three firms' liquidation — and the po- 
tential damage to the local financial sys- 
tem — are far more serious than earlier 
expected. 

Starting from October 17 — one day be- 
fore the central bank formally announced 
that the three firms had ceased operations 
— crowds of anxious depositors rushed to 
various finance companies in Bangkok's 
Chinatown to cash in their notes. News of 
Equity Development's troubles, aggra- 
vated by local press reports that many 








other companies were suffering from simi- 
lar liquidity problems, apparently 
heightened panic in an already jittery pub- 
lic. The limited-scale Chinatown run con- 
tinued for several days before the situa- 


‚поп appeared to calm down towards the 


end of the week as it became clear that 
banks and larger finance firms were 
genuinely trying to prevent the damage 
from spreading. 

Since the 47 finance-company creditors 
of Equity Development are mostly small 
firms, the snowballing effects of its col- 
lapse on their liquidity is all the more pro- 
nounced. This is particularly true with a 
group of finance, credit-foncier (second- 
line finance firms engaged largely in pro- 
perty finance) and insurance firms — 
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Sommai: emergency meetings 





known as the Yaowaraj Finance group — 
headed by Supote Dejsakunthorn, which 
had a combined Baht 60 million credit to 
Equity Development. 

The unsettled receivables, aggravated 
by the questionable practice of offering 
excessively high interest to attract depo- 
sits and service loans (similar to what 
Equity Development was doing before its 
closure), forced Yaowaraj Finance Co. to 
suspend honouring promissory notes for 
about one week. Supote and Suthi are 
close personal and business associates. 


Ithough Yaowaraj Finance was the only 

evident victim of the aftermath, there 
is little doubt that many other small fi- 
nance and credit-foncier outfits are facing 
varying degrees of liquidity shortage. 

In the wake of the three firms’ closure, 
the Thai Finance and Securities Associa- 
tion, which groups the majority of the 
country’s 112 finance and securities com- 
panies, issued a three-point directive call- 
ing on its members to refrain from hon- 
ouring promissory notes before their ex- 








piry dates, to avoid demanding repayment 
on interfinance-company call loans unless 
absolutely necessary and to utilise existing 
liquidity with extreme caution. The direc- 
tive added that if necessary, they should 
sell bonds to the central bank-operated 
repurchase market. The entire finance- 
company sector now has about Baht 5.5 


| billion-worth of government bonds held as 


statutory reserves. 

With the various coordinated rescue ef- 
forts now under way, it appears that the 
situation will be gradually brought under 


| control — though this will not undo the 


damage already done. But it will take 
some time before shaken public confi- 
dence is restored. 

Some executives described the debacle 
as being more serious than events sur- 
rounding the collapse of Raja Finance in 
mid-1979 — the company then only had 
Baht 300 million in promissory notes held 
by small depositors. However, there is a 
major difference in the nature of the two 
cases. Although the financial system then 
and now suffered from a liquidity crisis, 
Raja Finance went under at à time when 
the Thai stockmarket was crashing and, in 
the process, brought down a large number 
of finance and securities companies which 
— instead of performing their normal 
functions as stockbrokers — had joined in 
speculation and were heavily laden with 
their own portfolios. 

The present troubles have nothing to do 
with the stockmarket. Apart from appa- 
rent mismanagement in many cases, the 
current crisis underscores a broader nega- 
tive trend sweeping through the whole fi- 
nancial sector as the result of sharply fluc- 
tuating interest rates in recent years. In 
the late 1970s, interest rates were gener- 
ally stable — and low. This is no longer the 
case. 

The 32 credit-foncier firms have been 
worst hit in the process of adjustment. 
With a legal requirement that their bor- 
rowings from the public carry a minimum 
three-year maturity, they in effect were 
borrowing at medium term but extending 
long-term housing loans of 10 years or 
more. Prior to 1979, most housing loans 
provided by financial institutions (includ- 
ing banks and some finance companies) 
carried fixed interest at only 12-13% a 
year. Fluctuating overseas interest rates, 
which led to intermittent liquidity 
squeezes here, subsequently led to the in- 
clusion of a new requirement that interest 
be adjustable. 

Since the operations of banks and large 
finance companies are so diversified — 
and their management far more profes- 
sional and flexible — they have been rela- 
tively unaffected. "Any credit-foncier 
firm which can still manage [to turn] a pro- 
fit now deserves full credit," commented a 
senior economist at Bangkok Bank. 

Under the rescue operation, the Thai 
Financial Syndicate — a medium-sized fi- 
nance company in which 14 banks are 
shareholders — was made the central in- 
stitution to minimise the impact of the clo- 
sures. The company will issue new promis- 
sory notes to replace invalid ones from the 
defunct firms but small depositors and in- 
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Че give you Asia, 
minus the mystery, 
minus the 





myth: | 





-5 A Asia 1983 Yearbook 





Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia’s future but af- 
fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any. 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In its 24th Edition 

The Asia 1983 Yearbook, сарана, its 24th anniver- 

sary, is bigger and more comprehensive than ever be- 

fore. Matching the rapid pace of Asian development, we 

have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
- Asia can afford to ignore. 


Features 
The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
tion, Shipping, Trade & Aid, West Asia, Islam, South 
Pacific and Asian Organisations. 
The main body of the book contains chapters on 32 
countries. Each is divided into 3 sections: political and 
social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure. The Yearbook gives you localised, 


first-hand information on everything from Market Poten- . 
> tial and Population Trends to Foreign Aid involvements 


Social and Cultural Landmarks. Each section h 


major Asian capital. From Islamabad to Tokyo , 
























also been supplied with a set of vital statistics cor: 
against a master questionnaire provided by Yec a 
experts. | 


How We Did It T 
Published by the Far Eastern Economic Review, 
Yearbook is the result of thousands ої man-hours 
every year: Every week, every year, the НЕМЕ' 
respondents provide on-the-spot reports frorn 


to Canberra. And virtually every area of 
throughout Asia. This leading team of writers, «an 
experts and research staff contribute (as they Fav 
ularly for 24 years) to keep the Asia Yearbook |e 
To give you Asia, minus the mystery. Minus the my 
give you Asia as only the Far Eastern Econom i 6 R 
can. " 


Soft Cover: HK$110/US$16. o5/t9. 95/9/M$38,5( y^ 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45 ,50. 
For airmail delivery, please add: - HK$39/US$6/£3.t i0/S/M 
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tutional creditors will be 


> 


ани 


teres t-free —over a 10-year period at 10% 


_ of the principal each year. Thai Financial 
~ Synd icate's present Baht 300 million regis- 


terec! capital will be doubled, with various 
bank s contributing to the equity increase 
in proportion to their size. Also, it will re- 
ceive another large loan from the central 
bank on concessionary terms. The amount 
hits n ot yet been determined. 

More importantly, the Thai Bankers 
Association and top finance companies 
undei* the Members of the Securities Ex- 
chang:e Association separately have set 
aside emergency liquidity funds, totalling 
Baht :5 billion and Baht 3 billion respec- 
tively, to inject cash into needy firms 
which can come up with proper collateral. 
The lic juidity pools were hurriedly estab- 
lished following a series of meetings be- 
tween central bank governor Nukul 
Prachu abmoh, Finance Minister Sommai 
Hoontr akul and top private executives. 


- Some half-dozen small firms so far have 


sought and been given — assistance 
from thi 2 two funds. 





he fi nal decision by the monetary au- 

thori ties to let the three ailing com- 
panies р о under has generally been wel- 
comed b y private executives. There has 
been a st: ‘ong feeling in private-sector quar- 
ters that poorly managed companies should 
be permit ted to collapse as a way of weed- 
ing out we зак and inefficient firms from the 
‘system. Fteflecting a slow-moving Thai 
bureaucra cy, more than 100 companies 


- mushroom ied in the early 1970s but it was 


not until 1979 when the Finance, Sec- 
urities and Credit Foncier Business Act 
was enforced to regulate their operations. 

An offici al attempt in recent years to 
scale down the size of this sector through 


| mergers met with little success. Finance 


companies a re legally permitted to pay in- 
terest on deposits and charge interest on 
lending at 2-:3% above the legal limits per- 
mitted banks . The central bank, officially 
in charge of s upervising and regulating fi- 
nancial institutions, is now bound to 
tighten control over their operations as а 
result of the la test debacle. Legal action is 
possible if authorities uncover fraud in the 
defunct firms. 

The episode also brought to light the 
need for a depo sit-guarantee institute — a 

lan which has leen on the drawing board 
fo от several уеаг‹;. Apart from a lack of de- 
cisiveness on the: part of the monetary au- 
thorities, it is understood well-managed 
companies have opposed it for fear that 
such an institute, which would require 
participation by a:ll, might indirectly serve 
as a cushion for their less responsible 
counterparts. 

Sommai was also known to be luke- 
warm about the scheme on the grounds 
that efforts should be concentrated on sol- 
ving the problem iat its root rather than 
having an institute which would be helpful 
only after a crisis biroke. However, there 
appears to be renewed official interest 
now. If the authoritic's are serious, the ear- 
liest they could propose such legislation 
would be when parliament convenes its 
regular session next May. 
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The centre holds 


kong’s dollar stabilises following an effective 


peg to 


tho S dollar, though the system has yet to face a political test 


By Philip Bowring 

Hongkong: The linking of the Hongkong 
dollar note issue to the US dollar has 
proved an initial success in stabilising the 
currency. However, the arbitrage system 
which is supposed to be the key to keeping 
the telegraphic transfer (TT) rate close to 
the note rate has yet to be tested by ad- 
verse circumstances. When trading began 
on October 17 after the announcement of 
the new linkage, the TT rate stood at a dis- 
count of approximately 2% to the note 
rate. It narrowed gradually over the next 
few days, briefly standing at a small pre- 
mium before settling virtually in line. 
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The process was helped by very high in- 
terest rates in the first few days, with the 
overnight rate going up to 40% and the 
three-month inter-bank rate to 23% 
These rates seemed partly deliberate po- 
licy by the government's Exchange Fund 
and the two note-issuing banks, and partly 
caused by demand for Hongkong dollars 
as short positions were unwound. As ini- 
tial scepticism waned, the cost of holding 
uncovered positions in the event that the 
TT rate would not weaken again became 
clear. 

Although there was no rush to repat- 


A gathering storm 


Kuala Lumpur is embroiled in mounting debate following the 
revelation of Bank Bumiputra’s loans debacle in Hongkong 


By K. Das 

Kuala Lumpur: The Malaysian Govern- 
ment, embroiled in a constitutional crisis, 
also is trying to come to grips with the 
growing storm of public indignation that 
has followed revelation of Bank 
Bumiputra Malaysia’s massive exposure 
— via its Hongkong subsidiary — to the 
collapsed Carrian empire. 

The row began to brew over the scandal 
involving the subsidiary, Bumiputra 
Malaysia Finance (BMF), on October 4, 
when local newspapers headlined the 
news that some HK$2 billion (US$256.4 
million) lent to the Carrian group was 
unaccounted for. BMF was earlier re- 
ported to be the biggest creditor of 
Carrian. Hongkong reports now say that 
according to BMF's legal advisers, BMF 





loans to Carrian totalled HK$4.6 billion 
— very much more than was originally 
thought. 

Prime Minister Datuk Seri Mahathir 
Mohamad, who had pointedly refused to 
comment publicly on the subject from the 
time news of the scandal first broke last 
year, declared in an October 11 statement 
that the scandal was a “betrayal of trust, 
and a heinous crime.” He also identified 
five men as responsible — including 
former Bank Bumiputra chairman Tan Sri 
Kamarul Ariffin, who resigned in March 
1982 — and indicated that the remaining 
four would be asked to leave. 

But the prime minister’s statement, far 
from cooling the political atmosphere, 
electrified it. His statement that the col- 





Abdul Aziz; Lim: criticism from many quarters. 


NOVEMBER 3, 1983 ө FAR EASTERN ECONOMIC REVIEW 





м E растут, that Саку tost of 


borrowing Hongkong dollars against US 
currency deposits to finance local opera- 
tions induced some selling of US currency. 
Sentiment also was helped by an improve- 
ment in the political climate evidenced by 
the latest round of Sino-British talks in Pe- 
king (page 20). 

Together with faith that the new rate 
would hold for the time being, this greatly 
reduced immediate outward-flow pres- 
sure. Furthermore, there was reported to 
be a noticeable slowing down in the shift 
of savings deposits into US currency. This 
may be especially important in the longer 
term because savings accounts make up 
45% of Hongkong dollar deposits (other 
than inter-bank). Although individually 
small, they are potentially much more 
mobile than either demand deposits, 
needed as working balances, or time de- 
posits, which are often held by banks as 
security. 


political. enabled ан rates to y decline 
from very high levels, the three-month 
inter-bank rate falling to 15%, a level 
compatible with prime rate which has re- 
mained unchanged at 16% since late Sep- 
tember. However, sceptics wondered how 
the market would respond once factors 
favouring the Hongkong dollar in the 
short term run their course or there was a 
renewed political setback. Trading re- 
mained thin and spreads in the forward 
market were very wide, ruling out arbit- 
rage to take advantage of high Hongkong 
dollar interest rates. 

Some operators were also still grumbl- 
ing that when the new system first started, 
note-issuing banks had on occasion de- 
clined to meet their obligations and pro- 
vide notes against demand deposits. This 
action had made it very difficult for the 
public to participate in arbitrage and 
meant that the banks were the only be- 
neficiaries of the gap between the note- 


















but this may have been due to seasonal 
and technical factors more than to ar bi < 
rage. 79 
Meanwhile, some of the banks would | 
prefer not to have to get involved in the ar 
bitrage system at all. They would prefer to - 
buy notes with their Hongkong dollar 
clearing-deposit account with the note is- 
suers rather than have to deposit forei, 
currency. Although this would make 
simpler, it also would deprive thém p e 
opportunities of arbitrage between | H 
and TT rates, and mean that the holes 
bitrage exercise would devolve On the tw - 
note-issuing banks — a position which - 
S would doubtless use to their advan- 


Fhe Bank of China was reputed to eal 
among those pressing for this change — — 
though the series of contradictory state- - 
ments emanating from that quarter sug- 
gested a low level of comprehension. f 
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lapse of Carrian and two other Hongkong- 
based borrowers, the Eda and Kevin Hsu 
groups, was caused by the collapse of the 
Hongkong property market, which had 
propped up the colony's economy — and 
by the British handling of its relationship 
with China over Hongkong's political fu- 
ture — did not help. 

On October 23 it was reported that 
Malaysia had protested to the British 
Government over Hongkong's handling 
of confidential documents belonging to 
Bank Bumiputra during the investigation 
into the murder of BMF official Jalil Ib- 
rahim. Hongkong police, it was alleged, 
had used the documents improperly to in- 
vestigate the bank's affairs. A top Foreign 
Office source here confirmed that a for- 
mal protest had been made, but would not 
elaborate. However he said: *We are tak- 
ing action." 

Newspapers here tried to get answers to 
questions concerning the affair but none 
were forthcoming. Instead, the country 
was treated to the extraordinary spectacle 
of Kamarul accusing the prime minister of 
lacking courtesy for not asking him 
about the matter or investigating it 
thoroughly. 


Kamarul: accusing the prime minister. 
(FAR EASTERN ECONOMIC REVIEW e NOVEMBER 3, 1983 






In parliament, opposition leader Lim 
Kit Siang renewed his eight-month-long 
attack on the government over the affair, 
and called for а royal commission to inves- 
tigate it. In reply, Finance Minister Tunku 
Razaleigh Hamzah said such a commis- 
sion was unnecessary and declared that a 
probe by Bank Negara, Malaysia's central 
bank, was sufficient. Normally, Lim's 


challenges and demands in parliament are 


booed and shouted down. But the Bank 
Bumiputra scandal changed that. Lim was 
heard in embarrassed silence. 


hose who criticised Kamarul included 

Bank Negara governor Tan Sri Abdul 
Aziz Taha, but the chorus of angry voices 
demanding public inquiries came mostly 
from Mahathirs own party members, 
many with powerful constituencies. Be- 
fore the dam broke, a columnist in the 
daily tabloid The Star with the pen-name 
Peninjau, or spy, in the sense of observer, 
explained how the Bank Bumiputra an- 
nual report published in June showed that 
the parent bank had loaned money to 
BMF. For the benefit of the layman he 
spelled it out: 





» Most of the loans given to BMF came | 
from Bank Bumiputra. „4 
ь A substantial portion of the BMF total 
loan went to Carrian’s property and її 
vestment group. 

» Although most of the loans were made _ E 
in the years up to 1981, substantial sums | 
were probably still extended to Carrian i in 
1982. 

To the man in the street, particularly — | 
the Malay, the message was very clear: ће _ 
money was still flowing after Kamarul had _ 
resigned, and while it had begun during 
the premiership of Datuk (now Tun) Hus- _ 
sein Onn, who retired in July 1981, 3 
bank of the bumiputras, or indigenous 
Malays, was still lending money to _ 
Chinese interests abroad. Politically, this - 
was dangerous stuff. - 

The REVIEW understands that the bank 
froze all large loans on or around October | 
10, just before Mahathir made his s 
statement. However, the bank, which | 
lies heavily on deposits from the Event 
ment and Petronas, the national oil com- 
pany, was not in danger. 

Three days after the Peninjau arti e 
Datuk Seri Syed Nahar Shahabuddin. the 
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SPECIAL OFFER 
ІВМ 34 SYSTEMS FOR SALE 
at a very interesting price 


We offer operational IBM computers, second hand but in 
splendid condition and under full warranty (some are only two 
years in use). We want to appoint agents to sell and distribute 
these IBM systems in their own and/or adjacent countries. 


The IBM systems are coming from Europe (delivery time 
approximately 6-8 weeks). Letters should be sent to: 
Box No 1103, 
Far Eastern Economic Review, 
PO Box 160, Hong Kong. 
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` New! For travellers 
who take Asia — 


The 12th edition of the All- 


Asia Guide is simply crammed 
A “A. IA 4 with new up-to-the-minute 
5 information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 


~" & 
Кос in its 12th Edition. send Ие Coupon tangy 
ا‎ te Seem RUE EE ت ن‎ a eben 
To: Publications Division, 


Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is 


Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition.as indicated. I enclose a published by the Far Eastern 
" Economic Review, Asia's most 
respected business weekly. 


1 Asia's igst, complete | 
y Ut а, Uth Editigh ^ 





cheque/postal order for 


No. of copies O by surface Û by airmail* 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. FAR EASTERN I ECONOMIC 


*For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy. 
Мате... MEETS ке ANM eo HUE CORDE Teen і 
Address tee ктүн: uibs vi A a РҮ РЕЛ ЕЕ ле ais per ЖГ і 
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Holding up well 


Consolidated net income of First Philip- 
pine Holdings Corp. and its various sub- 
sidiaries and affiliates increased 63% to 
P39.5 million (US$2.8 million) in finan- 
cial year 1982-83 (ended on June 30) 
from P24.2 million in 1981-82. Aggre- 
gate revenues rose to. P212.8 million 
from P185.6 million. A diversified firm 
in which Philippine Ambassador to the | 
United. States. Benjamin Romualdez, 
brother of President Ferdinand Marcos’ 
wife Imelda, is Known to be a stock- 
holder, First. Holdings.has investments 
in Philippine Commercial International 
Bank and Manila Electric Co., among 
other firms. 

Chairman Cesar Zalamea voiced fears 
that next year would be a “difficult one,’ 
but nevertheless: remained confident of a 
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“modest improvement” in corporate 
profitability. > = 

Just recently, First Holding: was 
able to restructure a foreign Idan (of a 
sull-unspecified amount) arranged by 
Asia Pacific Capital Corp. into an eight- 
year term loan. Debt-related expendi- 
tures, which accounted for 8895 of total 
expenditures of PI74.2 million, in- 
creased to P 153 million from. P 141 mil- 
lion. =~ LEO GONZAGA 


Hong Leong beats goal 


Hong Leong Co. of Hongkong reported 
net consolidated profit for the year 
ended June 30 of HK$61.97 million 
(US$7.9 million), above the forecast 
earnings of HK$53 million given in the 
offer document when the company, 
formerly a shell called Marsworth, was 
acquired in May by the Malaysian 








chief minister of Kedah, Mahathir's home 
state, publicly demanded that the culprits 
involved be punished. He attacked 
Malaysia's anti-corruption agency for 
bringing to book small fry, while leaving 
Bank Bumiputra officials alone. The next 
attack came from the chief minister of 
Malacca, Datuk Rahim Tamby Chik, who 
demanded an inquiry. Another chief 
minister, Datuk Najib Tun Razak, also 
joined in the clamour for action. 

But perhaps the most respected voice 
was that of Auditor-General Tan Sri 
Ahmad Noordin Zakarin, who was named 
man of the year by the reform movement 
Aliran in 1981 for his annual report that 
year which exposed several government 
departments where abuse of government 
funds was rife. Ahmad Noordin said that 
he would proceed with investigations if 
asked to do so by the king, the implication 
being that Mahathir had not yet advised 
the king to order him to start a probe. 

The prime minister has so far only said 
that the government was "considering" 
setting up a royal commission into the 
BMF affair, or possibly preparing a gov- 
ernment white paper on the subject. The 
suggestion of a white paper was im- 
mediately condemned, with the attack led 
by Lim, who said it would only be à 
"whitewash paper." Aliran also criticised 
the suggestion, and the human rights com- 
mittee of the Bar Council weighed in cal- | 
ling for public-interest legislation to force | 
Bank Bumiputra to disclose details of the | 
whole affair. The leader of the new oppos- | 
ition Social Democratic Party, Fan Yew | 
Teng, made an official report to the Anti- 
Corruption Agency and demanded an in- 
vestigation. Even government ministers, 
such as Federal Territory Minister Datuk 
Sanusi Junid, publicly called upon banks 
to watch their step; making it clear that 
the ministers believed there had been seri- 
ous misdemeanours by Bank Bumiputra 
officials and that they expected some ac- 
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Raper bounces back 


The ex-boss of Faber Merlin returns to the Hon ngkong 
scene hoping to get Gasco Investments relist 


By Philip Bowring 

ames Raper, one-time boss of Faber 

Merlin and litigant extraordinaire, is 
back in Hongkong hoping to get Gasco 
Investments, suspended in 1978, relisted. 
Raper has just kissed and made up with 
the London takeover panel. He expressed 
regret at ignoring their rulings and they 
withdrew their statement that he was unfit 
to be a director of a public company. 

But Raper will liave some more apo- 
logising to do before he gets his listing 
back — including apologising for his pre- 
vious failure to disclose the beneficial 
ownership of Gasco's holding company, 
Berriedale. Hongkong's Securities Com- 
mission took him to court to try to force 
disclosure. The commission lost, but 
Raper's victory wasa hollow one as Gasco 
has remained in limbo as a public com- 
pany. 

Gasco has now disposed of its tin-min- 
ing interests in Britain, Malaysia and 
Thailand held through St Piran of Brit- 


| ain. Its assets now consist of investments 


in house-building interests in Britain and 
government securities. But Raper says he 
wants to buy some manufacturing in- 
terests in Hongkong. 

Most recently, following his peace 
treaty with the London panel, Gasco's 
quoted London subsidiary Milbury ac- 
quired the British company Westminster 
Properties with shares underwritten for 
cash. 

Prior to the acquisition, Gasco's total 
assets were HK$327 million (US$42 mil- 
lion) and net assets were HK$120 million 
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оа а subsidiarie 

Dao Heng Bank, the major 
owned subsidiary, contributed a net 
fit of HK$56.4 million — after provi 
and a transfer to inner reserves — 
37% increase over the. previous 
Other subsidiaries acquired.by t 
pany include insurance, securi 
trading-company interests as wel 
local deposit-taking company; 

The reported figures include НІ 
million in pre-acquisition earnin 
the end of May plus HK$7.05 
earned during June. AS i 






























































inga a dividend for ihe year, th 
out of not less than 6 HK cent Ї 
forecast for the year ending 
1984. — A CORRESPON 


HK$167 million was developm 
and HK$91 million marketable 
Net assets per share wer 
Earnings per share in the 
March jumped to 56 HK cents fr 
cents. There were also e dir 
of HK$55 million from the sale of 
interests. The cash generated. fro 
sale is clearly an attraction, and is 
far more than low-earning tin. 
‘But for all that, Gasco is а fairly 
geared operation — though 
Westminster acquisition a higher: 
tion of the gearing will be min 
terests rather than debt. ^ - 

At present, approximately. 91 
Gasco shares are held by Berriedale 
the remaining 400 or so shareholder 
are untraceable persons in China 
most likely route for widening the sh 
ownership is a placement. ү 

So apart from eating humble pie bef 
the Securities Commission, Raper 
also have to provide a new prospectus c 
Gasco and possibly also demonstrate 
he is in earnest about acquiring 
assets in Hongkong or at least Southe 
Asia, rather than, like some foreign-ba: 
entrepreneurs, using Hongkong for th 
convenience of a listing. 

While he goes through the procedur: 
needed to get Gasco relisted, Raper 
mired in one dispute — with the: 
Savings and Investment Bank of the Isle: 
Man where Gasco is a nel borrowe to th 
tune of HK$48 wget Proof n 



























market, the bears eventually pre- 
ourable news on the international 
the Middle East, continued-to 





















: ttle sustained effect on investor senti- 

dida cutin the central bank's discount rate 
ercentage point. Blue chips were sold, as 
iticals. Brokers became particularly 
ie Nikkei-Dow Jones Average closed 
:160.74 points on uneven turnover. 















RE: Despite Wall Street's fall at mid- 
d, the market. drifted upwards on gradually 
gthening volume. Fraser’s Industrial Index 
d'a modest 28.69 points to close at 5,582.74. 
sentiment was somewhat dampened early in 
“period by losses in motor-based shares in the 
ke of hefty increases in the local car taxes. But by 
period, investors had overcome earlier qualms 
ut the forthcoming. Malaysian budget. On Oct. 
however, а spurt of what one analyst described as 
chnical selling" erupted and persisted through to 
24. Other than motor issues, the most traded 
5 were plantation and mining shares. Average 
y turnover perked up to $$27.4 million (US$12.8 
on), from $$21.57 million the previous period. 


A LUMPUR: Despite a generally painless 
| welcome budget on Oct. 21, a late round of sell- 
n budget day brought a softer close that was not 
теа when trading resumed on Oct. 24. How- 
Fraser's Industrial Index still ended 60.18 
ints higher at its closing 3,519.28. Industrial shares 
d mixed, and plantations — where investors 
put off slightly by the government's increase ч 
xport duty on crude palm-kernel oil from 5% 
= were slightly down, With growing alinca 
rtainty stemming from the Bank Bumiputra/ 
ай group loans affair and an unresolved con- 
nal disagreement between ‘the country’s 
ditary rulers and the prime. minister, investors 
a caution only partially offset by active trad- 
п Wall Street. 







































































t The plus sign dominated price changes as 
d speculation oyer another peso devaluation 
stocks of US dollar-earning mines attractive. 
paying commercial-industrials also were in 
Мз лы чш {тот morey-market 














sin ‘the mining section were not 
ed, net gains ranged from a half-centavo for 
between 25 centavos апа P 10 for higher- 
as and Benguet, respectively. Lepanto fell 
fit-ta| : n. the commercial. industrial 
| howed i. gains. 





"Average al turnover was 
(US$16.7 million). Political 


is selling and reglas pats 


economic-stimulation package 


GHBOURS Singapore and Malaysia, toget fer with Taiwan, defied the generally bearish 
Jod in most Asian markets in the period to Oct. 24. Manila, despite a 0.29% decline in its 
ning index, saw a number of gains, especially ín commercial-industrial counters. Most mar- 
s ollowed Wail Street's early rise until a weakening at mid-period. 
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rtainty continues to be the dominant factor de- . 
f h 


joint statement at the 





"Sino- British talks on Hongkong's future describing 
thehra 


‘with “boredom mixed with relief," as one | 
stockbroker put it. AUSTRALIA 


` closed at 118.03, off 1.03 points from the previous 








*üseful and constructive." This was received 











| AUSTRALIA: The Australian AlkOrdinaries | Aust. All-Ordinaries Index 
Index closed on Oct. 24 at 682.7 (down 5.1 points | Oct. 18 . 682 
from the previous period) as selling pressure con- | Oct.19 679 
tinued. Prices are expected to drift lower in coming КӨн ч ase aaa ere tener ви 
weeks. The index had firmed to 688.5 by the close of | оа 24 CCC s82 
trading on Oct. 21, but the trend could not be main- | Change on week 0 -074 


tained. With most commodity prices under pressure, 
there has been selected selling of the larger resources 
issues, though most of the selling pressure has now 
shifted across to the industrials board. 


NEW ZEALAND: The market continued to ease 


through the early part of the period though Brierley's 
bonus.and one-for-one rights issue at par were con- 
sistently sought and closed well ahead. Feltex simi- 


Amati 279 +77 7 
Ampo Exploranon 350 (0,6. 2 
Ampo Petroleum 184 +16 3 
ANZ Bank 538 -20 Н 
Australian Cons Ind 167 BF & 
Australian Guarantee 256 "12 ‘ 
APM 2.23 “35 i 
Boral 314 +16 ‘ 
Bougainville 2.37 +17 

Brambles tnd 297 +20 Н 
BHP 1183 23 











larly went against the trend as earlier selling pressure | вштзюмр 264 "P 
disappeared and buyers moved in. There was little | 22... a er Hes sr x 
company news, though the interim reporting season | cosa i ы ed 
is now very close. Oils continued under steady selling oe 288 LP 
pressure early on but picked up smartly from an Over- | оордо M» ак ^ 
sold situation when the second semi-submersible | Ezindusties 522 6з i 
arrived in the Taranaki basin and promptly spudded | аы C NE 
in. There were also rumours that gas had been en- | Herald Weekly times 502 зв od 
countered by the rig drilling in the Great South basin. | acas con. Que Xu 

MIM Hoidings. 3.57 “$3 
TAIPEI: Although share prices continued to fall | =ош, ew da 
early in the period following reports that two more | Pekowatsend 6.68 -08 | 
listed companies were facing financial difficulties, | Come come 2n NA 
the market picked up momentum somewhat to post | smmn 363 d. ou 
small gains'at the close. Cement and construction | pomas Natorwde Trans 190 “3 а 
issues led the mini-rally. The weighted index closed | wespac — са E 
the period at 709.01, up 3.27 points. Volume re- | Weste 128 +96 
mained extremely light and turnover averaged only | “°° a B 
NT$563 million (US$14 million) a day. ІНОМСКОМС | 
SEOUL: А: trading was further dampened by news asda Sean 
_of the bombing attack against United States marines Hang Seng Index 
in Lebanon, the market closed the period weak. Ое t E yo 
Share prices of construction and trading companies | осі, 20 790. 
with Middle East connections fell, and small in- 90.21 Ша, 
vestors stayed on the sidelines. The composite index Change on weak a 


period. Analysts said the investment mood was large- 
ly passive, with institutional buyers concentrating on 
solid issues such as cement, cars, pharmaceuticals 
and foodstuffs, which generally closed higher. Aver- 
age daily volume declined from more than 10 million 
shares in the previous period to 8.9 million. 


BANGKOK: Measures instituted by the central 


bank to help the finance industry weather its worst 
crisis іп years (page 58) restored order in the 
stockmarket, which has been hit by heavy selling. 
The market reacted favourably to the rescue mea- 
sures and by Oct. 20 share prices posted sharp gains. 
Profit-taking affected sentiment on the period's final | 
session, on Oct. 21 (the market was closed on Oct. 
24, a holiday). The Book, Club Index closed а 
122.56, down 0.78 of a point from the previous clos 

Average daily turnover came to Baht 8 milli n 
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Atlas Ind 540 2:7 
ВапкоїЄ А 17.50 “24 
Caman Suspended de 4 
Cheung Kong 590 41 1 
China Light 12.70 +58 £ 
Conc 0.94 -69 $ 
F E Consortium 0.43 +25 € 
F ЕЁ Hotels 0.70 512.5 5 
First Pac. Holds. 355 14 11 
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Great Eagie 0.39 = = 








Heiwa Real Estate 
Hitachi 

Honda Motor 
EHA, 
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Kajima Const. 
Капека 

Keo Sos 
Kashiyama 
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Sanko Steamship. 
Sankyo Phar. 
Sanwa Barik 
Sekisui Pretab Homes A6 
61 
EJ 
58 
29 
n Ов 
Tokio Магіле and Fire -0€ 
Tokyo Elet Power 28 
Toray “19 
Toto +20 
ToyoKogyó .. 744 
Toyota Motór y 224 
Yamaha Motor 02 


NEW ZEALAND 


Oct.18 
Oct. 19 
Oct. 20 
Oct. 21 
Oct. 24 
Change on week 





Alex Harvey 
Brierley 

Carter Hott 
Dominon Breweries 
Fettex 

Fletcher Challenge 
Lion Brewenes 

NZ Forest Products. 
NZ Oi ánd Gas. 

NZ South British 
NZ Steel 

UEB industries: 
Wadak NZR 


PHILIPPINES 


Manila Mining Index 
OctiB 1377.83 
Ось 19 4,419.52 
Oct. 20 1,403.48 
ORI 1... 141551 

137141 
—0.29% 


Oct. 24 % change — 


Lepanto-B 
Marcopper 


WMinoico-B. 


SINGAPORE 








Beruna 
Boustead 

Ç Sugars 

Cold Storage 

Các 

Dew Bank of Singapore 
Dunlop Estates 
Dunlop industries 
Fraser and Neave 
Gentings 
Guinness 

Hanmau lew 

Haw Pac 

нар Fin 
inchape 

Island & Peninsular 
Jacks Int 

KL Kepong 
Keppel бр 
Magnum 

Malayan Banking 
Malayan Brewenes 
Malayan Tobacco 
ммс 

MUt 

Metal Box Singapore 
MPH 

National ron 

N Borneo Timbers 
осас 

Pan Electing 

Peg: Mataysia 
Shell 

Sime Darby 
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Опе of the reasons you may be in- 
terested in electronic typewriters is that 
they can type letters more quickly and 
more efficiently. Now Canon's high- 
precision AP500 can store documents 
on disk to help you keep your paper- 
work under control. 





Canon's complete 
now offers you 


The Canon AP500 is no larger than an 
ordinary electric typewriter and no 
harder to use, yet it has powerful fea- 
tures to speed you through the tough- 
est typing assignments. Editing is done 
on a bright fluorescent screen. Center- 
ing and underlining are automatic. Even 
the most difficult tasks like line framing 
of charts and column layouts are han- 
died with ease. 


And now there's permanent magnetic 
storage on convenient floppy disks. The 
AP500 has an optional interface that let 
you connect it to our AP89 disk drive 
unit. After you type a letter or a report, 
you can store it on disk. If you need to 
write a similar letter or want to make 
changes to the original, you simply call 
it up from disk memory, and make any 
corrections or modifications you like 
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The AP500 is our finest electronic 


typewriter—a precision machine with 
the best of everything we could give it. 


It deserves close attention by anyone 
looking for an excellent investment in 
productivity. 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the- CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 

A confidential monthly newsletter. 


Luxurious rooms, restaurants and bars plus first class facilities 
are the boast of all international hotels. 

Of course, we have them. 

But at the President, we also believe it's personal service that 
makes your stay more pleasant. 

And our Executive Express Service means your business will 
be done smoothly and efficiently. 

Meet the President. 


RDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 
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Where personal service really counts. 
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Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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turning to Case: 
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For the No. 1 loader/backhoe line. Best sell- 
ers worldwide. The only loader/backhoe with 
loader power linkage for greater breakout force, 
faster dump. And exclusive over-center back- 
hoes for better loading, better roading. 


For the only excavators with the turntable 
leveler. Lets you dig deeper, dump higher . 

or trench level on hillsides. The only excavators 
with Wrist-O-Twist* for extra bucket control. 


For crawler dozers with on-the-go angle tilt. 
A Case crawler line exclusive — helps make 
every pass a working pass. Two track power 
turns. 


For loaders with 4-wheel torque proportion- 
ing differentials. Extra traction on both axles 
keeps jobs moving in slippery, muddy terrain. 


For skid-steer loaders featuring power-in- 
hand command. Hand levers control speed, 
direction, all bucket functions — no awkward 
coordination of hand and foot movements to 

get the job done. 


For construction equipment selection that 
includes a full line of — trenchers, compaction 
equipment, forklifts, cranes, other equipment. 
See your Case dealer, or write to Asian Repre- 
sentative office of the J | Case Company, 12-C 
12th Floor, Yen San Bidg., 268 Orchard Road, 
Singapore 9, Republic of Singapore. 


JI Case 


A Tenneco Company 











he rural areas of the Pearl River delta 
region of Guangdong province have 
benefited substantially from national 
and regional economic readjustments in 
China over the past four years. 

The benefits have been widely distri- 
buted throughout the delta region. But 
in no county has the impact been greater 
than in Dongguan, which lies im- 
mediately adjacent to the Shenzhen Spe- 
cial Economic Zone (SEZ) north of 
Hongkong. 

Fucheng commune is one of 30 com- 
munes in Dongguan. It extends in a 
wedge from the county seat, where its 
centre is located. With a population of 
40,000, it is a little larger than the Dong- 
guan average, but typical of much of the 
delta region where communes are the 
largest in China. A little less than half its 
cultivable area is under grain, the ba- 
lance under a variety of cash crops, espe- 
cially fruit and sugar-cane. 


LETTER FROM WANTONG 









tong comes from a number of sources. 
Its ricefields are extraordinarily product- 
ive, with yields of almost 16 tonnes per 
ha. The basis for such high yields was 
laid down at the beginning of the com- 
mune period, when a large area of 
marshland — where dragon boats had 
formerly raced — was drained, and over 
a six-year period in the late 1950s and 
early 1960s a great earth embankment, 
some 9 kms long, was constructed. The 
brigade also has sugar-cane, peanuts, 
fruit and a great many pigs. 

The output of agricultural com- 
modities has increased significantly over 
the past five years. The responsibility 
system, now devolved to the household 
throughout the brigade, is credited with 
much of the success in agricultural pro- 
duction. The new system did not come 
easy. The brigade head was emphatic: 
“At the beginning, thinking was not lib- 




















force of 3,500 were engaged in field ag- 
riculture. That figure is now about 1,000, 
or approximately 30% of the total work- 
force. The rest of the labour force is en- 
gaged either in specialised tasks ancillary 
to agriculture (for example, transport 
and trade) or in brigade enter- 
prises. 

In the past two years, a large fireworks 
factory employing 200 largely female 
workers has been built on a formerly 
barren hillside some distance from the 
main village. The factory also puts out 
work, and virtually every village house 
has a small wooden machine to roll fire- 
cracker papers. There are also weavin 
and knitting factories an 





Fucheng's largest 
brigade, Wantong, is lo- 
cated on the commune 
boundary about 10 kms 
from the centre. It is a 
single-village brigade with 
a population of more than 
7,000 divided into 35 
teams. There is a great 
deal less cassava than 10 
years ago, when this writer 
first went to Wantong, and 
a substantial acreage of 
peanuts during the early 
season, which is replaced 
by late-crop rice. Ten 
years ago the brigade 
headquarters, a massive 
structure with doric pil- 
lars, looked over a pond in 
which hemp was soaking, 
flanked by a stage and a 


Guangdong commune scene: a new-found prosperity. 








meeting hall. Opposite 
was a large, old ancestral hall of the do- 
minant surname. 

The pond has now been filled in and in 
its place there is a market, which trans- 
acts Rmb 6,000 (US$3,075) worth of 
business daily. The stage and the meet- 
ing hall have been transformed into knit- 
ting factories, and the old hall has been 
razed to make way for a fireworks fac- 
tory. Several new permanent, privately 
owned stores operate. One sells clocks 
and watches, others a variety of products 
acquired from the Shenzhen SEZ — 
Hongkong beer, American cigarettes, 
patent medicines from Singapore and a 
variety of Chinese export goods (beer, 
wine and clothing). 

Such stores attest to a material stand- 
ard of life that has improved enorm- 
ously over the decade. Yet another indi- 
cation of the new-found prosperity is 
house-building. Virtually every house in 
the village has been rebuilt, and some 
stand four or five storeys high. 

The new-found prosperity of Wan- 


erated, understanding was unclear, and 
the production responsibility system de- 
veloped only very slowly." 


|: 1979-80 there was much foot-drag- 
ging on the part of cadres. The break- 
through came from two teams that had 
typically been slipshod and reluctant to 
receive directions from above. Contrary 
to brigade injunctions, the two teams 
went ahead and introduced the house- 
hold production-responsibility system. 
An immediate consequence was that 
their output (and incomes) increased 
rapidly within a short period. Brigade 
cadres examined the methods and re- 
sults within the two teams and, by late 
1981, 23 other teams in the brigade 
began to emulate the mavericks. 
uring 1982 full responsibility at the 
household level was adopted by all 
teams in the brigade. 
The new system has improved effi- 
ciency in agricultural production. Before 
1980, some 3,000 of the brigade labour 
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one that manufactures a 
liver tonic from human 
hair which is shipped in 
large quantities from Can- 
ton. 

One enterprise proces- 
ses pineapples, which it 
acquires from Luogong 
commune in the Canton 
municipal area. It also 
sends buyers to mountain- 
ous regions in north China 
to purchase haws, which 
are made into candied 
fruit. Other brigade enter- 
prises — fish-ponds, fruit 
farms, etc. — are con- 
tracted out to brigade 
households or groups of 
households. 

The effects of recent 
changes in the organisa- 
tion of the rural economy 
on individual commune households is 
often dramatic. It is not unusual for com- 
munes to draw attention to households 
in which the combined gross income of 
household members exceeds Rmb 
10,000 annually. 

In Wantong such households number 
almost 10% of the total. In one such 
household, six of the seven members are 
working. Agricultural tasks are handled 
by the head of the household and his 
wife. The eldest son owns a hand-trac- 
tor, and in 1982 earned Rmb 3,000 from 
transporting goods. The three daughters 
are working in the fireworks factory, 
each earning an average of Rmb 100 per 
month. Putting out work from the 
fireworks factory and other household 
sidelines — notably bees — brings in ad- 
ditional income. Their estimated net in- 
come for 1982 was nearly Rmb 14,000. 
This example is not typical, but it is not 
unusual either and indicates the poten- 
tial of the new reward system. 

— GRAHAM JOHNSON 
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LETTERS TO THE EDITOR 


Showing no mercy 

In your report on the current military op- 
erations in East Timor [REVIEW, Sept. 29] 
you quote an official of the Indonesian 
armed forces as admitting that “there 
were those who advocated tougher ap- 
proaches.” This is somewhat disingenu- 
ous. The one who has advocated tougher 
approaches is none other than the armed 
forces commander-in-chief, Gen. Benny 
Murdani. He did so quite publicly in a 
statement quoted in Sinar Harapan, the 
armed forces daily (August 16), when he 
said: “This time, no fooling around. We 
are going to hit them without mercy. If this 
call [to surrender] goes unheeded, the 
government will use its armed forces and 
all its arsenal to clean up the remnants of 
Fretilin rebels.” 

As we know from past descriptions of 
Murdani published in the REVIEW, there 
is no reason to believe that he did not 
mean what he said. 

There is plenty of information available 
about the military build-up under way in 
East Timor since mid-August. Refugees 
who left Dili in the middle of September 
have told the press in Lisbon that waves of 
troops have been arriving, that OVIO 
Broncos are again in use and that com- 
mandos have made a number of landings 
around Laga, Los Palos, Baucau and Viq- 





ueque. There is also a report from church 
circles inside East Timor that about 200 
Timorese were massacred by Indonesian 
troops in a village near Viqueque in Au- 
gust. 

The International Red Cross has not 
been operating on mainland East Timor 
since early July. Anyone who inquires of 
their office in Geneva will be told that 
their relief team had to leave because the 
Indonesian authorities were no longer 
willing to provide the necessary conditions 
for their operations to continue. The re- 
moval of relief workers or the refusal to 
allow them in has always been a sign that 
intense military operations are in progress 
in East Timor. 

There is every reason to fear that the 
new offensive will further prolong and in- 
tensify the sufferings of the Timorese 
people as Indonesia ruthlessly pursues its 
objective of forcing them to accept inte- 
gration. 
Croydon, England 


Trust betrayed 


The announcement that Brunei and Bri- 
tain have amicably settled their differ- 
ences over the stationing of the Gurkhas 
in Brunei post-independence [REVIEW, 
Oct. 6] is very comforting. The special re- 
lationship has clearly prevailed over about 


TOM SOPER 


six months of haggling over this issue. 
Brunei is safe now from any predatory in- 
stincts its neighbours might have in the fu- 
ture and the British can exercise their veto 
over the Gurkhas getting embroiled in in- 
ternal-security matters. 

But for many people, estimated at 40- 
60,000, who are permanent residents but 
not citizens of Brunei, it is still a tense and 
worrying time. These people, predomin- 
antly Chinese and in the commercial sec- 
tor, have lived in Brunei for two genera- 
tions, yet are not automatically nationals 
even by right of birth. Brunei is perhaps 
one of the few countries where this is so. 
These people are now British overseas 
citizens with no right to enter or remain in 
Britain. The clauses in the new National- 
ity Act have seen to that. Their British 
passports give them some flexibility of 
travel, but if these are revoked after inde- 
pendence, their travel prospects will be 
severely restricted. 

In talks leading up to Brunei's indepen- 
dence these people were not represented 
either through their Chamber of Com- 
merce or through their community lead- 
ers. Their views were not taken into ac- 
count when the 1979 treaty between 
Brunei and Britain was drawn up which 
was to serve as the blueprint of Bru- 
nei’s transition to full independence. At 
that time, those people were British sub- 
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The most significant office 
development ever undertaken in Asia. 

The result of a global search for 
the highest quality materials and the 
most sophisticated technologies. 

A magnificent three-tower 
complex soaring 600 feet, clad in 
Spanish rose granite cut and finished 
by Italian craftsmen in Carrara, 
American glass and West German 
steel. With wire management 
technology from the U.K., and lifts 
from Switzerland. 

1.58 million square feet of lettable 
space on the last remaining waterfront 
site in Hong Kong's central business 
district. 

The home of Hong Kong's new 
unified stock exchange. And the 
most advanced 24-hour business 
communications environment in Asia. 


The future hub of Asia's business world 


For arrangements to view the Exchange Square 


Exhibition Suite and film presentation, or f 





further information, please contact 


Hanna 


Alexandra House, Hong Kong 


Tel: 5-8428288 Telex: HX 75102 
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ABC Air Asia: 


js the essential planning and en route guide 
for you, the frequent traveller 


will slip easily into your briefcase 
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A provides comprehensive flight information 
for services to, from and within the region 
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includes specially calculated connecting flights 


is compiled monthly by the publishers of 
ABC World Airways Guide 


New travel connections mean new business 
connections 


INTRODUCTORY OFFER: act now and get the first 13 copies 
Publication December 1983 | Far the price of 12. Offer ends 29th February 1984. 


12 month subscription 
AE Complete the and 
he Pacif 5 553 coupon 
p: pe pied коюш on Australia, ABC Travel Guides, 162 Goulburn Street, Darii 
, Japan. Tozaisha Ltd Oriko вис, С азр Tokyo 104 
or the equivalent land. Prestige Travel Consultan 


in your local currency india Strand Book 
Elsewhere, 


ABC AIR ASIA 





Enter my introductory subscription NAME: 

for copyties) monthly 

Ови те Ll Payment enclosed TRE. = — 
COMPANY: 





C)cnarge American Express Joiners Club 


CLI 0Р1 КЕ - 


Company registered in England No. 151537 




















SIGNED: Registered office: Quadrant House 
The Quadrant, Sutton, Surrey 
DATE. — Division of Business Press International Ltd 











jects. They placed their trust in Britain to 
obtain for them nationality status. Their 
trust has been betrayed. As long as the 
Gurkha question was outstanding there 
was perhaps a faint hope that the outcome 
of these talks could be tied in to securing a 
better deal for these people. It was Bri- 
tain's responsibility to see that their future 
prospects were safeguarded. Britain could 
have used its still-enormous pressure, its 
special relationship with Brunei to help 
them. But it did not. 

A word of warning to the people of 
Hongkong: the situations of Brunei and 
Hongkong have some uncanny parallels 
Both lack any democratically elected 
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Brunei's national mosque: the minority suffers 





machinery to test grassroots political opin- 
ion. In both cases their futures have been 
discussed in secret, with Britain playing a 
key role. In Hongkong's case, however, 
there is the press, and magazines like the 
REVIEW, which can put across the worries 
of the people with undetermined futures 
and act as a pressure group. Alas, this is 
not so in Brunei. The 40-60,000 Brunei 
people were in an impossible position. 
They were sold out by the British. Hong- 
kong people must avoid a similar fate, at 
all costs. 

London “WORRIED STUDENTS’ 


More turbulence ahead 


A time of turbulence [REVIEW, Oct. 6] 
validly concludes that the most urgent task 
for Philippine President Ferdinand Mar- 
cos is to revive shattered confidence in his 
government. To achieve this, however, 
Marcos must come to grips with reality. 
Unfortunately, the evidence so far is that 
he continues to rely on the self-deluding 
advice from his cordon sanitaire of offi- 
cials and the censored press of Manila. 

For example, he seems unaware of the 
depth of cynical disbelief that swamped 
his claim that a single gunman was respon- 
sible for Benigno Aquino’s assassination. 
In fact, his government has gone on to em- 
broider this incredible claim. The alleged 
assassin, first identified by Marcos himself 
as a professional killer, has now been re- 
cruited into the ranks of the communist 
New People's Army, courtesy of a recent 
government press release. Not satisfied, 
Marcos' regime goes on to invest him with 
the rank of commander — a posthumous 
promotion, people joke, for a posthum- 
ous assassin. 

How does one explain this dogged Mar- 
cos insistence on a discredited story? 
After all, the hordes of Marcos informers 
must have stumbled across the acid jokes 
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When you pick up our Sterling Silver If you write nothing more than office 
Premier fountain-pen, please write some- memoranda, let each memo be truly 
thing magnificent. шй ila T unforgettable 

Let your letters be belles lettres. €2 

“Venice is like eating an entire box 
of liqueurs at one go’? TRUMAN CAPOTE 





„{  Acommittee 
` Jisananimal with 
| four hind legs": 


iari i OHN LE C; : 
Let your diaries pierce to the true JOHN LE CARRÉ 


poignancy of the human condition. Our Sterling Silver fountain-pen is 
"Once a woman has forgiven her man, 20 instrument made for beautiful writing 
she must not reheat his sins for breakfast’? А lightning rod to conduct flashes of 
MARLENEDIETRICH inspiration from the mind to the page. 
It must never impede the passage 
of your thoughts. 


When you write with it, you 
should hardly be aware that it exist: 





m pure silver 
<e pure silk. 





So, thanks to a uniquely 
styled grip, its slim body 
balances light as an acrobat 
in your hand. 

_ Yet that body is made ™ 
rom solid sterling silver: the finest that Silver Premier fountain-pens earns its 
zan be worked. own certificate of quality from the crafts- 

Ideas can flow only as smoothly as ink. man who made it. 

So we make its nib from 18 carat gold, Buy one and even if you never write 
split and shape it by hand and subject it anything magnificent, at least you will 

| never write anything but magnificently. 


| P PARKER 


to 131 separate checks. 


The nib glides over 
paper so smoothly that 
you scarcely feel it write. 


Each of our Sterling 
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£ The smoothness with 
W I] which international 
t business is transacted de- 


pends not only on having the right 
correspondent banking 
connections in the right 
countries. It’s also a matter 
of access - the speed 

at which your instructions 
can be transmitted, your 
plans implemented. With 
a minimum of time and 
effort on your part. 

To facilitate this 
process, Bank of Montreal 
has organized top-flight 
management teams to 
work with our correspon- 
dent banks in each wee key 
regions of the world. This 
worldwide network ensures 
that the facilities of these care- 


Bank of Montreal's 
own international 
network of branches, 
subsidiaries and 
affiliates located in key 
countries around the world. 

So when you want to 
do business abroad, come to 
Bank of Montreal. You'll find it 
easier to get up to speed when you 
have an expert who knows 
how to eliminate friction for you. 

Contact your 
Bank of Montreal Account 
Manager, or Correspondent Banking 
Division Officers. 
In Canada - 
Toronto (416) 867-6449 


In the U.S. - 
New York (212) 758-6300 


In Europe - 
London (01) 236-1010 


fully chosen correspondent banks | virtually anywhere in the world. 
are linked together in the most Of course, our cor- 
efficient way to serve your banking | respondent banking connections | In the Far East - 

interests, whatever they may be, are complemented by Singapore (65) 220-7266 
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| taking place” [ 





tin g 
from the Aquino fact-finding commission. 


Surely he knows hundreds of thousands 
of Filipinos have secretly seen the Japan- 
ese TV videotape of the airport shooting, 
because Marcos has never allowed details 
of the Aquino assassination to be aired 
publicly. 

History is replete with examples of dic- 
tators who became victims of their own 
propaganda. Marcos’ handling of the 
Aquino assassination so far indicates he 
has not learned from history. Unfortu- 
nately, this ensures for the Philippines 
even more turbulent times than indicated 
in your excellent analysis. 
Kagoshima, Japan 


Differences of will 


Comparisons are odious. But one cannot 
refrain from comparing how Manila and 
Rangoon handied their assassination 
cases. In Burma, the Rangoon govern- 
ment tracked down, within three days, 
what seemed to be prima-facie suspects in 
the mausoleum massacre. 

But in the Benigno Aquino assassina- 
tion, all President Ferdinand Marcos has 
done so far is create and reluctantly dis- 
band an utterly discredited fact-finding 
commission of his. partisans. Meanwhile, 

“potential witnesses have already disap- 
peared and the orchestrated evidence pre- 
sented during the only two hearings of the 
commission left the impression publicly — 
rightly or wrongly — that a cover-up was 

Review, Oct. 20]. ; 

Obviously, it is not a question of differ- 
ence in. competence of Burmese or 
Filipino investigators. The difference lies 


HIRO SASAKI 








"Bangkok 


the first (in 1967) to sug 
ed Nations should тоу 


said at a m 
Women Journal 


Rankin ү “That's a 
objection. She will be . 

would settle Hongkong's.fü 

for all. Mark my words, it's 

time will come." Would that it had! 
Hongkong 


Third World view | 

I read with interest and much sympathy 
Balakrishnan's spirited exposé of the d 
tortion of United States news by T 
World journalists and editors [Revie 
Oct. 13]. But one cannot help getting: 
feeling that there is much in his piece th 
is itself distorted. He has argued 


Third World editors have ап equal r 


sibility to introduce perspective a 
lance when reporting on the US 
counterparts in the US have when 
ing on the Third World. Thi рраг 
fair-minded plea needs cl \ 
First, there is no question that the | 





APPOINTMENTS 


invites applications | for London-based 


DEPUTY EDITOR 


Candidates must have at least 10 years experience in journalism 
with at least 3 years in a senior editorial position on a daily o 


weekly. 


Applicants must have thorough knowledge of Third World prob- 
lems and politics and a sensitivity to the Third World point of view. 


Age not more than 45 years. All applications will be treated in 
Strict confidence. Applications, with references, should be sent 
under sealed cover to: The Company Secretary, South Public. 
tions Ltd, 13th Floor, New Zealand House, London SW1Y 4TS 


England. 


_ Salary and other conditions negotiable. 











ss a eat the US is ا‎ in 






Jg 

minated in the Third World is not. 
akrishnan observes this but does not 
see its significance. 

^ In the tens of thousands of American 
Ims, novels, advertisements and TV se- 


€ exposed, a whole kaleidoscope of 
American life is on view: enough to enable 
people to develop their own perspective. 
Readers and audiences in the Third World 
are not so naive or stupid as to believe that 
middle-class Americans actually. spend 
heir leisure “paying psychiatrists 
. to get in touch with their true feelings” 
Or sitting around cracking one-liners 
“when all else fails.” 

In contrast, how many non-journalistic 
nnels of information flow in the other 
rection? How many Third World 
ovelists are on American bestseller lists 
nd how many Third World TV program- 
s or films do Americans get to see? In 
short, what — apart from journalists' re- 
ts and some hearsay — do Americans 
from whicli to build any perspective 


, most information about the US dis- | 


als to which millions in the Third World | 











and impressions іп a balanced” direc- 
tion? Is it really fair to argue that both US 
and Third World editors have an equal re- 
sponsibility to introduce "perspective" 
and "balance" when the flow of informa- 
tion between the two entities is so patenil у 
unequal in both volume and diversity? 
There is also another matter that 
perhaps necessitates “unequal” editorial 
attention. Many countries of the Third 
World have longer histories, more fragile 
institutions and often deeper and more 
complex social, political and religious di- 
visions. than advanced countries like the 
























| US with their relatively stable social 


order. The intellectual -— and, sometimes, 
emotional — demands on Ше journalist 
covering the former are certainly different 
from, and arguably greater than, those 
on the journalist reporting on US af- 
fairs. It could thus be argued that the re- 
quired editorial attention and care may 
also be greater in the one case than in the 
other. 

No thundering spokesman for a "new 
information order" myself, I share the 
view that the distortion of news cannot be 
corrected by curtailing journalists’ free- 
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m 
recommended rule = “if you cannot t Beat 
them, join them" — is probably more 
clever, more frivolous, than it is wise. 


Singapore VIKRAM R. KHANNA 
Small is beautiful 
The minority’s dilemma — [Letters, 


Review, Oct. 20] is mischievous and in- 
tended to provoke racial disharmony in 
Singapore. 

Minority races in the republic are 
treated like “sacred cows" and given 
privileges beyond those enjoyed by 
minority races in any other country. Á 
Chinese constituency even elects an In- 
dian as its parliamentary representative. 
In fact, Indian and Malay ministers are not 
uncommon in Singapore politics. And on 
other fronts, examples of non-Chinese 
holding high office are legion. | 

There is neither discrimination against 
nor acclamation in favour of colour or 
creed: equal opportunities, prevail. If new 
racial lines were imposed it would spell 
disaster for the non-Chinese in particular, 
and ruin for the country in general. 
SPORE CHENG TIM PIN 


























A major investment institution requires a 
professional Investment Manager, Analyst and 
. Equity Dealer with experience in the major 
investment areas of the Far East. 

e Investment Manager - ref: 2129/FER 
Candidates for the Investment Manager post 
should have obtained a professional qualification 
and should have 5 years’ experience of 
managing a discretionary portfolio of equities 
and bonds in the Far East. 


e Investment Analyst - ref: 2130/FER 
Candidates for the Investment Analyst post 
should have obtained a professional qualification 
and must have at least three years’ practical 
‚ experience in analysing equities in the Far East, 
especially Australian investments. 





Touche Ross & Co, Management Consultants 


Hill House, 1 Little New Street, London EC4A 3TR 
Telephone: 01-353 8011 


e Equity Dealer - ref: 2131/FER 
Candidates for the Equity Dealer post will assist 
in dealing with а large portfolio. Candidates will 
have. at least З years’ experience gained in first 
class financial institutions. 


Candidates must be prepared to live in the Gulf. 
The contract will be for a minimum of three 
years, renewable thereafter. Salary will be free 
of tax in the Gulf. Free accommodation, transport 
and medical facilities will be provided. 


Please send a comprehensive career résumé 
including salary history and day-time telephone 
number, quoting the particular reference 
number, to W. L. Tait. 





А member of the Management Consultants Association. 
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-Sometimes it bleeps and explodes in an arcade game, at other 
imes it is a super typewriter. It can replace a telex machine, . 
Calculate taxes, play bridge, balance accounts, keep track 
of recipes or the contents of a wine cellar and deliver 
Stockmarket information. The incredible computer disturbs by 
evading our attempts to pin down exactly what it does and how - 
it does it. Even more disturbing: there seems to be no recog- 
nised standard of competence with microcomputers as there | Bà 
“is in knowing how to drive a car or use a typewriter. FOCUS 
looks at the computer. Pages 53-84. 
Cover: Early 20th-century poster for Mercedes typewriters 














d Si resident Ronald 
eagan. Pope to strengthen a 
firm friends Apin дарап and reas- 
iorried South Koreaon his 


rime Minister Yasuhiro 
; ‘acts to cool party criti- 
К cismin the wake of Какие 
' Tanaka's conviction. ` 


| and India make progress in 
` solving their long-drawn-out bor- 
. der dispute. 


Pages 30-34 
«Differences over the handling of 
communist insurgents cause 
. some tension on the Thai-Malay- 

‘sian border. 
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The arrival of a new batch of boat 
people in Indonesia sparks 
speculation about a change in 
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United Nations reseats Demo- 
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receive United States 
t Ronald Reagan next 
when the American 
due to visit Peking. In- 
sia has been upset by 


ently: first, when Reagan 
dded Bangkok and Manila to 
original November itiner- 
у which had consisted of 
kyo, Seoul and Jakarta; sec- 
ndly, when he cancelled trips 
Asean capitals in response to 


finally when 
suggested that 
agan should add a Jakarta 
pover after visiting China. 
Ambassador John Hol- 


“also sounded ош 
ochtar on the possibility of a 
арап visit before the 


ie trip, but was snubbed 
ochtar’s comment that 


sty. International, which 
pposes the death penalty, has 
ppealed for a halt to the cur- 
wave of executions in 
Віла. Та a letter to President 
iannian, the London- 
ased human-rights organisa- 
said it knew of more than 
ecutions in some 20 cities 
d counties in China since 
August. 

The letter pointed out that 
people had been put to death in 
batches of 15-40 after being 
paraded before mass rallies or 
n convoys through the streets. 
t added that the use of the 
"death penalty contradicts the 
aim of rehabilitation acknow- 
ledged in China's criminal law. 
— A CORRESPONDENT 


тоге opposition 

“The South Korean Govern- 
ment is to allow more opposi- 
tion politicians to resume poli- 
tical activities, according to 
Prime Minister Chin lee 
Chong. However, Chin said he 
opposed opposition demands 


president in place of the pre: 


shington several times re- | 








sent indirect balloting by a col- 
lege of deputies. 

Interviewed in The Korea 
Times, Chin cited the continu- 
ing threat from North Korea 
and what he described as a 
"monéy-consuming" electoral 
process as reasons for rejecting 
the direct vote. 

Chin's views echo those of 
President Chun Doo Hwan. 
The government’s refusal to re- 
store democracy is likely to 
spur student and dissident agi- 
tation. — SHIM JAE HOON 


Singapore University 
to balance sexes 
The National University of 
Singapore has suspended its 
second-language requirement 
for admission. It is understood 
the move has been made to 
stem the glut of linguistically 
adept female undergraduates. 
But all students will still have to | 
pass second-language tests be- 
fore they can graduate. Since 
the introduction of the lan- 
guage requirement in 1981, 
female enrolment has shot up. 
Women now dominate all 
faculties except engineering. 
The trend aggravates the con- 
cern voiced by Prime Minister 
Lee Kuan Yew that better- 
schooled women tend to shun 
marriage, thereby possibly 
keeping down the number of 
talented children, No explana- 
tion has been offered of why 
women should do better than 
men in second-language tests. 
— LINCOLN KAYE 


Marcos confirms 
succession procedure 


In an attempt to assuage fears 


over the issue of succession, 
Philippine President Fer- 
dinand Marcos announced on 
October 31 that if he were to 
die or become incapacitated, 
the duties of president would 
“devolve” upon the prime 
minister, currently Cesar 
Virata, who chairs the coun- 
try’s Executive Committee. 
Under the constitution, the 
Executive Committee would 
collectively run the country as 
caretaker pending presidential 
elections 45-60 days later. 
Critics say the succession 
process, which Marcos in effect 
merely reiterated, is too vague 
to avoid potentially destabilis- 
ing power struggles in govern- 
ment and in. the Executive 
Committee itself should Mar- 


for a direct popular vote for the | соѕ be forced to. | leave the 
P 
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Japan agrees on new US 
car-export ceilings 

The Japanese Government ag- 
reed on October 31 to limit 
vehicle exports to the United 
States to 1.85 million units for 
the year beginning April 1, 
1984. The agreement was 
reached during the Tokyo visit 
of US Trade Representative 
William. Brock and represents 
an increase over the 1.68 mil- 
lion-unit ceiling in effect since 
1981. Brock told newsmen on 
November 1 that his visit was 
"very productive" and that 
constructive. discussions were 
held on the yen-US dollar re- 
lationship, lower tariffs, mar- 
ket access, industrial policy, 
capital flows and beef-and-cit- 
rus import quotas. He also said 
he was encouraged by meetings 
with Nippon Telegraph and 
Telephone Public Corp. offi- 


| cials om expanding procure- 


| ment opportunities for US 


i 








firms in the lucrative Japanese 
telecommunications market. 
— MIKE THARP 


Daimler to assemble 

engines in Indonesia 

West Germany's leading car 
maker, Daimler Benz, has de- 
cided to establish an engine 
plant in Indonesia to supply 
markets in Asean, Australia 
and Sri Lanka, said H. M. 
Joesoef, a director of the com- 
pany's local joint ventures, PT 
German Motor Manufacturing 
and PT Star Engine Indonesia. 


* He said the new venture, which 
„wii assemble engines, will 


commence operations in 1985. 
The decision was made to sup- 
port thé Indonesian Govern- 
ment's plan. gradually to step 
up the local production of car 
components. Many local car 
assemblers have complained 
that the local manufacture of 
car engines is scheduled much 
too early, considering the li- 
mited market and the large in- 
vestment required to set-up an 
engine plant. — MANGGI HABIR 


Malaysian interest 

rates tied to BLR 

The Association of Banks in 
Malaysia (ABM) announced 
on October 28 that all interest 
rates for its members' loans or 
advances will be tied from 
November 1 to the base lend- 








ing rate {BLR} of the respec- 
The ABM said revi 
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| 
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sion of 
“periodically,” ‘though, 
respect to housing loans, not 
more than once every ‘six 
months. The announcement 
follows a refererice in Finance 
Minister Tunku Razaleigh 
Hamzah's budget address on 
October 21 to the need to an- 
chor interest charges to à de- 
cared BLR. —JAMESCLAD 
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Hongkong’s prime lending rate 
was reduced by 1.5 percentage 
points to 13.5% on November 
2 — the second reduction inthe |. 
space of a few days. (It жаѕ сш. 
by one point to 15% оп October ^^ 
27.) The latest reduction: fol- 
lows a distinct softening in 
inter-bank rates after initial up- 
ward pressure when a fixed 
parity was in effect established 
for the Hongkong dollar at 
the rate of HK$7.80:US$1 
(REVIEW, Oct. 27). The latest 
prime-rate cut was announced 
by Hongkong’s two note-issu- 
ing banks, the Hongkong and 
Shanghai Banking Corp. and 
the Chartered Bank. The 
Hongkong Association’. o 
Banks, representing ^ ай 
licensed banks in the territory, 
subsequently announced ac- 
companying reductions in de- 
posit rates — for example by 
one percentage point to 8% on 
savings deposits. 


— ANTHONY ROWLEY 
Singapore exchange 
votes for change 


Disgruntled brokers voted in 
two members of a four-man op- 
position slate for the Singapore 
Stock Exchange Committee in 
a hotly contested election. Lim: 
Tah Hwa of Lin Securities and 
Freddy Lee of the J: Ballas 
brokerage house will supplant 
incumbents George Teo of J. 
M. Sassoon and Lim Hua Min 
of Phillip Securities on the five- 
member committee. 

The breakaway slate prom- 
ised brokers a greater: voice in 
exchange .. decisions Two 
months ago, members rejected 
a proposal to buy more city- 
centre office space, alleging in- 


| adequate consultation by the 


committee. The exchange this 
year will set up a central de- 
pository system, moot resump- 
tion of stock-options trading 
and consider the introduction 
of index options, according to 
its chairman, Ong Tjin An of. 
Ong and Co. — LINCOLN KAYE 
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How to get _ 
-3or4planes for the 
price of one. 


More than 50 nations and search and rescue plane. Or a 
airlines know thatthe Lockheed maritime patrol plane. 
Hercules is unmatched as a А 
cargo plane or military airlifter. 

But cargo is only one of its 
many capabilities. With the 
addition of photo systems, 

Hercules becomes a photo 


When you choose Hercules, _ 
you get a plane of many mis- 
sions. Getting more for your 
money is the way to keep bud- _ 
gets under control. Giving you — 
more for your money is what 

It can become a Combi, carry- Hercules does best. Contact 
ing people and equipment. Add Director of International Sales, 
skis and frozen regions are Lockheed-Georgia Company, 

mapper/surveyor. Add other home to Hercules. It also can Zone 1, Marietta GA 30063, 
systems, and the Hercules cargo become a tanker. Or a para- U.S.A. Telex: 542642. 
plane quickly changes into a troop dropper. Or fire fighter. Lockheed Mara. 












fast, dependable service 
veen U.S. Gulf/West Coast 
ar East, try Lykes. 

d here’s why — 

astest on-the-water transit 

es from the U.S. West Coast to 

an and Taiwan, and from Japan 

the U.S. Gulf. 












m the U.S. Gulf to Singapore. 
Only ro/ro vessels operating 
tbound from U.S. West Coast to 
lapan/Taiwan and Korea. 








ops at Hawaii, 

eet. of conventional vessels 
erating between U.S. Gulf and 
range of Far East ports. - 
argo handling capabilities 
nclude breakbulk, project and 
versized pieces, heavy lifts, 








wage in ro/ros, and containers. 
' Plus, Lykes' microbridge service, 
ffering through rates and single 

ills of lading between U.S. interior 


Fastest on-the-water transit times - 


Inbound ro/ro service includes © 


ricultural machinery, below deck 


fe 


points and overseas points via 
interchange at U.S. Gulf and West 
Coast ports. 





Lykes’ Professionals make this 
worldwide transportation system 
work for you. ЧЁ 





Skilled in every phase of ocean — 
transportation and point to point 
delivery, Lykes Professionals offer 
you service between the Great 
Lakes, U.S. South Atlantic, Gulf and 
West Coasts and the U.K., Europe, 
Mediterranean, South and East 
Africa, the West Coast of South 
America and the Far East. 

There are Lykes Professionals or 
agents near you. Give them a call. 
Let them make your job a lot easier. 
After all, they've been doing it for 
over 80 years! 


Lykes Lines 


World Headquarters 
Lykes Center/New Опеапв, LA 





rtlant/St: Louis/San Franciseo/Washington D.C. 





тА FRIENDLY CHAT 
Mounting problems confronting the 
-dozen or so Philippine-controlled 
` deposit-taking companies in 
. Hongkong as a result of the squeeze 
on forei ange remittances out 


he Philippines 
ayain Manila on 
se companies' 
longkong inter-bank and 
nce company credit lines 
the current situation. 
rt letters and guarantees 
1 parent companies are 
. called in question. Secrecy 
surrounded Martin’ S visit, which he 
described as “private.’ ' Reluctance 
by some Hongkong banks to honour 
letters of credit drawn on Philippine 
banks was thought to have been 
discussed too. 


THE NOOSE TIGHTENS 


The Thai army is mounting an 
operation to prevent Communist 
Party of Thailand (CPT) guerillas 
based in southern Thailand from 
migrating northwards. CPT forces 
‘in the southern region, now 
estimated to number fewer than 
1,500, have been hit hard by Thai 





ИШ THE WEEK 


AFGHANISTAN 

Afghan guerillas shot down two Soviet 
transport aircraft, Western diplomats in Is- 
.lamabad said (Nov. 1). 


BANGLADESH 

About 2,000 opposition leaders and stu- 
dents demonstrated in Dhaka to call for a gen- | 
eral strike (Oct. 30). A minister’s car was 
stoned and several vehicles were burned dur- 
ing a six-hour general strike to demand an end 
to military rule, it was reported (Nov. 1). 


BURMA 

One of two Koreans captured in Rangoon 
following the bomb attack at the Martyr's 
Mausoleum.gave two false names and lied | 
about his background, government sources in 
Seoul said (Oct. 29). 


CHINA 
The London-based human-rights group | 
Amnesty International criticised China over 
the execution of criminals (Oct. 28). The pre- 
sident of the European Commission, Gaston 
Thorn, arrived for an official visit (Nov. 1). 


HONGKONG | 

The Sino-British talks are being conducted | 
in a sensible and friendly atmosphere, British 
Foreign Office Minister of State Richard 
Luce said (Oct. 31). 








| areas which the Burmese army finds 


HANOI'S HELPING HAND 


troops over the past year in their 
traditional jungle strongholds near 
the cities of Surat Thani and Nakhon 
si Thammarat. Now, the Thais are 
trying to stop displaced guerillas 
from moving north for two reasons: 
to cut them off from any strategic 
link-up with their colleagues 
opening ® the narrow strip of Thai 
territory along the western coast of 
the Gulf of Thailand, and to keep 





| them away from the long, remote 


Burmese border, across which they 
could possibly find sanctuary in . 


difficult to control. 


The disappearance of the United 
States-owned oil drilling ship 
Glomar Java Sea south of the 
Chinese island of Hainan has 
resulted in some unusual contacts 
between Peking and Hanoi. It has 
been learned that Vietnam has 
responded positively to China's 
Е for help in searching for the | 
vessel and its 81 crewmen. 

Vietnam’s readiness to cooperate 
has come as a pleasant surprise to 
Peking, not only because of the two 
countries’ frigid relations but also 
because of Vietnamese objections 
to China unilaterally awarding 
offshore oil-exploration blocks to 








INDIA 

Sikh extremists shot two people dead in 
Punjab during a visit by Prime Minister Indira 
Gandhi. Police. arrested 200 Tibetan exiles 
who attempted to storm the gates of the 
Chinese Embassy in. New Delhi to protest 
against border talks between China and India 
(Oct. 29)..: 


INDONESIA 

More than 600 Vietnamese boat people ar- 
rived in Indonesia; a-United Nations official 
said (Oct. 26). 


JAPAN 
West German Chancellor Helmut Kohl ar- 
rived on ай official visit (Oct. 31). 


MALAYSIA 

Bank Bumiputra Malaysia set up a 
supervisory committee to monitor and 
supervise the decisions of its Hongkong sub- 
sidiary Bumiputra Malaysia Finance (Oct. 
26). d 





PAKISTAN 


Two lawyers started a 24-hour hunger 
strike in Karachi in a campaign to an the | 
seven tto hold glections (Oct. 29). 


PHILIPPINES — 
About 8,000 women led by Benigno 


i 


Japanese Prime Minis 
Nakasone is taking an 


Ronald Reagan 
November 
been over: 
so-called s 


outside Т okyo. He wa 
the friendship which bega 
when Nakasone ‘officials 


by a prime minister over 
presidential y visi 


bomb ereloon at Ran; 

San Mausoleum on. Octob ) bea 
the same date as the one used for 
bomb attack in September ag 


| the US Cultural Centre in Ta. 


South Korea, according to | 
diplomatic sources. This is seen b 
Seoul as further evidence of Nort 
Korea's involvement in the i 
top Sout bombing, which killed 
top South Korean officials. 


Aquino’s widow, Corazon, marched thro 
the centre of Manila demanding the release of 
all political detainees (Oct. 28). President 
Ferdinand Marcos said that under the succes 
sion system, the prime minister would 

over inthe event of his death or incapacitati 
(Oct. 31). 


SINGAPORE 

A British naval task force headed by 
aircraft carrier Invincible arrived (Oct, 2¢ 
The president of the European Comm 
Gaston Thorn, met Foreign’ Ministe 
Dhanabalan (Oct. 30). 


SOUTH KOREA 

The United Nations Command alleged 
the North was involved in the recent bomb a 
tack in Rangoon in which four South Korean 
cabinet ministers were killed, it was reported 
(Oct. 31). 


THAILAND 

Opium warlord Khun Sa wrote to Thai au- 
thorities threatening to attack government of- 
fices near the Thai-Burmese border if the 
Thais continue to harass him, the Bangkok 
Post reported (Oct. 30). The president of t 
European Commission, Gaston Thorn, held: 
talks with Prime Minister Prem Tinsulanond. 
and Foreign Minister Siddhi Savetsila ( 
31). 








Reagan with Nakasone at the Williamsburg summit; anti-protectionist protest in Tokyo: more than image-building. 
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Reagan will stress global security issues in Tokyo and Seoul 


Pacific partnership 


By Richard Nations 

Washington: United States President 
Ronald Reagan will stress a new vision of 
partnership with the Pacific on his visits to 
Japan and South Korea, despite events 
from Manila to Tokyo that sour the politi- 
cal climate in Asia for any major presiden- 
tial demarche. The original five-nation 
Asian tour was scheduled five months ago 
to underline the Pacific as a peaceful, 
prosperous and stable region of the globe 
which — in clear contrast to the conflict- 
ridden troublespots of Central America 
and the Middle East — is largely friendly 
to the US. 

Since then, however, the turmoil in the 
Philippines following the assassination of 
Benigno Aquino has caused Reagan to 
drop the entire Southeast Asian leg of his 
journey — Manila, Jakarta and Bangkok 
— while the Soviet destruction of a Ko- 
rean Air Lines Boeing 747, and the ter- 
rorist bombing in Rangoon which deci- 
mated the South Korean cabinet threaten 
to lend a heightened sense of East-West 
tension to the visits to Tokyo and Seoul 
which the original White House script 
sought to play down. Not the least worri- 
some, Reagan is likely to land in the mid- 
dle of the severest political test for 
Washington's main Asian ally, Japanese 
Prime Minister Yasuhiro Nakasone, un- 
less a compromise can be worked out over 
former prime minister Kakuei Tanaka's 
resignation from the Diet, or parliament. 

On top of all this, the US invasion of the 
tiny Caribbean island of Grenada has 
caused Washington to replace Moscow as 
the latest target of international censure, 
raising questions about US leadership em- 
barrassing even to Washington's best 
friends in Asia. 
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The strategy for the original trip turned 
on the link between Indonesia — a suc- 
cessful and non-aligned Third World 
power — and Japan, Asia’s industrial 
giant and a key American ally. The combi- 
nation lifted the Reagan trip outside the 
bilateral and security framework of past 
presidential visits, linked Southeast to 
Northeast Asia and gave the whole a 
broad Pacific sweep. 

Reagan intended to stress the Pacific 
Basin theme in every capital he visited, 
pointing to the dynamism and maturity of 
free-market economies in the Pacific 
cooperating under a US guarantee of a 
stable power balance and open interna- 
tional markets. Deference to Asean was 
to be ensured by visiting Southeast Asia 
first, in order to allay latent fears of US- 
Japanese dominance in the Pacific. Peking 
was purposely left to a separate presiden- 
tial trip next April — another sign of the 
Reagan view that China has for too long 


| dominated Washington's Asia policy. Fi- 


nally, the trip was intended to present a 
good image of Asia to the US public. 


he assassination of Aquino, however, 

shattered the grand design. The White 
House dropped Jakarta and Bangkok to 
keep Reagan out of Manila, while avoid- 
ing the appearance of abandoning Philip- 
pine President Ferdinand Marcos. But 
this only left Indonesia's President 
Suharto bitter that Washington was pre- 
pared to sacrifice his face to save Marcos’ 
and that in the crunch the US puts more 
store by its military facilities in the Philip- 
pines than good relations with Asean. 

Reagan officials trust that in time 
Jakarta will come to realise that all of 





Southeast Asia has a stake in stability in 
the Philippines, that Reagan's interest in 
Asean is genuine and that a visit can be 
rescheduled. This, however, raises the 
sticky problem of timing. The demands on 
the president's campaign-year schedule 
prohibit a separate visit to Southeast Asia 
before the November 1984 presidential 
elections. But the Indonesians do not wel- 
come a Reagan visit to Jakarta on his way 
to China in April. Indeed, even Reagan's 
Asian specialists say that attaching South- 
east Asia to China in the same itinerary 
would transmit the wrong message en- 
tirely. 

Dropping Jakarta also removed the na- 
tural platform for floating Pacific Basin 
balloons. Reagan officials realise that any 
initiatives from the US or Japan to for- 
malise the Pacific Basin community are 
destined to backfire. But Washington 
would eagerly endorse any initiatives 
coming from within the region, and a main 
thrust of the president's private meetings 
was to sound out such a possibility. The 
president's advisers were only divided on 
how far to go to overcome Suharto's own 
apprehensions of a Pacific community by 
putting him at the centre of it. 

And dropping Indonesia increases the 
burden on Reagan's visit to Tokyo, since 
Japan is not the ideal forum for an Ameri- 
can president to launch a Pacific-wide po- 
licy. But the White House rejected the 
safe option of narrowing the Japan and 
South Korea visits to purely bilateral is- 
sues as essentially meaningless and bor- 
ing. 

Instead Reagan's speech to the Japan- 
ese Diet will stress the global impact of co- 
operation between the world's two largest 
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economic powers. Reagan, with his blend | phasising that Japan сап meet its responsi- 


of flattery and admonition, will present 
Japan as a mature, modern society which 
has prospered from the post-war order 
and so shares a responsibility for preserv- 
ing it. This is intended to achieve three 
goals: 

» Totranscend the "beef-and-citrus" syn- 
drome — which overblows trade conflicts 
and leaves the wider relationship often at 
the mercy of zealous trade bureaucrats — 
but, at the same time, play down the fact 
that most trade problems will remain un- 
resolved'by the time Reagan arrives. 

» To encourage the long-term liberalisa- 
tion of Japanese capital markets and inter- 
nationalisation of the yen as examples of 
the underlying complementarity between 
Japan as the world's major capital-surplus 
economy and the US as its largest and 
most open market. 

» To step gingerly over the politically 
explosive bilateral economic issues at а 
moment when Nakasone is moving into 
elections. Too much pressure from the US 
could tilt the balance in the ruling Liberal 


Democratic Party against him. 
Re views Nakasone as his primary 
political ally in Asia, and the White 
House accordingly has decided that the two 
should cooperate first to help get each 
other elected. Therefore, the ideal mo- 
ment to tackle the beef and citrus complex 
is next spring, after Japan's lower-house 
elections and during the US presidential 





campaign. 
Security issues will be handled with no 
less concern for their impact on 


Nakasone's political base. The Reagan 
administration sees a strategic role for 
Japan in the western Pacific, just as 
Nakasone thinks self-defence capability is 
essential to national pride. Nonetheless, 
little of this will be stressed in public; nor 
will too much be made of the Soviet mili- 
tary threat and military build-up in North- 
east Asia. 

Instead, Reagan and Nakasone will 
strike.a posture of statesmanship, em- 
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bility tO peace through an active foreign 
policy. This is a compromise, butit serves 
Nakasone, since — unlike an enlarged 
military — clear-cut positions on interna- 
tional issues have no direct budget costs. 
By the samé token, many Reagan officials 
appreciate that a demonstration of 
Japan’s desire to identify with the Western 
alliance can be as effective as new 
weapons systems in countering any politi- 
cal intimidation that may accompany 
Moscow's growing military presence in 
the region 

Arms control will be the centrepiece of 
Reagan's Diet remarks on Japan's global 
security role. Nakasone's campaign to 


focus world attention on Siberian-based | 


SS20 intermediate-range missiles provides 


an excellent example, from Washington's 
point of view, of Japan as world states- 
man. Nakasone was persuasive at the mid- 
year Williamsburg economic summit in 
urging the “unity of the West," thus giving 
Reagan leverage over the Europeans to 
endorse а public declaration on the 
Geneva arms talks 

Nakasone also has used the issue to en- 
hance Japan's voice in Asia on sensitive 
security matters. His call for no com- 
promise in Geneva at the expense of 
Asian security has gained tacit support 


from all Asian nations that are potential | 


targets in the 5,000-km. range of the 108 


| 


satficming a commitment 





Siberian-based missiles. Moreover, Mos- | 


cow and Washington appear recently to 
have Come closer to agreement on the 
Asian dimensions of the Geneva talks 
(REVIEW, Nov. 3) than any others — a 
development which demonstrates that 
Japanese muscle is effective beyond the 
realm of trade. 

Reagan's visit to the demilitarised zone 
on the Korean peninsula was originally 
conceived as an effortless public ritual to 
reaffirm the US commitment to South 
Korea's security. But it now comes at a 
pivotal moment, when the nation 
struggling to overcome a sense of impo- 
tence and isolation after two acts of vio- 





is | 


| 
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mitments on clecthas while underscoring 
how important a fwaceful transition of 
power in South Koreais to the US 










Ta public embrace of Chun puts Rea- 
gan In a strong position press for po- 
litical liberalisation, while the lessons of 
the Philippines give Reagan strong in- 
centive to do so. The Reagan visttwill also 
emphasise that Washington is on, good 
terms with both Seoul and Tokyo, which 
in turn are on good terms with each other, 
This has rarely been the case. In the short 
run, the Reagan visit is expected to con- 
solidate this goodwill into a durable trend 
favouring the US. 

In the longer term, the Reagan admin- 
istration intends to transform its defence 
relations with both Japan and South 
Korea from the unilateral security guaran- 
tee it provided for the past 30 years to a re- 
lationship of "mutuality." The growing 
Soviet Pacific Fleet is vulnerable to 
being bottled up in the Sea of Japan if 
Japan and South Korea cooperate to 
block the straits within their territorial 
waters. This gives “self-defence” by 
Washington's two Northeast Asian allies 
a Strategic dimension by complicating 
Soviet military planning in the Pacific and 
easing movement of the US 7th Fleet 

These aspects of Northeast Asian sec- 
urity will be confined to Reagan's private 
meetings. Little attempt will be made to 
explain the strategic dimensions of self- 
defence, particularly in Japan, where it is 
likely to fuel the debate over whether the 
US alliance is greater security or a greater 
threat. Reagan’s instincts will be to store 
up goodwill on the visit but play down the 
most sensitive issues of security Ir] 
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of н tension and соп rontation: 

he North in the wake of the Soviet 
ning of a South Korean airliner in 
September and the bombing in Rangoon 
that decimated President Chun Doo 
; % cabinet on October 9. 
uth Korea officially 
masterminding the bombing ‘attack, 
hy it believes, was intended to kill 
n and provoke political ‘unrest in the 
South. Shortly after the incident, North 
ап troops fired hundreds of shells 
‘oss the demilitarised zone (DMZ). 
h tension on the rise, the 600,000- 
iber South Korean army has been 
erted along the border, which is also 
ly guarded by some of the 39,000 US 
ound troops stationed in the South. 
North Korean broadcasts have termed 
сарап visit a provocation. Following 
recent bombing attack against the US 
ultural Centre in the provincial capital of 
Taegu — the government blamed this at- 
ck on espionage agents infiltrated from 
'yongyang -— security precautions have 
been tightened on major American instal- 
ations, including the US Embassy in 
Seoul. South Korea, in short, is in dire 
need of a strong statement of political and 
military support from the US. Reagan, 
during his three-day visit beginning on 
November 12, will offer that support in 
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many 


| port domestically and on the security front 


he form of a strong reaffirmation of the 
US security commitment to the South, 
--Chun and Reagan will hold two rounds 


"of talks at the Blue House (Chun's execu- 
tive mansion). and their discussions will | 


centre on the key issue of strengthening 
the South's deterrence capability. Reagan 


| is expected to emphasise US resolve to | 


continue to maintain American troops 


fence-modernisation programme, Ab 
though the emphasis will be on strength- 
ening joint military preparedness, Chun 
will explain the South's basic willingness 
to seek resumption of inter-Korean peace 


talks that have been suspended since | 


1973. 

Reagan will seek to assure Chun that 
Washington will not respond to Pyong- 
yang's overtures for a direct dialogue 


without involving Seoul. Although the US | 
State Department has recently instructed | 
its diplomats not to rebuff friendly ap- | 


proaches by North Koreans at cocktail 


rounds in Moscow and other capitals, itis | 
basically sceptical of Pyongyang's inten- | 


tion to reduce tension and come to the 
peace table. 

On the longer-term issue of detente be- 
tween the two sides, 
Seoul are committed to the formula of 


cross-recognition of the two Koreas by | 


their respective superpower backers. 
North Korea, however, has not dropped 





ask in the extra- 


| cials into resolving as many pending issues 


"US and 
n an in- 
x mind if 
soars O 
year or that | 
tw Reagan as a trigger- 


Washington and | 


ignali ing the impor: 


wives. “they will be sig 
the ‹ ott her. That rec- 


nce ofeach natio 
| ognition will provid 
theif. lessti-ranked 
outs nding bi 


| factor, but inthe defence area, 
| significant progress [by Japan] is continu- 

ing. 
| Reagan’ $ visit has goaded Japanese offi- 


| as, they can before he arrives. On October 
31, US and Japanese officials: reached 
agreement on a fourth year of so-called 
voluntary restraint on Japanese vehicle 
© Shipments to the US at a level of 1.85 mil- 
lion units, up from the current 1.68 million 
ceiling. The cabinet recently ша а 
| package of measures aimed at stimulating 





its opposition to this formula, which, it 
says, goes against its claim of “one Korea” 

under a confederal republic. The idea of 
| cross-recognition was. first proposed in 
1975 by the then secretary of state, Henry 
Kissinger. In the summer of 1979, during 
then president Jimmy Carter's visit here, 
the US proposed tripartite talks involving 
Seoul, Pyongyang and Washington. 

With global confrontation now begin- 
| ning to affect the Korea question, these 
formulas have lost their lustre. The focus 
will be on the more hawkish proposition to 
beef up the South’s defence. Therein lies 
the key factor of Reagan’s security re- 
affirmation. 





| 
| 
| 
| he two leaders will devote consider- 
able attention to bilateral economic 
issues, including trade, South Korea is 
the US’ eighth-largest trading partner, 
| while the US ranks as South Korea’s 
| biggest export market. Their two-way 
| trade last year amounted to more than 
| US$12 billion, with the balance slightly in 
| favour of Seoul. But more and more South 
Korean, light industrial goods, such as 
| electronics, iron and steel and footwear 
| have met with growing US protectionist 
| barriers, so much so that nearly half the 
| exports to the US are now affected by 
| quotas, import restrictions and so оп. 
| Conversely, the US would like to see 
| South Korea further open up its markets, 
| particularly to high-technology items such 
| as personal computers and optics. The 
| Reagan administration has submitted a 
list of 32 items to which it believes Seoul 
ought to open its doors. Officials here say 
| they will agree to.a further import liberali- 
| sation with an automatic approval rate 
| reaching 90% in 1984. 
| With politics and strategic considera- 























ansfield and Nakasone: Japan is the linchpin. 





Representat "V il- 
liam Brock arrived 
in Tokyo on Octo- 
ber 28 to seal some 
of these agreements 
and to pressure the 
government on the 
issues which cannot 
be settled before 
Reagan arrives. 
Among the latter 
are the expansion of 
quotas on imported 
beef and citrus and 
the purchase Бу 
Nippon Telegraph 
and Telephone Pub- 
lic Corp. of an Ame- 
rican telecommuni- 
cations satellite. 
The Japanese have 





the domestic economy, encouraging im- | 
ports and trimming some of Japan's siza- | 
ble two-way trade surpluses (REVIEW, 
Nov. 3). The package is not likely to ac- 
complish any.of those things, but it repre- 
sents yet another pre-visit gesture by 
Tokyo. 


tions dominant, however, economic issues 
— including an improved investment cli- 
mate — are likely to be resolved without 
too much fuss. The government is hastily 
rewriting investment regulations to re- 
duce various reporting requirements for 
foreign investments of up to US$3 million 
or equity investment of up to 50% in local | 
e projects. 

The highlight of the visit will be on the | 
domestic side. With the government hop- 
ing to mobilise more than 2 million people 
to welcome Reagan and his party, the trip 
is certain to be used to boost Chun's sag- 
ging prestige at home.. A special relation- 
ship has evolved between the two leaders, 
stemming from Reagan's decision to wel- 
come Chun shortly after the US leader's 
inauguration in January 1981. Chun was 
thus the first foreign head of state to be re- 
ceived by the Republican White House. Tt 
was vital support for the retired army gen- 
eral, who was desperately struggling to es- 
tablish his political legitimacy at home. 

In private discussions, however, | 
Reagan is expected to press quietly for po- | 
litical liberalisation here. His unqualified 
support for Chun has given rise to in- | 
creased anti-American sentiment among | 
the nation's intellectuals and students, 
who in turn want US support for a quick 
restoration of political democracy. 
Reagan has no plan to meet any opposi- 
tion leader, though a prominent opposi- 
tion figure, Kim Young Sam, has express- 
ed a wish to talk to him on the country’s 
democratisation. But he will, diplomatic 
sources say, mention this concern in a 
speech at the National Assembly, which 
he hopes to use to hammer home the im- 
portance of developing the system of poli- 
tical plurality in a country perpetually fac- 
ing communist threats. 
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opposed American 
demands on both counts, leaving any com- 
promise to be achieved after the Reagan 
trip. 

“We don't see the two leaders engaged 
in any form of bargaining," said one Ja- 
panese Foreign Ministry source. Mans- 
field indicated that bilateral issues will be 


JAPAN 


поп; 








DS 


South try 
debt, talks with the Soviet Union on limit- 


ing nuclear arms, the Korean peninsula 
and the threat posed to the free-trade sys- 


tem by protectionism. 

Foreign Ministry officials declared 
frankly that one of the objectives of the 
visit was to impress the Japanese people 
with “the charming personality” of 
Reagan. They conceded that Reagan's 
predominant image among many Japan- 
ese is that of a hawkish superpower 
leader, an image they hope will be im- 
proved by his visit. It is not clear how this 
will be achieved, since the Japanese public 
will see the president only on TV, while 


some 20,000 policemen and other security 


men keep Japanese citizens at a safe dis- 
tance from him. 


The Japan visit looms larger now than 


when it was part of the original five-nation 
tour, including the Philippines, Indonesia 
and Thailand. And that is just what Mans- 


field thinks should happen. “The main 


thing the Japanese want is a visit by the 
president,” he said. “And the linchpin of 


the whole Asian visit was the visit to — 
— MIKE THARP 


Japan.” 





Business as usual 


Prime Minister Yasuhiro Nakasone defuses LDP criticism 
by asking Tanaka to give up his parliamentary seat 


By Mike Tharp 

Tokyo: Simply by meeting embattled 
former prime minister Kakuei Tanaka on 
October 28, Prime Minister Yasuhiro 
Nakasone has damped the fires of rebel- 
lion within the ruling Liberal Democratic 
Party (LDP) and refocused the party's at- 
tention on a politics-as-usual election stra- 
tegy. Although Tanaka remained unwill- 
ing to give up his Diet, or parliament, seat 
following his October 12 conviction in the 
Lockheed Aircraft Corp. bribery trial, the 
Nakasone-Tanaka meeting defused intra- 
party criticism of the prime minister for 
not at least seeking Tanaka's resignation. 

However, Nakasone is not out of trou- 
ble yet, and opposition-party protests 
over the Tanaka issue combined with LDP 
factional dissent will continue to harass 
him. But in practical terms, Japanese vot- 
ers will now be faced with the prospect of a 
general election late this year or early 
next. The conservative LDP is likely to 
close ranks to get its members elected, and 
the Tanaka affair will become only one 
among several election issues. 

In that case the opposition parties, 
which have been boycotting recent Diet 
sessions because of Tanaka’s refusal to 
resign, will be left only with what they call 
the political-ethics issue to play up during 
the elections: whether Tanaka should be 
forced out of the Diet. The LDP, on the 
other hand, will concentrate on reminding 


voters that it has been supporting bills to | 


cut taxes and raise wages for public em- 
ployees while the opposition refused even 
to attend the Diet. Higher public-employ- 
ee wages are supported by the LDP be- 
cause many of those workers historically 


have leaned towards the Japan Socialist — 


Party and Sohyo, the big labour-union 
federation, 
socialists. By favouring higher public-em- 
ployee wages, the LDP hopes to take 
some votes from the socialists. 

Nakasone has not yet announced his in- 
tention to hold a general election before 
MPs’ ordinary terms expire next June. But 
Diet offices are largely vacant as MPs 
journey to their constituencies to cam- 
paign. If those analysts betting on an elec- 
tion soon are correct, the prime minister 
will dissolve the lower house in December 
and call a general election of that body in 
the same month or in early January. Not 
everyone, however, is putting money on 
an imminent election. Political analyst 
Takuo Hayashi believes Nakasone will 
not dissolve the lower house and call an 
election as long as Tanaka refuses to step 
down. “If an election were held under 
those conditions, the LDP would lose 
many seats and criticism of Nakasone 
would rise," he explained. “Nakasone has 
emphasised that he does not intend to dis- 
solve the Diet and that people who are al- 


which also supports the 











ains RE to. iubes ballot and as 
ead of the LDP's second-lárgest faction, 
he must be won over for Nakasone to pro- 
ceed. In addition, the longer Nakasone 
aits before announcing his decision, the 
better the chances are that the LDP will 
erform well in an election. That is be- 
ай$е voters' attention might be diverted 
rom Tanaka to concern over economic is- 
es. 

Тһе prime minister, who was elected 
ust a year ago, may also be waiting for the 
latest survey results from newspaper polls 
n his popularity. Those results should ap- 
pear near the end of November, following 
ate visits by leaders of West Germany, 
he United States and China. 





























































ne MP recently conducted his own in- 
formal telephone sampling of voters in 
his Tokyo district. “The results show that 
_LDP candidates are not so weak and the 


re not so strong," he said. Historically, 
hose opposition parties have fared well in 
an districts, with the LDP's main sup- 
port coming from rural areas. This MP be- 
ieves the LDP may lose 10-15 lower- 
guse seats in a general election, but this 
uld still give it a majority over the com- 
ed opposition and control over Diet 


Opposition parties, true to their tradi- 
ion, have been waiting to react to LDP 
noeuvres rather than taking any initia- 
ive. But if the conservatives ram through 
he tax-cut bills during the opposition Diet 
icott, which appears likely, the other 
arties probably will introduce a no-confi- 
dence. motion for the Nakasone govern- 
ent, as well as their long-pending resolu- 
ion demanding Tanaka's ousting from his 
iet seat. . 
“As for Tanaka, he continues to refuse 
hát demand, which also has come from 
everal influential LDP faction leaders. In 
greeing to meet Nakasone, Tanaka 
mewhat weakened his own position, 
hough there have been no known defec- 
ns from the LDP faction he controls — 
he party’s largest. 
"In turn, Nakasone strengthened his 
Вапа. He quelled resistance from. within 
his party by showing himself in control, 
суеп if he was unable to persuade Tanaka 
to step down. It is problematic whether 
¿Nakasone really wants Tanaka's resigna- 
tion, however. “For Nakasone, the pre- 
беп! situation is best," said one Japanese 
political analyst. “If Tanaka resigns, and 
the head of his faction changes, the new 
сайег will want to be the next prime 
“minister, which means Nakasone would 
have a big rival." 
It seems, therefore, that Japan i is poised 
for a major election. The issues will be po- 
litical ethics versus economic livelihood, 
with the opposition concentrating on the 
first and the LDP on the second. If history 
provides any precedent, Japanese voters 
will be more concerned with the second. Bil 






Socialist and communist party candidates | 








Peking and New Delhi 


ath ir 


2 on how to approac! 


solving their longs ng border dispute 


By Mohan Ram 


New Delhi: India and China have taken а 
tentative first step away from their previ- 
ous rigid positions on their long-standing 


border dispute, which exploded into a | 


brief war in 1962 and has remained dead- 
locked since. During the latest round of 
the two-year-old border talks which ended 
on October 30, both sides claimed sub- 
stantial progress towards establishing à 
mutually satisfactory approach to solving 
the dispute, which is the only serious 
obstacle in their improved relations. 

The dispute, which dates back to 1959, 
has remained unsettled because each side 
has refused to budge from its position, and 
all past exchanges have been only. “talks 
on talks," rather than talks on substantive 
issues. China has maintained that there 
has never been any proper demarcation of 
its border with India, and that the dispute 
stems from British colonial rule in Asia, 
when borders were imposed on India and 
China. 

Peking claims that India occupies 
90,000 sq. kms of Chinese territory along 





The borde conflicting claims. 





the two countries' mutual border in the 
east and 2,000 sq. kms along their border 
in the central sector. In addition, China 
claims 33,000 sq. kms on the Aksai Chin 
plateau, which straddles the Sino-Indian 
border in the west. India's stand lias been 
that the border has been properly demar- 
cated, both by custom and tradition. In 
the east, India recognises the so-called 
McMahon Line as its boundary with 
China and claims it was legally established 
by treaty. China contends that it was not a 
party to the treaty and therefore it does 
not recognise the McMahon Line. 

Before the 1962 war, China was in con- 
trol of a large area in Aksai Chin and 
had even built a road through it linking 
Tibet and Xinjiang province. During the 
war, China advanced deeper into Aksai 
Chin, increasing its claim to.33,000 sq. 
kms of Indian-claimed territory. The war 
ended ‘with China’s unilateral ceasefire, 
but the Chinese.did not withdraw from 
ly acquired portion of this sector. 
















They did, however, pull out of the areas 


‘they had gained during the war in the east- 


ern sector. 

China is satisfied with the: current situa- 
tion on the ground, having secured its ac- 
cess to Xinjiang from Tibet via the Aksai 
Chin road. But India's position since the 
war has been that no.negotiations were 
possible until it had recovered every inch 


of its claimed territory occupied by the 


Chinese. It was nearly 20 years áfter the 
war before India would discuss the dispute 
with China. 


۲ the current series of talks, which be- 
gan in December 1981, each side reiter- 
ated its position and proposed its own set 
of principles to govern the border negotia- 
tions. China proposed a package deal 
whereby China would write off its claims 
in the eastern and central sectors, on соп- 
dition that India give up its claims in Aksai 
Chin. The Chinese proposal amounted to 
formalising the post-1962 status quo and 
was substantially the same as China’s offer 
before the war, though now it occupies 
the area it had’ only sought before the 
war. India is opposed to the status quo and 
wants to negotiate each sector’s border 
separately, taking into account the speci- 
fic aspects of each. This is the essence ofits * 
counter-proposal. 

At the fourth round of talks last month, 
New Delhi and Peking had: two ap- 
proaches before them. One was to try to 
distil one set of proposals from the two 


.| sets put forwatd, fitiding common ground 
. between them. Fhe other approach was a 


sector-by-sector examination, which the 
Chifiesé’ now were surprisingly willing to 
consider. But, finally, it was decided to 
begin with the first of the two alternatives. 

There was also agreement that histori- 
cal evidence, custom and tradition should 
be among the factors considered in solving 
the dispute. This is seen as significant be- 
cause the two had differed sharply on this 
in the past. Another point of accord was 
on the avoidance of force to settle the dis- 
pute. This could mean a Chinese willing- 
ness to negotiate the Aksai Chin area and 
vacate a part of it, perhaps that portion 
seized during the 1962 war. Although it 
was broadly agreed that "geographic fea- 
tures" should also be а consideration in es- 
tablishing à common border, there were 
differences on which features — river val- 
ley, watershed or mountain crest — 
should be emphasised. The negotiators 
also agreed that each side should examine 
the other's proposals. ; 

All this augurs well for an” agreed 
framework. of negotiations «at the-next 
round of talks, tentatively scheduled for 
early next year in Peking. Both sides seem. 
to be keen on accommo a 






















always surrounds you with distinctive style. And 
@ SEOUL soon we'll have two new hotels—in Brisbane (1984) 
2 and a second hotel in Singapore (1985). 
TOKYO When you stay with Sheraton, you know 
you’re staying with the best. 

ARENA For reservations at any of the more than 430 
enun B Sheraton Hotels worldwide, call your Travel 

BANGKOK ® e Agent or call Sheraton at: 
۰ Hong Kong 3-723-3535 Manila 50-60-41 
KE Эм E Tokyo 264-4270 Bangkok 233-5160 
Osaka 314-1019 Sydney 231-6677 


€ NEPAL HONG KONG 
TAIPEI® 


one test BRISBANE Seoul 442-8211 Australia toll-free 
Eas (1984) Singapore 235-4941 008-222229 
e Auckland 793-509 


|j AUCKLAND 
entertainment, PERTH 


° 
the finest in food т © SYDNEY ROTORUA 
and drink at a superb 
variety of restaurants, and - 
some of the most comfortable accommodations 
you've ever had the good fortune to come back to. © 


In twelve hotels throughout Southeast Asia, the Hotels 
Orient, Australia and New Zealand, Sheraton Sheraton 





The Sheraton Walker Hill in Seoul: An elegant encounter with chance at the Crystal Room Casino. 
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General Electric technologies 
T give you the power 
› manufacture essential goods 














“Modern manufacturing facilities. They're vital to 


— . the development of an industrialized economy. 


They produce the goods needed to satisfy domestic 
growth and stimulate world trade. 

General Electric technologies provide a wide 
range of system and equipment options which can 
help a nation realize the full potential of its manu- 
facturing capabilities. 

GE technologies give you the power to generate 
and distribute electricity. GE options for reliable and 
efficient on-site power generation range from gas tur- 
bines and steam turbines to combined-cycle systems 
that blend the best of gas and steam technologies. 

To bring power to the point of use, GE provides 
complete in-plant distribution systems. Switchgear, 
transformers, panelboards, circuit protective 
equipment. | 

GE technologies сап also provide you with some of 
the most sophisticated equipment in use today to 
achieve higher levels of manufacturing productivity. 
Solid-state drives and controls that provide smooth, 
adjustable power for everything from conveyors to 
electric lift trucks. And GE computer controls for 
machine tools designed to be operated with push- 
button ease without extensive operator training. 

One recent product of GE technologies: a com- 
plete, factory-assembled power control room that 
handles all necessary power functions. 

GE technologies give you the products, compo- 
nents and materials you need inside and outside of 

















your plant. Lighting units with computer-designed = 
optics that can reduce power costs 30%. High effi- 
ciency motors and controls-that can be incorporated. 
into everything from. business machines to consumer 
goods. GE diesel-electric switching locomotives for 
efficient materials handling. And GE man-made 
materials ranging from carbide cutting tools to 
engineering plastics. 

Through experience gained in thousands of 
installations around the world, General Electric pro- 
vides the technical expertise to help you design and © 
install the optimum mix of equipment and systems 
to meet your needs and to train your personnel. 

General Electric also services what it sells 
through a worldwide network of 9600 engineers and 
technicians who are available anytime, anywhere 
to meet your maintenance and repair needs. 

As the world's largest and most diversified 
electrical manufacturing company, General Electric 
has been a leader in advancing technologies for more 
than 100 years. And we're carrying out research and _ 
development programs worth $1.6 billion annually to 
maintain that position. 

GE technologies. They give you the power to 
manufacture essential goods that help make a 
nation self-sufficient. 

For full information, contact the GE Sales Office 
nearest you, or General Electric Company, Section 
50-181, 570 Lexington Ave., New York, N.Y. 10022, 
U.S.A. 
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Passengess vote 


Amsterdam Schiphol the best 
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Year after year, passenger surveys show that 
KLM's homebase Amsterdam Airport Schiphol 
is the best in Europe. 
From Schiphol you can fly to 169 destinations 
on five continents. 
Everything has been made easy. In transit, 
you need not worry about your luggage. 
It is transferred directly to your onward flight. 
Easy-access transfer desks are placed alongside 
the moving walkways. And there are over 40 


| : 
H transfer airport in Europe. 


` How is that 
possible 
with such an 
impossible name” 


duty-free shops in the customs area, offering the 
best bargains in Europe over a wide range of goods 
And all this under one roof. 

Fly KLM via Amsterdam. There's no other 
place where you can save so much time, money 
and trouble. Except when you come to pronounce 
the name of the airport of course. Р 

26000 


The Reliable Airline KLM 








The Best 


A the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
producing depend- 
able cars that generations 
have come to trust. And the | 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- | 
lity — a reflection of the very | 
best in a world of beautiful | 
cars. 








Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 


505 —-————-X 
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Sheraton Hotels 








WHERE STYLE SURROUNDS YOU 





No matter how far you travel, you'll be pleased 
to discover something refreshingly familiar; the 
Sheraton name. Around the world, it means 
dependable quality, unsurpassed service and the 
best amenities. That's Sheraton's style. 

In Seoul, our style surrounds you in a 24- hour 
casino and a magnificent theater-restaurant at the 
Sheraton Walker Hill. At the New Otani, it's a 
private, peaceful garden atmosphere in the heart of 
Tokyo. At the Sheraton-Hong Kong, it's 922 
completely renovated and redecorated rooms and 


suites. And at the Lai Lai Sheraton Hotel Taipei, 
it's accommodations of unparalleled luxury in 
Taiwan's largest hotel. 

For business travelers, staying with Sheraton 
means staying in touch with home and the world 
via 24-hour telex, news wires and newspapers 
fresh off the press. In central locations, close to 
major airports and business districts, we provide 
superior meeting facilities— complete with 
secretarial and translation services. For everyone, 
we've got pools, shops, tour assistance, top-flight 











L cms 
The New Otani in Tokyo: A beautiful view of classic, 400-year-old gardens. 
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SINGAPORE 


Stricter road signs 


As ground is broken for a mass transit system, the government 
imposes harsh new measures to curb private motoring 


By Lincoln Kaye 


j: is a problem that would be the envy of 
Singapore’s less-dèveloped neighbours 
— how to get an increasingly affluent 
population to forgo private-car ownership 
in favour of a cheap and efficient public 
transport system. The official response 
has consistently been to apply the fiscal 
brakes to the proliferation of cars while 
flooring the accelerator on public trans- 
port. Since mid-October the government 
has done both with an abruptness that has 
left many Singaporeans gasping. 

First came large increases in road taxes 
and car-registration fees. As moans 
mounted from the motoring public, Com- 
munications Ministry officials ostentati- 
ously broke ground for the city’s ambiti- 
ous Mass Rapid Transit (MRT) system 
amid a flurry of publicity about the sys- 
tem’s futuristic blandishments. But while 
waiting for the first MRT trains to run in 
1988, present-day commuters learned on 
October 21 that they will face additional 
delays and inconvenience as the bus net- 
work switches, within the next year, to an 
exact-change-only fare-collection system. 

Then the Housing and Development 
Board chimed in with fee increases of as 
enuch as 200% in its car parks, effective as 
of 1984. Other car park operators — pub- 
lic and private — promised to follow suit. 
A Communications Ministry task force 
subsequently undertook a review of the 
city’s taxi-fare structure, with the promise 
of some streamlining but also the hint of 
possible fare increases. On November 1 
came an overnight increase of nearly 20% 
in petrol prices due to snap government 
levies. 

Officials insist the tax measures are 
aimed at controlling traffic rather than 
raising revenue. “It could only happen in 
Singapore,” The Straits Times said in an 
editorial, that such an assertion could be 
made “with almost a straight face.” It 
complained: “No one objected because no 
one can.” Nor could anyone ask what 
would happen to the tax proceeds, the 
editorial added. In fact, the opposition 
Workers’ Party did raise the query, but it 
received no response from the govern- 
ment. 

It adds up to “a lot of stick and just a few 
shreds of carrot,” in the words of one dis- 
gruntled motorist. Critics said the taxes 
and parking-fee increases favoured the 
rich and would not succeed in trimming 
the island's car count. “Nobody is going to 
scrap a roadworthy car just because of 
higher taxes,” one reader pointed out ina 
letter to the daily Singapore Monitor. And 
the increases, he charged, make motoring 
all the more conspicuous a form of con- 
sumption, goading the Benz brigade into 
more, rather than less, car ownership. 
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In the Chinese-language press, with a 
relatively low-income readership, the let- 
ters were even more vocal against the po- 
licy. Commentators proposed alternative 
schemes such as taxing multi-car house- 
holds, tightening credit on car loans, 
lengthening the state-recommended ser- 
vice life of a car beyond the present 10 
years and taxing road-miles rather than 
engine displacement. But the government 
seemed unmoved by pleas for democrati- 
sation of the motorways. As Defence 
Minister Goh Chok Tong explained: "It is 
not our policy to ensure that every family 
owns a car. That is a luxury." 

Indeed, it is one that land-scarce Singa- 
pore can ill-afford. Some 15% of the is- 
land's space is already devoted to roads 
and car parks — the figure is as high as 





20% in the central area. The car popula- 
tion now stands at 180,000. If growth were 
compounded yearly at the 13.6% an- 
nualised rate recorded in the first half of 
1983, it would take less than three years to 
reach the 250,000 mark set as the satura- 
tion point by associate professor Philip 
Motha of the National University's build- 
ing and estate-management faculty. 
Beyond that level, *we will be in a serious 
jam," Motha predicted. 


ut Singapore is already in a jam — at 

least along some of the city's main ar- 
teries, as motorists can attest. And the 
MRT is the centrepiece of the city's re- 
sponse. To alleviate the notorious conges- 
tion along the main commercial corridor 
(and to net bargain bids on the bulk of the 
system's tunnelling work while the dol- 


, EN 


drums persist in the construction in 





i DET iority to 
its north-south line as the first phase of its 
three-pronged 70-km. route system. 

The gazetting of this initial phase has 
brought bidders swarming from around 
the world. A colour supplement to The 
Straits Times, to mark ground-breaking 
for the system on October 22. featured 
page after page of congratulatory adver- 
tisements by aspiring MRT-builders from 
the United States, Britain, France, West 
Germany, Scandinavia, Australia, South 
Korea and Japan as well as Singapore. 
The first 10 contracts attracted nearly 500 
tenders — more than 60 apiece for the civil 
jobs and more than 30 cach for mechani- 
cal/electrical contracts. 

Initial successes were scored by Japan- 
ese firms, whose prices undercut com- 
petitors. At the ground-breaking cere- 
monies, engineers from the Tobishima 
Corp. joined Singapore officials in toast- 
ing the MRT with sake. French-affiliated 
joint ventures also netted a couple of pre- 
stigious contracts by offering attractive 
financing packages. But on October 28, 
the MRT announced it had narrowed a 
field of 38 bidders for a city centre spur 
line down to a shortlist of nine, with 
neither a Japanese nor a French name on 
the roster. 

So impressive was the Phase I response 
that Singapore officials decided to solicit 
more bargain bids by moving along earlier 
than planned on Phase H, comprising the 
eastern and western arms of the network. 
Work on the two phases will now overlap, 
so that the whole S$5 billion (US$2.34 bil- 
lion) system should be completed by 1992. 

MRT design and construction will pose 
formidable technical obstacles, such as 
coffer-damming the Singapore River 
while excavation proceeds; tunnelling ina 
compressed-air environment to prevent 
subsidence of the heavily built-up surface, 
and walling in the air-conditioned station 
platforms to conserve energy in Singa- 
pore’s tropical heat. Social dislocations 
are also in store for residents along the 
route lines: their homes may be tunnelled 
under, bridged over or ploughed through 
with no more than two months’ notice, ac- 
cording to the new MRT Corporation 
Act, which went into effect on October 21. 

Some disruption of utilities and tele- 
phone service also seems inevitable — in 
fact the first unscheduled water cut-off 
due to MRT-related work hit residents of 
a crowded housing estate as far back as 
early September. Dust from the construc- 
tion will further cloud Singapore's air dur- 
ing dry weather. Convoys of lorries, cart- 
ing tunnelled-out dirt to the sea for dump- 
ing, will further snarl the highways. 

And the latest car-tax increases ensure 
that a higher percentage of Singaporeans 
will have to sit out the resultant traffic 
jams in buses, rather than their own cars. 
But the choice facing the republic is 
"either cars for everybody or homes for 
everybody," according to Communica- 
tions Minister Yeo Ning Hong. When it is 
completed, Yeo predicted, the MRT sys- 
tem “will help serve our transportation 
needs well into the 21st century." 
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INSURGENCY 


Suspicions on the border 


Tension mounts over the differences between Bangkok 
and Kuala Lumpur in handling defecting communists 


By Rodney Tasker 

Haadyai: A new factor has emerged in the 
Thai-Malaysian border equation, 
heightening the concerns of Malaysian of- 
ficials about Thai handling of guerillas of 
the Communist Party of Malaya (CPM). 
At issue is a spate of defections from the 
CPM, which has long used the dense, hilly 
jungles of southern Thailand as a com- 
paratively safe haven for its operations ac- 
ross the border in Malaysia. Kuala Lum- 
pur is not entirely satisfied that Thailand’s 
emphasis on defections, not military oper- 
ations, will be effective. 

The Thai military claims that for more 
than a year there has been a steady trickle 
of defections from both the CPM and its 
Marxist-Leninist breakaway faction, the 
CPM-ML. But while the Thais are proud 
that their policy of carrying out military 
operations to keep the CPM on the move 
— at the same time as persuading guerillas 


to surrender — appears to be working, | 


some Malaysian officials are not so 
sure. 

For more than a month, Bangkok has 
made announcements that a mass-defec- 
tion ceremony was to take place in the 
south, involving elements of the CPM, 
Muslim separatists and perhaps some 
Communist Party of Thailand (CPT) 
guerillas. At first, the ceremony was to 
have been held at the end of September, 
then in early October, and finally on 
November 2. The figure given by the Thai 
authorities for the number of defectors 
taking part in the ceremony has been 
around 500. While CPT defections have 





taken place regularly over the past year, 
this would be the first ceremony involving 
the CPM; naturally, it has been intriguing 
the Malaysians. 

For a start, the Malaysians suspect that 
the postponed ceremony was timed to 
coincide with the annual Thai-Malaysian 
general border committee meeting, held 
in Bangkok. The Thais have been anxious 
to prove to the Malaysians that they are 
seriously trying to eliminate the CPM pre- 
sence in Thai territory, countering long- 
standing criticism from Kuala Lumpur 
that though the communists are a common 
enemy, the Thai military has adopted the 
attitude that the CPM are *your enemy, 
not ours." 


t the meeting, Malaysian concern 
over the defections was obvious. 
Malaysia's chief delegate, Deputy Prime 
Minister and Home Affairs Minister 
Datuk Musa Hitam, called for caution in 
approaching the defection issue. A joint 
statement after the meeting said that 
"more concentrated and coordinated ef- 
forts were needed" in tackling the CPM. 
The Malaysians are keen to know who the 
defectors are — in particular, whether 
they are Malaysian or Thai citizens. At 
last year's general border committee 
meeting in Kuala Lumpur, Musa bluntly 
drew the Thai delegation's attention to the 
fact that many Tt is were joining the 
CPM. 
In fact, CP* ors would constitute 
a small minority at the ceremony. Most of 





those taking part would be Muslim 
separatists. One estimate had it that only 
about 40 would be from the CPM. But 
some of these would undoubtedly be 
former members of the CPM-ML, a factor 
which is of great interest to the Malaysiane 
because this group — which broke away 
from the main CPM 14 years ago and is 
now estimated to have around 300 mem- 
bers — is generally younger, tougher, 
more dedicated and therefore more 
dangerous than those in the CPM 
mainstream. 

Thai troops are currently moving 
against the CPM-ML in their jungle 
sanctuaries in Yala province bordering 
Malaysia. The faction is now thought to be 
particularly active in the province’s Be- 
tong Salient, a tongue of territory licking 
into Malaysia, and the traditional home of 
the СРМ” largest and most seasoned unit, 
the 12th Regiment. Sometimes the two 
factions clash violently. 

It is also known that a substantial 
number of guerillas in the CPM-ML are 
Thais. And nearly all the CPM defectors 
who have been acting as guides for the 
Thai military in their campaign to locate 
and attack CPM base camps over the past 
year are thought to be Thais. Therefore, it 
would be reasonable to assume that many 
of the CPM defectors taking part in the 
mass ceremony would be Thais, rather 
than Malaysians. 

This again is of interest to the Malay- 
sians. In theory, any Malaysian CPM 
guerillas the Thais capture are supposed 
to be handed over to the Malaysian au- 
thorities. But defectors are given amnesty 
with promises of money and land. The sys- 
tem should work smoothly when the de- 
fectors are Thai, and many have simply re- 
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Why Captain Schnee 
could never be fu 





When Captain Schneeberger look- 
ed longingly at the cockpit of the 
DC-3, he was a bright boy of 10. 
That was in 1950. 

When Captain Schneeberger 
climbs into his cockpit today, it’s 
the cockpit of a DC-9-81. And the 
DC-3 has long since travelled to 
a museum. 

However, that's the way it is: 
aircraft themselves are certainly 
fast, but so is the speed at which 
they develop. And Swissair isn't 
entirely uninvolved in their devel- 
opment, either. 

For example, the B-747-357: this 
largest of all Jumbos is the result 
of a long list of special requests by 
Swissair and was built in close co- 
operation with Boeing. It was de- 
signed entirely in accordance with 
Swissairs principle of offering 
passengers a maximum amount of 
space and not carrying a maximum 
number of passengers. And that 
applies not only in the First Class 
but also in the Swiss Class, where 
there are 9 seats per row instead of 
the usual 10. 

Or the DC-10-30: we were the 
first airline in the world to have it 
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converted into the ER (extended 
range) version with extra tanks. 
This enables us, for example, to fly 
non-stop between Switzerland and 
Bombay or Colombo or Rio de 
Janeiro. And we've fitted its First 
Class compartment - like that ofthe 
B-747 - with Slumberettes, seats 


which are adjustable at the push of 


a button and on which you can 
stretch out full length. 

Or the DC-9-81: thanksto several 
special requests by Swissair, this has 
become one of the most comfor- 
table of all short-haul aircraft. We 
have five instead of six seats per 
row, theair-conditioning, insulation 
and pressure equalization are even 
more effective, and elegant leather 
seats give the First Class an even 
greater degree of comfort. 

Or the A310 Airbus: it offers 
wide-body comfort on short- and 
medium-haul routes and has the 
most functional cockpit a pilot can 
find in a passenger aircraft. And 
even those who don't fly in it can 
benefit from its. advanced technol- 
ogy: the Swissair A310 Airbus is 
even quieter than is required by the 
most stringent noise regulations. 
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berger’s boyhood dream 


Or the A310-320 we've ordered: 
this advanced version of today's 
Airbus has a much bigger tank 
capacity which will make it into à 
standard medium-haul aircraft with 
increased range. 

And the progress is continuing: 
we're already co-operating with the 
manufacturers on plans for even 
more efficient, more comfortable 
and environmentally more bene- 
ficial aircraft which are due to start 
entering service at the end of the 
eighties. 

But one thing still remains the 
same today as it was 33 years ago: 
the way the boys gaze after our air- 
craft as they take off from Zurich 
or Geneva for one of the 99 desti- 
nations dotted around the world, 
and the dreams which they dream 
as they do so. 

And which - as far as the air- 
craft are concerned - will no doubt 
have to remain dreams for ever. 





EJ 


° e ру 
swissair .. 


31 


3 


| 


A 


| 


A 













to in- 


to he а. 1 g 
ormed observers, the system is lax and 





many do not bother to turn up for required 


re-education sessions. 

It is the Malaysians among the defectors 
who could prove problematic. According 
to diplomatic sources, a CPT leader who 
surrendered to the authorities in the pro- 
vincial capital of Surat Thani last year told 
military interrogators that he knew of a 
number of CPM leaders who would be 
willing to defect if conditions were right. 
These included being allowed to keep 


- their arms, which is unacceptable to the 








Thais, and also that they be given Thai 
citizenship. 

According to military sources, the Thais 
have since been in contact with several 
CPM leaders who have indicated their 
willingness to defect. But lower-ranking 
CPM cadres have opposed such a move. 
And the question of Thai citizenship for 
Malaysian defectors is apparently still un- 
resolved. 

Malaysian officials reportedly gave 


_ Thai representatives a verbal assurance 
that they would leave it to Bangkok to de- 


cide the destiny of Malaysian CPM defec- 
tors. If the guerillas were returned to 
Malaysia they would probably be treated 
as captured communists. But one of the 
main problems inhibiting the Thais in any 
scheme to grant citizenship is the risk of 
upsetting Thai residents in the south. 

The Thais and Malaysians take a funda- 
mentally different approach towards the 
problem posed by the estimated 1,300 
(but possibly fewer) CPM guerillas based 


p in southern Thailand. The Malaysians 


tend to favour sweeping the guerillas from 


















Bala Village, Yala: He was no more 
than a boy, yet he was a six-year veteran 
of the Communist Party of Malaya Mar- 
xist-Leninist (CPM-ML) — the most ac- 
tive and ideologically dedicated faction 
in a communist insurgency pledged to 
overthrow the Malaysian Government. 

Pao Si, a 19-year-old Thai, was stand- 
ing in the middle of a jungle clearing in 
the Yaha district of Yala province in 
southern Thailand a few weeks ago, talk- 
ing to Thai army troops he was about to 
lead to the camp of his former com- 
munist comrades. He was very nervous, 
as well he might have been: he had been 
awakened only a few hours earlier in his 
home by a Thai army officer who told 
him he was going to be helicoptered into 
the jungle to act as a guide. 

Pao Si was reluctant to talk as he 
watched two Thai helicopter gunships 
spraying the surrounding jungle with 
machinegun fire. But, through a Thai in- 
terpreter, he told this correspondent he 
had joined the communists at 13 “be- 
cause of my friends.” He described his 





The boy veteran 


Thai troops rely largely on defecting insurgents 
to locate guerilla camps in the southern jungles 





possible. Guerillas who defect in Malaysia 
also go through a prolonged period of 
what is euphemistically called rehabilita- 
tion. 


major Malaysian complaint about 

Thai military operations against the 
CPM is that rarely are any guerillas killed. 
The Thais reply that capturing CPM camps 
in remote parts of the jungle — and a 
number of camps have been seized by 
Thai troops over the past year — is a 
painstaking exercise. The Thai policy ap- 
pears to emphasise persuading the com- 
munists to surrender while making life un- 
comfortable for them by means of military 
operations. Once guerillas have defected, 
the Thais tend to allow them to live in 
peace. The Malaysian attitude, by con- 
trast, is more “once a communist, always а 
communist.” 

Defections from the CPM appear to be 
in small numbers, rather than whole units 
as has been the experience with CPT sur- 
renders in northern Thailand. The CPM’s 
camps appear to be better organised, with 
tighter discipline and more thorough 
training than the CPT, making it more dif- 
ficult for guerillas to defect. So the likeli- 
hood of wholesale defections is doubtful 
at the moment. Most CPM fighters sche- 
duled to take part in the defection cere- 
mony have reportedly been out of the 
jungle for some months. 

The Thai campaign against the CPM 
only began in earnest following the ap- 
pointment of Gen. Harn Linanond as 4th 
Army commander in 1981. Apart from 
patrols in the jungle, military and civilian 


unit as the 15th Regiment of the CPM- 
ML, Special Forces. There were about 
200 guerillas in his unit, all, like him, 
Thai Muslims except for the comman- 
der, one Ayo Ago Avi, who was a 
Chinese Malaysian. 

Although his home was in Yaha dis- 
trict, Pao Si did not understand Thai. 
Like many of the 3 million Muslims in 
southern Thailand, he spoke Bahasa 
Malaysia. 

Some Thai officials, and also the 
Malaysians, think the ideology of the 
CPM-ML is mainly pro-Moscow. But 
Pao Si said his group was firmly pro-Pe- 
king. He himself did not appear to be a 
particularly dedicated communist. He 
said he had decided to defect, again be- 
cause three of his friends were surren- 
dering. He had been offered money by 
the Thai authorities, but had not re- 
ceived any so far. 

The Thai military rely a great deal on 
defectors such as Pao Si to lead them to 
CPM camps. The camps are usually well 
hidden and sometimes troops can be as 


their strongholds and killing as many as | off 
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1) programme apparently 
achieved some success in persuading Thai 
businessmen and villagers that they 
should not provide material support for 
the CPM, a system which had become al- 
most a way of life in certain southern 
areas. Now, only in the Betong Salient is 
this still a major headache. 

Harn was recalled to Bangkok at the be- 
ginning of October to become chief of 
staff officers of the Supreme Command. 
His successor, his former deputy, Lieut- 
Gen. Wanchai Chitchamnong, has 
pledged to maintain pressure on the CPM. 
In an interview with a Bangkok news- 
paper, he said that while strongholds in 
Songkhla and Narathiwat provinces had 
been destroyed, major bases in Betong re- 
mained undetected. But Wanchai does 
not enjoy the personal popularity of his 
predecessor. 

Indeed, in the view of many local offi- 
cials and observers in southern Thailand, 
Wanchai has a difficult act to follow. 
While some criticised Harn for being too 
politically ambitious and too keen on pub- 
licity, he enjoyed widespread public sup- 
port in the south as an effective officer. It 







































little as a kilometre away without being 
aware of their existence. In July, Thai 
troops combed the jungle in the Sukirin 
district of Narathiwat province for 11 
days trying to locate a new, temporary 
camp of the CPM's 10th Regiment, hav- 
ing destroyed the unit's old headquarters 
in nearby Waeng district a year ago. 
When they eventually captured the de- 
serted camp, they found Baht 100,000 
(US$4,350) worth of ammunition, food, 
clothing, booby traps — and crates of 


vintage brandy. 

The 10th Regiment, supposed to com- 
prise mainly Malays and numbering only 
around 100, is quite wealthy because of 
its involvement in illegal logging and 
smuggling. The operation against the 
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many local people now talk about a re- 
surgence of bartditry and violence in the 
area. 

Conversely, the Malaysians are doubt- S h d di i 
less sighing with relief that Harn is now ее, ear an ISCUSS 
back in Bangkok. The general used to 


take frequent public swipes at the Malay- Il th | t t | 
sians for offering sanctuary and supplies to a е а е$ š . 38 
Muslim separatists, numbering around de | 15 $ 
500, of the Patani United Liberation Or- ve opmen in К, 
ganisation, the Barisan Revolusi Nasional 


and the Barisan Nasional Pembebasan Pa- chem ical engineering at 1 X 


tani. Defectors from these groups, who 
are ostensibly fighting for a separate Mus- ў 


lim state in the south's four Muslim- 
majority provinces, seem to be on a differ- 
ent basis from those among the com- 
munists. The Muslims simply sell their 


weapons to the army, which hopes the 


money will start them off on a normal life. Where can you find the latest technology. the 
Whether defections from the CPM will tools, the equipment and the d of over 500 
Р 1 a0 ^ leading world suppliers trom 23 different 
руе to be a смао factor іп further countries? All together at the same time and under 
weakening of three decades of communist one roof? AII waiting to help you get up-to-date 
insurgency is difficult to discern. The on how the new technology is changing the world 
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surrenders have been prompted by The dnewer is CHemAsie 83 


China's current stance towards com- 
fol REIS en ok At the World Trade Centre, Singapore 
munist insurgencies in Southeast Asia, 
T i 2 s from December 7 — 10 1983. 
which is that they should oppose govern- 
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“i > : : and into the whole world of new information and 
The Thais аге more sanguine, given the | ато 
success of their socio-political approach 


towards the CPT, which has led to massive ChemAsia 83 — because it pays to be 
defections. Either way, despite close rela- informed as "y 

tions between Bangkok and Kuala Lum- At ChemAsia 83 you'll see hundreds of chemical 
pur, the atmosphere of mutual suspicion | engineering products andservices. — many never 


on the border is unlikely to improve for | seen in the region before. You'll meet leading 
he ti bei suppliers, establishing the face-to-face contacts 

the time being. that can be so important to future business 
. prosperity. You'll be able to discuss new 
applications on-the-spot, comparing the 
b alternatives, finding the expert answers that are 
unit typifies the Thai army’s campaign in right for you 
the south. The idea is to keep the com- 
munists harassed and on the move. The 
troops rarely score a kill or a capture, but 


suffer a large number of wounded them- 


In an industry that's moving faster and faster. it's 

the ideal opportunity to get completely up-to-date 
On the situation as it is today. gaining knowledge 
that could be vital to your own and your company s 
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When Pao Si joined Thai troops, he | Name Title | А 
said the camp was only 2-3 kms away. | el » 
Without his guidance, troops said the | Company f 
one-hour trip might have taken several | байа 


days of picking their way gingerly 
through the CPM-ML’s efficient net- 
work of booby traps, including Clay- 
more anti-personnel mines and shar- 
pened bamboo sticks hidden just under 
the surface of the ground to impale 
troopers’ feet. — RODNEY TASKER 
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` Sex is the X factor - 





"u XCcUERZE 


The problem of male tourists seeking a taste of the 
good life is an irritant between Thailand and Malaysia 


Haadyai: In normal times, this bustling, 
prosperous city in southern Thailand re- 
sembles a Malaysian playground. Last 
year, nearly 600,000 Malaysians visited 
Thailand, the largest single group to arrive 
in the country, and a large number of them 
headed for this city. Most of the male visi- 
tors undoubtedly had one objective in 
mind: sex. 

Now there appear to be fewer Malay- 
sians around. Tourism Authority of Thai- 
land (TAT) officials complain that hotel 
Occupancy in Haadyai, with a normal 
average of about 60%, has dropped to as 
low as 30% in some cases. Local 
businessmen say they are worried that if 
the trend continues it could damage the 
economy of the city and the south in gen- 
eral — it is estimated that Malaysians and 
Singaporeans who visit the area spend 
M$12 million (US$5.12 million) a year. 

In any other tourist destination it would 
sound strange to hear officials laving the 
blame for a drop in arrivals on a social dis- 
ease, but that is exactly what is happening 
4n permissive Haadyai. Since July there 
have been stories, starting in the Bangkok 
press and with the theme taken up keenly 
by Malaysian newspapers, that a penicil- 
lin-resistant strain of gonorrhoea is sweep- 
ing the abundant massage parlours and 
brothels of Haadyai. 

Whether the rumours are true has not 
been satisfactorily confirmed medically. 


- Many Thais believe the Malaysian press 


campaign was officially inspired. But 

"super-gonorrhoea," as the headlines dub 
it, seems to be making Malaysian men 
think twice about a trip to southern Thai- 
land. 

The situation has been taken so seri- 
ously by Bangkok that in early October 
TAT governor Col Somchai Hiranyakit 
and Minister attached to the Prime Minis- 
ter's Office Banyat Banthadtharn visited 
Haadyai to assure an invited group of 
Malaysian representatives that the parti- 
cular strain of venereal disease said to be 
prevalent in the city was in fact curable. 


et, while Malaysian men may well be 

worried about catching a nasty disease 
in Haadyai, there are probably more seri- 
ous political, social and religious under- 
tones to the diminishing Malaysian cross- | 
border traffic. Some Thai officials believe 
that the Malaysian Government may be 
concerned about the money being spent in 
southern Thailand by its citizens at a time 
when the economy is at a low ebb as a re- 
sult of the world recession. 

And while the thought of Chinese 
Malaysians travelling to Thailand to 
booze and womanise may irritate the 
Malaysian Government, Malaysian offi- 
cials, particularly in the predominantly 
Malay states bordering Thailand, may be 
more worried on religious grounds about 
the number of Malay Muslims popping 
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over the border to sin. Fears on this score 
may have been heightened by the fact that 
a growing number of Malay students have 
been joining the cross-border throngs. 

These theories have been backed by the 
fact that the Malaysian Government has 
taken certain measures recently to make it 
more difficult for Malaysians to cross into 
Thailand. People livingin bordering states 
have traditionally been able to apply for 
instant border passes to go into Thailand. 
Now, the granting of these passes can take 
three days or more, and they can be used 
only once every six months. For those 
further south in Malaysia who use their 
passports, the fee for passports has now 
been doubled from M$30 to M$60. 

Officially, the reason given for these 
moves is to prevent smugglers and other 
criminals from having easy access to Thai- 
land. But the Thais believe that the sex 
factor is important. Although some 
goods, such as certain fruits and other 
foods, black-market electrical and other 
consumer goods, are cheaper in Haadyai 
than Malaysia, the overwhelming motive 
for the southern Thailand trips appears to 
be a brief spell of the good life. 

Malaysian officials complain that in a 
new town in the Sadao border district of 
Songkhla province, massage parlours and 
other male-oriented facilities are spring- 
ing up. Although the Thai Government 
set up the town with a view to giving local 
villagers a chance to sell their wares to 
Malaysians close to the border, the Malay- 
sians feel it may eventually turn into a 
more easily accessible mini-Haadyai, with 
the wares on sale mainly sexual. 

On the Thai side, Thai immigration offi- 
cials on the border are also making it more 
difficult for Thais to cross into Malaysia. 
Many Thais living in border provinces, 
most of them Muslims, have been accus- 
tomed to travelling into Malaysia, often 
on a commuter basis, to find work. Un- 
employment in some areas is quite high. 
Before, all residents had to do if they had 
no passport was to produce some form of 
identification to pass over the border, but 
the procedure has reportedly been sub- 
stantially tightened. 

The reasons for the Thai restrictions are 
unclear, but there is serious concern here 
about smuggling, particularly of timber, 
across the border. At a security level, the 
Thais are anxious to stop Muslim 
separatist terrorists, and common bandits 
who use separatist organisations’ names, 
from having access to sanctuary in 
Malaysia. 

The Thais plan to build border fences to 
stop people slipping across illegally, while 
the Malaysians have already begun their 
fence-building programme. So the pros- 
pect is of a general tightening up on the 
traditionally lax border, whether the main 
reason is security, smuggling or sex. 

-+ —RODNEY TASKER 
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Pomme — Arthit- streamlining the command. 


THAILAND 


New wave 
of colonels 


A military reshuffle brings a 
new group of deputy divisional 
commanders to the fore 


By John McBeth 


Bangkok: Many of the up-and-coming 
colonels in Thai army combat units will 
spend the next year marking time, judging 
by the content of two separate reshuffle 
lists released over the past four weeks. But * 
there have been hints of a major shake-up 
in the Supreme Command, over which 
army commander Gen. Arthit Kamlang- 
ek now has control as concurrent supreme 
commander of the Thai Armed Forces. 
Some reports suggest that 4-500 officers 
may be affected. 

Little is known of what Arthit has in 
mind, but it is understood many of those 
involved in the Supreme Command re- 
vamp are being moved back to their home 
services, apparently as part of a plan to 
streamline a branch that has often been 
criticised as а parking lot for out-of-favour 
or unwanted brass. The Internal Security 
Operations Command underwent a simi- 
lar pruning in mid-year, though there is a 
feeling in some quarters that this had a lot 
to do with the ideological debate still per- 
sisting in the army over the role the mili- 
tary should play in politics. 

Probably the most significant feature of 
the October reshuffles was the promotion 
of nine officers to the rank of deputy divi- 
sional commander, putting them first in 
line at their respective level for two-star 
rank. Among the nine are six from Class 8 
of the  Chulachomkhlao Military 
Academy, which still retains command of 
half of the army's combat infantry regi- 
ments: 

» Col Yutthasak Sasiprapa, son-in-law of 
former strongman Field Marshal Prapas 
Charusathiara, moves from chief-of-staff 
to deputy commander of the Bangkok- 
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С honburi-based .. 21st 
“ Regiment on the 
southeast coast to become deputy com- 
mander of the 2nd Division. 

- Col -Surachet Dechartwong. com- 
‘mander of the Nakhon Sawan-based 4th. 
Regiment, rises to deputy commander of 
newly raised 2nd Special Forces Divi- 
п -— а unit which incorporates 
aramilitary Ranger forces for the first 
m 



























F Banthao Yaikut moves from the 
Ibon Ratchathani-based 6th Regiment to 
puty commander of the 3rd Division — 
osition he will share with the former 
ig commander of the 13th Regiment, 
“Chunlekha Charnlekha, another 
Jass.8 graduate. 
‘ol Sithichai Pratuengtim, commander 
he 16157 Regiment, advances to deputy 





ommander of the parent 16th Division in | 


8 grad 

posts. Given the reported connections be- 
tween Class 8 leaders and fast-rising Pichit 
— dating back to their Ranger training at 
the Lopburi special warfare centre in the 
early 1960s — it appears they represent an 
increasingly important wave. 


§nterestingly, one-of the three other of- 

бсегѕ їо be promoted was 151 Anti-Air- 
craft ‘Division deputy commander Col 
‘Praphan Itthikul, the former ist AAA 
Regiment chief and а graduate of 
Chulachomkhlao. Class 7, which formed 
the core of the 1981 coup group. Praphan, 
6th Artillery Regiment commander Col 
Sawaeng Onnark and 9th Division chief of 
staff Col Preecha lamsuphan аге the only 
members of Class 7 who retain relatively 
significant positions. 

The Bangkok-based anti-aircraft divi- 
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battlefield defence against mes -flying air- 
craft, the Vulcan carralsa’be used with de- 
vastating effect on the ground because of 
its high rate of fire. 

Some military observers see the unit as 
another emerging power centre in much 
the same way as the newly created special 
forces headquarters. which will also be 
sited in the Thai capital. 

The latest reshuffles brought only four 
changes in the main infantry regimental 
commands, though it is clear from a great 
number of promotions lower down that 
graduates from Chulachomkhlao classes 
13 and 15 are being groomed to take over 
many of those positions. The Class 8 col- 
onels in charge of the three regiments 
making up the 1st Division, which recently 
replaced the 2nd Division in forward de- 
fensive positions along the Thai-Cambo- 
dian border, all remain where they are. @ 
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0 1 moratoriuin on Е Mar 
Even before; this r atively large 


ple — went directly to Indonesia's 
ng island where the refugee process- 
ng centre is located, observers had noted 


es which may also enjoy the Viet- 
e Government's blessing at some 
‘But ‘the problem seems to Бе 
's lack of control, rather than its.ac- 
ive Collusion. 
The vessel in question, the TG1 17, is re- 
miniscent of ‘vessels which carried the 
thousands of "semi-official" departures — 
mainly of ethnic Chinese Vietnamese who 
ad to pay officials to get out — which 
ook place over 1978-79 until Hanoi en- 
forced a moratorium under pressure from 
¿world opinion. In fact 428 of TG117's 605 
passengers had paid to leave Vietnam on 
this boat in mid-1979, and 139 were sub- 
cstituting for other 1979. passengers, ac- 
cording to sources. The would-be passen- 
gers in 1979 had paid fees to the trip's or- 
-ganisers and provincial officials had in 
urn been paid. 
The vessel was scheduled to leave from 
My Tho in the Mekong Delta province of 
Tien Gang. But snags developed and the 
central government tightened control of 
semi-official departures. So TG117 could 
not leave My Tho in. 1979. Some 250 













evelopment of a “shuttle service" for ` 








eaks in the system 
ecent arrivals of boat people suggest that 
lanoi's ban on the exodus is far from foolproof 





‘ge who had moved from Ho Chi Minh 
City to My Tho for the departure were left 
stranded, their homes having been confis- 


„p cated. Apparently. the organisers looked . 
after the would-be passengers and’ at the 


same. time continued to try to win ap- 
proval to ship them out. In August 1983 
the organisers received the go-ahead from 
the provincial authorities, sources say. 
Some passengers claim that the organis- 
ers were arrested just before TG117 left 
My Tho on October 9, but the project ob- 
viously went ahead unhampered. The 
passengers were able. to meet at a mar- 
ketplace in My Tho after having sent their 
luggage to the vessel. They were then 
taken in government trucks to a Trade De- 
partment warehouse and finally to the 
river jetty where TG117 was waiting. The 
vessel was escorted by a small fishing boat, 
past all checkpoints without hindrance, 
before reaching the sea. 


Ithough the sources said they had the 

distinct impression that they had not 
yet learned all there is to know about 
TG117's voyage, they were convinced that 
it had enjoyed considerable cooperation 
from the provisional government. Opi- 
nion is divided on whether any central 
government officials gave their consent to 
TG117's departure. 

The "shuttle service" is also a recent 
phenomenon, which suggests some offi- 
cial involvement or.at least a breakdown 
of control. Between June 15 and Sep- 
tember 2, during which 22 Vietnamese re- 








fugee boats arrived in Indonesia, there 
were seven instances in which boats depo- 
sited passengers and then returned to Viet- 
nam, sources say. The most striking fea- 
tures common to these seven cases are the 
nature and origin of the boats. For exam- 
ple. fishing boats from Phu Khanh are 
fairly large, deep-water vessels run by — 
or at least subsidised by — government 
fishing cooperatives. 

Through. this government connection 
they are entitled to large water, fuel and 
food allowances at government pricess 
They are also licensed to fish in interna- 
tional waters and arouse little suspicion if 
at sea for long periods or if intercepted by 
Hanoi's patrol vessels. Some of the Phu 
Khanh boats are armed: two shuttle ves- 


sels had heavy machineguns mounted on 


deck, according to the sources. 
Vietnamese. Embassy officials here , 
deny that Hanoi is in any way encouraging 
an outflow of refugees, stressing that its 
policy to forbid illegal departures and to 
punish those who organise them remains 
unchanged. The Vietnamese also point to 
the fact that the Orderly Departure Pro- 
gramme instituted in,1979 has worked 
well. They admit, however, that it is dif- 
ficult to contro! Vietnam's coastline, 
which extends for more than 3,000 kms. 
Observers are generally satisfied with 
the Vietnamese explanation. The outflow 
of boat people is down to about 30,000 so 


| far for 1983, against 75,000 in 1980 and 


1981 and 45,000 last year, and is likely to 
decline further, with increasingly strin- 
gent quotas imposed by asylum countries 


| plus reports of adjustment and integration 


difficulties reaching would-be refugees. 
No doubt some Vietnamese officials are 
trying to earn а little extra income, but if 
anything, the TG117 incident highlights 
the effectiveness of the 1979 moratorium, 
one observer said. It is more a hiccup than 
a harbinger of another Hanoi-supported 
mass exodus, he added... 
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€ HONGKONG has been extending 
(somewhat tepid) welcomes to a parade 
of Yesterday's Men recently. In Sep- 
tember we had former British prime 
minister Edward Heath flouncing petu- 
lantly out of a dinner where someone 
dared to suggest that lie appeared to 
have swallowed Peking's line on the fu- 


ture of Hongkong somewhat uncriti- | 


cally. That rather spoiled his famous im- 
itation of a. state ¥ which he still 
vainly hopes will regain its appeal to.the 
British Conservative Party and. enable 
him to wreak. Vengeance on his succes- 








sor, Margaret ‘Thatcher, for whom his | 


hatred is all-consuming. 

In Hongkong he gave a version of his 
boring speech on the Brandt Report in 
Which he advocates a massive transfer of 
< funds апа technology from the North to 
the South. I have heard him give the 
, Same speech to meetings of businessmen 
. and bankers. As the man at the helm 
, when Britain foundered in the aftermath 
обе 1973 oil crisis and who reduced the 
country to a three-day working week, his 
gall in lecturing others on how to run the 
"global economy is breathtaking. 

@ CHAIRING arecent seminar on East 
Asia was another has-been, former cor- 
respondent of The Times of London and 
once a minister of state in the British 
Foreign Office, Lord Chalfont. He 
blithely — and inaccurately — informed 
the Hongkong press that an agreement 











on Hongkong's future had already been , 


hammered out in the Sino-British 








minor 
ing. Chalfont was wallowing sycophanti- 
cally in the wake of Dr Henry Kissinger 
«who should be a has-been, collecting 





fo 


negotiations in Peking with only the. 
question of sovereignty remain- ` 


huge fees from those willing to pay him | 


be maintained — by force, if necessary. 
Thus the US decision to invade Grenada 
was "strong and wise." The British were 
hypocritical, as well as being ungrateful 
for American help and support during 
the Falklands crisis, not to have given 
enthusiastic support to this exercise in 
| gunboat diplomacy. 

Kissinger spent no time on the embar- 
rassment..the Grenada adventure has 
caused the US' allies (not least to 
Thatcher, who must have had a very 
‘awkward conversation with the Queen 
|l about the role of the governor-general) 
and the damage done to trans-Atlantic 
relationships just when friendly govern- 
ments are gritting their teeth and getting 
| ready to accept Cruise and Pershing mis- 
siles. No, according to Kissinger, if its al- 
lies did not want the US to return to 











H 


| 
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ing support. Surely this “my-(or-rather- 
your)-country-right-or-wrong" obedi- 
. ence is precisely what the Allies hanged 
| World War II criminals for at Nurem- 
burg? 

Only paranoia could have prompted 
the use of such a sledgehammer to crack 
such a nut. How can the prospect of a 
pro-Soviet, Cuban-aided, tiny mouse of 
an island scare the American elephant — 
unless that elephant doubts the inevita- 
ble failure of socialism and the triumph 
of free-market systems and still believes 





| 
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racy? More importantly, the invasion 
lacked any legitimacy; none of the 
reasons invoked by the Reagan adminig- 
tration — to reimpose democracy, .to 
prevent chaos, to restore law and order 
or to protect US national security — has 
| any moral or legal validity. 

However bitterly Kissinger protests 
against the citing of Afghanistan as a 
parallel case, the free world’s outrage at 
‘the Soviet invasion of Afghanistan has 


і 





a. | ће Grenada invasion. 













of puzzlement) He admired Pe- 
„king's “unique” attempt to break the 
stifling power of China's: bureaucracy 
(though such an attempt is hardly unique, 
гава there is little evidence that Pe- 
king is:being more successful in it than 
anyone else). He criticised Japanese 
egotiating techniques (apparently they 
-are even better at it than he is) and 
Japan's. failure to produce men who 
г could.speak authoritatively on official 
; policies (that is the trouble with coun- 
tries which decide matters by consensus 
and not by a strongman's diktat). He was 
disillusioned with New Delhi: Indian 
scholars had led him to believe that In- 
dian policies were ethical, and Kissinger 
was disappointed to find that Indians 
pursued their own interests as cyni- 
cally as any other people. 

@ AMID ail this doubt, Kissinger was 
certain that the balance of power should 
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Kissinger, together with former presi- 
dent Richard Nixon, once master- 


secret bombing of Cambodia. It does not 
seem that he has picked up many morals 
in the meantime. One trembles to think 
of the tactics and policies he will recom- 
mend to restore what he regards as an ac- 
ceptable balance of power in Central 
j America. 

ө THE superpowers today seem to be 
behaving more and more like imperial 
China, which always strove to surround 
| its frontiers with tribute-bearing states 
which were required to acknowledge the 
supremacy — or hegemony — of the 
Dragon Throne. China today still re- 
serves the right to “teach Vietnam a les- 
son” and to go on punishing it for in- 
gratitude and disobedience. Similarly. 
the Soviet Union and the US regard their 
immediate neighbourhoods as “spheres 
of influence.” And if Moscow can invade 











| 
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‘in an evil, global, communist conspi- 


| suffered a tragic loss of credibility with | 


| isolationism, they must give it unthink- | 


| 


| 


| fice on the morrow — by which time th 
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| 
| 
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| thing? 


minded the brutal and unconstitutional | 


| Nationalisation Bill. 


| tails. All right, we are a colony — so 


ony is a dirty word now; we're a terri- 


Afghanistan to bring it into line th 
God, the Americans can show Сира 
President Fidel Castro who is boss i 
Caribbean. mr : 
è MEANWHILE, the British suppliec 
the necessary touch of high farce to this 
comedy of errors. Still a member of th 
‘Commonwealth, the new revolutiona 
(and murderous) regime governing Gri 
nada responded to the threatened US ir 
vasion by despatching a telex. to. th 
British Foreign Office, appealing fo 
London's intervention. ,Stupidly (onl 
the French could possibly believe it wa: 
deliberate piece of Anglo-Saxon cra 
ness), the Foreign Office had altered it 
telex number and failed to inform Gr 
nada of the change. er 
The impassioned appeal for Britis 
aid duly chattered across the telex, land 
ing up in the premises of a plastics fac 
tory in outer London, which luxuriate 
in the name of Scanplast. The telex ar 
rived overnight and the.firm, which mus 
have been somewhat puzzled by t 
message, forwarded it to the Foreign.Of 

















































































invasion had begun. If such an episode 
had been featured in Monty Python's 
Flying Circus it would have undoubtedly. 
been dismissed as satirical hyperbole on: 
à par with Graham Greene's Our Man in 
Havana selling top-secret diagrams o 
the innards of a vacuum-cleaner to MI6. 

And the real Monty Python would uri- 
doubtedly have had the factory despatch. 
hundreds of plastic gunboats to the relie 
of the embattled islands. 
€ А CERTAIN senior Hongkon 
banker, who understandably prefers 
remain anonymous, has sent me an ac. 
‘count — which I presume to be apocry 
phal — of a conversation which purport 
to have taken place sevéral weeks ago, 
just before the Hongkong Govern 
ment took over the threatened: Нап 
Lung Bank. The dialogue features Chi 
Secretary (CS) Sir Philip Haddon-Cav. 
‚апа Financial Secretary (FS) Sir John 
Bremridge, a blunt man. ; 

CS: The bill to take over the. Hang 
Lung Bank is ready. What do you pro- 
-pose to call it? 

FS: I believe in calling a spade a 
bloody shovel. We are going to take i 
over so we will call it the Hang-Lung 


CS: Heavens! Even Mrs Thatcher 
doesn't claim Hongkong is a nation... 
Surely only a nation can nationalise any- . 


FS (impatiently extinguishing. cigar 
in cup of cold tea): Good God! You 
bureaucrats do get bogged down in de- 


we'll colonise the bank. E 
CS (horrorstruck): You forget: col- : 


tory. 
FS: You're right. We'll terrorise th 
b thing! m 
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The anti-Vietnamese Democratic Kampuchea coalition 
maintains last year's level of support in a UN vote 


By Ted Morello 

New York: A combination of subtle tacti- 
cal adjustments, displays of flexibility and 
round-the-clock lobbying saved the anti- 


. Vietnamese Democratic Kampuchea co- 


alition from backsliding in this year's bal- 


loting on the United Nations General As- 





"gy 


sembly resolution governing the UN's 
peacemaking and humanitarian involve- 
ment in the Cambodia conflict. Against 
considerable odds, Asean delegates and 


their supporters held the line. But so did 


backers of Cambodia's Vietnamese invad- 
ers. The measure was adopted by exactly 


the same tally as was Asean's 1982 assem- 
- bly resolution on Cambodia: 105 for, 23 


against. The only shade of difference was 
in the abstention column: 20 last year and 


- ]9 in this year's October 27 balloting. 


Even before debate on the resolution 
opened, the Hanoi-Moscow axis had 
shown signs of retreating. For the first 
time in the assembly's plenary session 
since Vietnam set up the Heng Samrin 
regime in Phnom Penh in 1979, the Soviet 


— Union and its friends this year shied away 


from formally challenging Democratic 





MONGOLIA 


Cool celebrations 


~ On China's National Day, efforts at good neighbourliness 
are greeted in Ulan Bator with surpr 


By Alan Sanders 


i $n setpiece commentary published in 
the Mongolian press in October for the 
34th anniversary of the People's Republic 
of China was, if anything, harsher in its 
anti-China tone than the commentary last 
year, attributed to the same author. The 
terminology in current use with reference 
to China has also been in marked contrast 
to the higher level of Mongolian official 
representation at the Chinese Embassy's 
anniversary reception. 

China's National Day reception this 
year, given by the Chinese chargé d'af- 
faires in Ulan Bator, Wong Haisan, was 
attended for the first time in many years 
by a Mongolian minister — Yondongiyn 
Ochir, the minister of foreign trade; Dara- 
myn Yondon, first deputy minister of 
foreign affairs, was also present. In 1982, 
the Chinese ambassador, Meng Ying (re- 
called in July, and so far not replaced), 
had only deputy ministers among his Mon- 
golian guests. 

In an article signed by T. Gombo. the 
October 1 issue of the Mongolian party and 
government newspaper Unen said that the 
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Kampuchea's UN credentials. Instead, as 
they had in the credentials committee 
(REVIEW, Oct. 27), the anti-coalition 
speakers contented themselves in plenary 
debate with ritual grumbling over the 
UN's failure to recognise the pro-Hanoi 
Phnom Penh authorities' claim to be Cam- 
bodia's sole, legitimate government. In 
the end, the general assembly adopted 
without a vote the committee's recom- 
mendation to accept Democratic Kam- 
puchea's credentials. 

With coalition president Prince Noro- 
dom Sihanouk personally leading the way, 
speaker after speaker called on the gen- 
eral assembly to adopt the Asean-drafted 
omnibus resolution, cosponsored this year 
by a record 51 countries — nearly a third 
of the UN's 158-nation membership. Es- 
sentially unchanged from last year's resol- 
ution, (REVIEW, Nov. 5, '82), it calls for 
the withdrawal from Cambodia of all 
foreign forces, the restoration of national 
sovereignty, self-determination and a 
commitment by all states to non-interfer- 
ence in Cambodia's internal affairs. 


se and condemnation 


present leaders of the Chinese 
Communist Party had condemned 
the “crude errors" committed dur- 
ing the Cultural Revolution by 
Maoist radicals. However, the Chinese 
leaders’ “reluctance to give up anti- 
Sovietism" and the policy of “Great Han 
expansionism," as well as their "negative 
attitude towards correctly combining na- 
tional and international interests," were 
preventing them from solving many 
topical problems of international life, 
Gombo said. 

In 1982, Gombo had also spoken of 
anti-Sovietism as an unfavourable fac- 
tor in Chinese foreign policy, but his re- 
ferences to Chinese — "great-power 
chauvinism” and “hegemonism” were in 
the historical perspective only. 

Normalisation of Sino-Soviet relations 
was of particular importance, according to 
Gombo’s latest article, “but normalisation 
of these relations must not harm the na- 
tional interests of other countries. The 
fact that the Chinese side has put forward 
unacceptable conditions, including some 


expressing serious 
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concern about ' “re- 
ported demographic changes being im- 
posed in Kampuchea” through an influx of 
Vietnamese settlers. Diplomats involved 
in negotiating the draft resolution said 
Asean had accepted the word “reported” 
at the insistence of Australia which, under 
its new government, took a more even- 
handed stance this year. Among other 
things, Australia withdrew its traditional 
cosponsorship of the measure. Asean also 
acquiesced in Australia’s demand to elimi- 
nate draft language which would have had 
the effect of formally ending all UN 
humanitarian aid inside Cambodia. 


це» Australia abstained from 
voting on the resolution. Ambassador 
Richard Woolcott explained that the 
text’s reference to the “increasing effec- 
tiveness” of the coalition could be con- 
strued as recognising the legitimacy of the 
coalitions Khmer Rouge component, 
which he associated with Khmer Rouge 
leader Pol Pot's past “appalling excesses” 
during the mid-1970s when more than a 
million Cambodians lost their lives or left 
the country. 

It was a tribute to Asean lobbying that, 
with anxiety focused on the security coun- 
cil debate on the United States’ invasion 
of Grenada, fewer than a dozen delega- 
tions were absent during the assembly 
vote. Asean diplomats had feared that 
with the American invaders locked in bat- 


which directly in- 
fringe" upon the 
sovereign rights of 
the ^ Mongolian 
People’s Repub- 
lic, сап only give 
rise to our'surprise 
and condemna- 
tion. This is also 
not in keeping with 
statements by 
Chinese official re- 
presentatives іп 
favour of restora- 
tion of relations of good-neighbourliness 
and mutually advantageous cooperation 
between China and Mongolia." 

The unacceptable conditions are be- 
lieved to refer to demands for the with- 
drawal of Soviet troops from Mongolia 
(REVIEW, May 12). J 

Gombo concluded his article by saying 
that the Mongolian party and the govern- 
ment, as before, stood for the normalisa- 
tion of Mongolian-Chinese relations on 
the basis of peaceful coexistence and 
good-neighbourliness. 

Comment on Chinese affairs has been 
infrequent in the Mongolian-language 
press in recent months, reflecting perhaps 
the continuing Soviet-Chinese morator- 
ium on open polemics. However, anti- 
Chinese articles in the Mongolian Repub- 
lics Russian-language newspaper have 
continued to grow in number, if not in in- 
tensity. 


among those present. 
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tle with Cubans on Grenada, the headline 
council proceedings would siphon off in- 
terest and votes from the Cambodia issue. 

Not long after last year’s assembly vic- 
tory, the coalition’s supporters began 
adopting new tactics for this year’s ballot- 
ing. It was clear that the anti-Hanoi vote, 
which had increased annually from the 
time the first resolution was adopted five 
years ago, was approaching saturation 
point, and that redoubled efforts would be 
required merely to hold the line. 

Asean strategists were quick to seize on 
the influx into Cambodia of Vietnamese 
settlers — 50,000, according to Samrin's 
foreign minister, Hun Sen, and a million 
according to Sihanouk. Echoing the com- 
munique of the Asean foreign ministers' 
meeting in June, Asean's UN delegations 
circulated а paper expressing concern 
over the “reported demographic changes 
being imposed by Vietnamese occupation 
forces" in Cambodia. In the context of 
another explosive UN issue — the Middle 
East conflict — the charge was persuasive 
because of its familiar and ominous ring: 
Israel has been universally and repeatedly 
condemned for the “demographic 
changes” resulting from its West Bank set- 
tlements and its takeover of Old 
Jerusalem. 

Then, in advance of the assembly de- 
bate, six representatives of the coalition’s 
two non-communist components — 
Sihanouk's Moulinaka faction and Son 
Sann's Khmer People's National Libera- 
tion Front (KPNLF) — were added to 


The number of anti-China articles pub- 
lished in Novosti Mongolii in August and 
September was double that in the same 
two months of 1982. The articles focused 
on Chinese policy on Indochina, Af- 
ghanistan, nuclear weapons and relations 
with the United States and Japan; several 
dealt with China's border disputes with 
Vietnamiand India and Chinese claims on 
the South China Sea islands. One of the 
anti-China contributions was by Mongo- 
lian Foreign Minister Mangan Dugersu- 
геп who: reiterated .charges that the 
huaqiao, Overseas Chinese, in Mongolia 
were, work-shy trouble-makers (REVIEW, 
June 16). 

There was no comment on China's in- 
ternal developments, though in 1982 a 
series entitled “The true face of Maoism" 
had been highly critical of China on such 
subjects as the birth-control campaign, 
work conditions in industry, emulating 
Lei Feng and the modernisation of the 
army. 

The clear emphasis on publication of 
anti-China material in Russian lends 
weight to the theory that the Mongolian 
leaders are concerned about the possibil- 
ity of some Sino-Soviet deal behind their 
back. 

Meanwhile, it is reported that the ex- 
pulsion from Mongolia of Chinese resi- 
dents has continued since the Chinese pro- 
test. This Mongolian action also has been 
seen as a hint to Moscow at a time when 
Sino-Soviet talks were taking place. 
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Vietnamese settlers in Phnom Penh: Asean seizes an opportunity. 


Democratic Kampuchea's permanent UN 
delegation. Until then, the mission had 
been a Khmer Rouge monopoly headed 
by Ambassador Thiounn Prasith. To help 
sanitise the delegation, tainted by suspi- 
cion that it was little more than a front for 
the Pol Pot regime of the 1970s, the two 
other coalition partners ran in their own 
teams. Each is headed by an ambassado- 
rial-rank deputy to permanent representa- 
tive Thiounn: Prince Sisowath Sirirath, 
whose wife, Princess Arunrasmey, is 
Sihanouk's daughter, for the Moulinaka 
faction, and Penn Nhach, whose father, 
Penn Nouth, is a Sihanouk adviser and a 
former prime minister, for the KPNLF. 
Simultaneously, Sihanouk himself 
plunged into a round of lobbying activities 
aimed at distancing the coalition from the 
Khmer Rouge by demonstrating negotiat- 
ing flexibility. Thus, in a two-hour break- 
fast session with half a dozen UN corres- 
pondents, he complained that because the 








coalition is ruled by consensus, the domin- 
ant Khmer Rouge faction dictates the al- 
liance's official hard-line position and pro- 
nouncements. 

In defence of flexibility, he suggested 
that the Khmer Rouge is opposed to any 
reconciliation with Samrin and to his par- 
ticipation in post-war elections. Sihanouk 
added that the Khmer Rouge believes that 
if it can oust the Vietnamese occupation 
forces, it can take over power in Phnom 
Penh and then kill off all Samrin's suppor- 
ters “and us too." He said the Khmer 
Rouge wants the coalition “to go on fight- 
ing until the end of time . . . until the end 
of the earth. But if we are uncompromis- 
ing, the world will lose sympathy with us." 
He predicted that unless there is a break- 
through towards negotiations, the UN 
"might abandon us in a few years." He 
concluded: *If Heng wins [UN] recogni- 
tion, Cambodia will remain forever à 
satellite of Hanoi and Moscow." 
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Non-party democracy 


President Zia-ul Haq tells political party leaders that 
Islam makes no provision for opposition groups 


By Husain Haqqani 

Islamabad: Having committed his gov- 
ernment to holding a general election be- 
fore March 1985, President Zia-ul Haq 
has started a controversy about the role of 
political parties in the country's proposed 
democratic set-up. In negotiations with 
the various political parties, held in the 
wake of anti-government violence in the 
southern province of Sindh, Zia sought 
the politicians' responses to the suggestion 
of holding elections on a non-party basis. 

Later, in a speech to Pakistan's nomi- 
nated quasi-parliament, the ^ Majlis-e- 
Shoora, Zia said that though he had not 
yet made a decision, he personally consi- 
dered the existence of political parties 
against the spirit of Islam and unsuitable 
for Pakistan. “Islam has no concept of di- 
vision into government and opposition 
parties. There is no room in Islam for op- 
position for the sake of opposition," he 
said. 

Most political parties have come out 
against the non-party concept, but in the 
debate following Zia's speech several ar- 
guments have been put forward on both 
sides. While privately officials agree that 
the scheme is the most pragmatic way of 
excluding the Pakistan People's Party 
(PPP) of executed prime minister Zulfikar 
Ali Bhutto from elections, their public 

ition is that the party system confuses 
Issuesand generates emotionalism. 

“Most parties here are based on per- 
sonalities anyway," said the editor of a 
government newspaper. “The existence of 
parties and slogans protects their per- 
sonalities because followers stand for ‘my 
party, right or wrong.” When individuals 
contest ‘elettions, they have to put their 
character and policies on the line. People 
won't vote for the best banner [in a non- 
party election]. They will scrutinise the 
candidates.” 

Although Zia says the question is still 
open, the government is trying hard to 
build a consensus in favour of the partyless 
model. The Majlis-e-Shoora, which ear- 
lier had supported holding elections on a 
party basis, was asked by the president, in 
his speech, to reconsider its decision. Zia 
personally assured negotiating politicians 
that even if elections are held without poli- 
tical parties, they would not be held with- 
out politicians, This was designed to allay 
fears that the military regime might ban 
leaders of all existing political parties from 
participating in elections. Zia went one 
step further in his majlis speech, saying 
that even if elections are held on a non- 
party basis it would not preclude the resto- 
ration of political parties after the polls. 

Opponents of the regime claim that the 
entire debate on the party question proves 
that the government neither wants to hold 


elections nor relinquish power. “The mili- 
tary does not want any other group to 
emerge as an alternative," said one politi- 
cal leader after negotiations with govern- 
ment leaders. “Is it not absurd that they 
hold negotiations with defunct political 
parties and then say we want to have a par- 
tyless democracy? The military has an or- 
ganisation, the bureaucracy һаз one, why 
shouldn't the people? If there is some- 
thing wrong with our political parties, they 
should rectify it. That they want to 
exclude political parties from the electoral 
process altogether is indicative of their in- 
tentions." 

Others point out that the military has 
legitimate fears about a return to power by 





Zia announcing election plans: what sort of poll? 


the PPP, whose leadership might once 
again demolish the economy and embark 
upon politics of vengeance. Followers of 
Bhutto, they say, have become Pakistan's 
Peronists. The military will never tolerate 
them and nor will a number of political 
groups. A stable democracy in Pakistan, 
especially one which ensures that the mili- 
tary does not interfere again, will have to 
exclude the PPP. According to this point 
of view, military regimes seldom transfer 
power to civilian politicians; they only 
transform themselves into political gov- 
ernments. An election, whether on a party 
or non-party basis, would be the means to 
ensure such a transformation, and it is 
more important to have it than debate its 
modalities. 


О! the six Islamic rightwing parties 
which participated in the first round of 
talks with Zia, only two small groups ag- 
reed with the non-party idea. Others, 
though publicly opposed to elimination of 


political parties, seem to be mentally pre- 
pared to participate in general elections, 
whatever their form. Pir Pagara, president 
of the Pakistan Muslim League (PML), 
while demanding restoration of political 
parties, declared that his party members 
will nevertheless participate in non-party 
elections *under protest." 

Military leaders are now talking indi- 
vidually to politicians from the eight-party 
Movement for Restoration of Democ- 
racy, which launched the anti-government 
campaign more than two months ago. If 
enough political leaders agree to partici- 
pate individually in the polls to make them 
credible, Zia is likely to go ahead with 
elections in late 1984 and definitely by the 
March 1985 deadline. Should the party- 
less-election proposal fall through, the 
government will most probably hold elec- 
tions under a proportional representation 
system and restrict it to political parties 
which registered themselves in 1979 be- 
fore the ban on political activity. 

For the first time since his announce- 
ment of a new political framework on Au- 
gust 12, Zia has hinted that the military 
would like to see "continuity" in politics 
after elections have 
been held. This is 
widely seen as an in- 
dication that trans- 
formation rather 
than transfer of 
power is more what 
the government has 
in mind. Zia also 
has assured the Maj- 
lis-e-Shoora that it 
will continue to 
function until elec- 
tions are held, giv- 
ing rise to specula- 
tion that Zia wants 
an elected parlia- 
ment similar in com- 
position to.the maj- 
lis, which draws its 
members from all 
walks of life and in- 
cludes politicians 

T7 from various par- 
ties, some formerly belonging to the PPP. 

Holding elections on a non-party basis 
would enable the regime to put together a 
broad coalition to continue its policies — 
something that would be difficult under 
the complex structures of Pakistan's poli- 
tical parties. Groups formed by MPs 
elected on an individual basis would ope- 
rate quite differently from political parties 
which have existed for years and have to 
reconcile their previous stands with pre- 
sent policies. 

While political parties are almost unani- 
mous in demanding restoration of political 
activity, Islamic groups can be expected to 
follow the example of the PML and par- 
ticipate in an election held on a non-party 
basis under protest. Some Islamists, how- 
ever, are annoyed over the invocation of 
Islam in outlawing political parties. *Once 
political parties are declared un-Islamic 
for the first election, how will Zia make 
them Islamic again after the polls?" asked 
a prominent Islamic intellectual. 
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ле Vietnamese occupy Cambodia, 
olding tightly the strings of a semi- 
ling: puppet government in Phnom 
nh. Vietnam itself has emerged only re- 
ntly from a bloody war of unification 


uthern population is sullen, unruly and 
metimes openly hostile to central au- 
ity. Several years of bad harvests have 
ed both Vietnam and Cambodia. 
anwhile, refugees gravitate towards 
Напа, further irritating Bangkok over 
‘situation ins Cambodia. Bangkok, 
ver, remains reluctant to engage the 
amese head on. It chóósesrather to 
0 backing to Cambodia's three 

ership aspirants. A resistance is or- 
са, largely comprising Cambodian 


ге is one of Bangkok's outstanding 
rals, who was bloodied in earlier 
ting with the Vietnamese in Laos. The 
ris 1833. 

direct comparison of the 1833 situa- 
ion in Cambodia with that'of 1983 would 
overly facile, of course. Nevertheless, 
pite major'differences in the environ- 
of the two time frames, there is a 
ant element to conflict in Cambodia 
s nothing to do with global 
olitics or ideology. It is arguable — 
nany Cambodians so argue — that 
lant of what has happened in the 
ive years would have happened even 
0: external factors applied. What is 
re, reflections from Thai- Vietnamese 
ons in the pre-colonial period help 
uminate today's problems in Cambodia. 

€ first important contacts between 
is'and Vietnamese were not auspi- 
us: In 1773, a Vietnamese prince, flee- 
Vietnam's Tay Son rebels, sought re- 
e with Thailand's King Taksin. Unfor- 
tely Taksin was becoming somewhat 
‘ntric and had his guest disembowelled 
earch of a diamond which a dream had 
structed him was in his stomach — it was 
t. i 
t was therefore with some unease that 
се Nguyen Anh, a nephew of that first 
jetnamese refugee in Thailand, came to 
Bangkok after fleeing the Tay Son 10 
years later. But the new Thai king was 
most hospitable, and genuine personal 
bonds developed between Nguyen Anh 
and Rama 1. Thai chronicles record that 
guyen Anh had an honoured place at 
ата T's audiences, where he was allowed 
Sit after the Vietnamese fashion." It is 
not often mentioned, but at that time sev- 
ral Vietnamese dances were adapted to 
the Thai repertoire, and one of the chants 
for Thailand's traditional royal barge pro- 
cession down the Chao Phraya River is an 
оде to Nguyen Anh's sister, who became a 
ife of Rama I. 


isted the Thais in fighting the Burmese 


d is having adjustment problems: the | 


iers under Thai command. The key | 


Nguyen Anh and his followers.also аз: 





_ with Burmese wars, 








and the pirates who plagued the Gulf of 
Siam. In return, Rama I ordered two ex- 
peditions of Thai and Cambodian troops 
to help Nguyen Anh in trying to recapture 


Saigon (now Ho Chi Minh City). The per- 


formance of the commander of the first 
expedition was not up to standard, and he 
was duly executed on his return to 
Bangkok. The second expedition was de- 
cimated in a brilliant ambush laid by Tay 
Son general Nguyen Hue between Sadec 
and My Tho. Of a force of 20,000, only 
3.000 survived. In addition to the 
battlefield reverses, the behaviour of the 
troops towards the people that Nguyen 
Anh aspired to rule was sufficiently bad 
that he declined. further offers of assist- 


| ance. 
After four years, Nguyen Anh aban- | 
doned Bangkok for a 15-year struggle | 


against the rebels which culminated with 
his accession to the throne of a unified 
Vietnam as Emperor Gia Long. During 
that struggle Rama | kept him well sup- 
plied with ships and guns. Thai assistance 
was much more significant than the more 
highly publicised help provided by Euro- 
peans. During this period, the Thais had a 


Michael Eiland is on academic leave 
from the United States Government. 
This article draws on his doctoral dis- 
sertation on Thai-Vietnamese relations, 
and reflects only the author's personal 
views. 
اسا س ي ا‎ 
free rein in Cambodia. Things went so far 
that, when investing a Cambodian king in 
1794, the Thais awarded the previous тех 
gent the Cambodian provinces of Battam- 
bang and Siem Reap and made him re- 
sponsible directly to Bangkok so that he 
would not feel badly about being re- 
placed. 

While Gia Long ruled Vietnam, good 
relations with the court of Rama I con- 
tinued. But the Thais began to feel Viet- 
namese competition in Cambodia. In 
1806, reigning Cambodian King Nak Ong 
Chan asked to send tribute to Vietnam’s 
old capital at Hue as well as Bangkok. 
The historical records do not adequately 
explain whether this was a completely 
spontaneous request or was made under 
pressure from Hue. After the death of Gia 
Long’s friend and benefactor Rama I in 
1809, the Vietnamese. increased pressure 
on Cambodia. One of the first contacts 
with the new Thai king was a request for- 
mally to cede Banteay Meas; now Ha 
Tien, to Vietnam. Rama H, preoccupied 
agreed. 

The death of Rama. I also hastened the 







tivalry for Cambodia —an old affair 











| spit between Chan and his brothers Nak | 
On a 







































































Duang. Rama H appointed Snguon and 
Im deputy kings, which effectively ratified 
the division of the Cambodian court into 
pro-Thai and pro-Vietnamese factions. 
As the rift widened, Chan asked Gia Long 
for military support. At the same time a 
Thai force moved in from the east. No 
fighting occurred, but Snguon, Im and 
Duang fled to Bangkok, and Chan fled to 
Saigon. When Chan returned to Cam- 
bodia several months later, it was in the 
company of a Vietnamese army led by the 
governor of Saigon, and a permanent 
commissioner for Cambodia. Chan did 
not return to the former capital at Udong, 
but occupied new quarters at Phnom 
Penh, closer and more accessible to Viet- 
nam. 

The Vietnamese now had full control of 

Cambodia, but initially their hand was 
light. However, there were signs of prob- 
lems to come. For example, the Vietnam- 
ese conscripted a large number of Cambo- 
dians to build a canal along the border be- 
tween the two countries, which led to a 
short-lived revolt in 1820. Perhaps in 
atonement for this revolt or just as insur- 
ance, Chan presented his Vietnamese ad- 
viser with a personal gift of three Cambo- 
dian prefectures to, as the Vietnamese put 
it, “demonstrate his admiration.” 

"Despite ‘growing Bangkok-Hue  ten- 
sions, diplomatic contacts contintied. One 
particularly important Thai mission went 
to Vietnam in 1813. In Saigon théy were 
treated to an exhibition of Viethamese 
military might, featuring elephants tram- 
pling condemned prisoners to death. The 
demonstration was repeated ori a grander 
scale in Hue, which included an elephant 
and horse cavalry assault on а fort con- 
structed for'thé purpose. Not very subtle, 
but the tone of the Thai reports that fol- 
lowed suggests ft! was effective.’ 


T: spark thàt inite T di-Vietnäfhese 
warfare over Cambodia was’struck in 


| Laos. In 1826; Prince Anu of Vientiane 


thought to take advantage of a rümoured 
British invasion of Thailand; not only to 
secure his independence from Thailand 
but to launch a quixotic invasion of his 
own. As impulsive as Anu's undertaking 
was, he did not neglect to seek Vietnam- 
ese support. The Vietnamese, with de- 
signs of their own in Laos, were happy to 
comply. When the Vientiane army was re- 
pulsed and Anu became a fugitive, the 
Vietnamese made an unsuccessful request 
of Rama Ш that Anu be forgiven his indis- 
cretion. 

The Thai general charged with sup- 


pressing the Anu rebellion was initially 


not ruthless enough for Rama IH — who 
wanted all.of Vientiane, save Buddhist 
edifices; razed-— and was sent back to get 
t right the second time He did the е job, e 
suffering a spea wound. 














Вата |; Rama Il; Rama Ill: 
Thai kings embroiled in a 
potpourri of military alliances 
and warring expeditions 
which has some extraordinary 
parallels with the present- 
day situation involving 
Thailand, Vietnam and 
Cambodia. 


——————— 


and was awarded the title of Chao Phraya 
Bodin. Both Bodin and his kind felt that 
they had been victims of Vietnamese 
cleverness and duplicity in support of 


Anu, Their attitudes were to be reinforced | 


during the ensuing years of warfare in 
Cambodia. 

While the Thais had been occupied with 
the Burmese and Anu, the Vietnamese 
were left with no competition in Cam- 
bodia. Internally, however, Vietnam was 
no more settled than it had ever been. It 
suffered epidemics and food shortages, 
was hampered by over-doctrinaire admin- 
istration and wracked by discontent. 
Often the discontent erupted into armed 
rebellions. The leader of one of the most 
serious of these rebellions appealed to 
Rama, lH. in 1833 for assistance. In res- 
ponse the Thais launched forces against 
Vietnam оп five fronts through Laos and 
Cambodia. All five were repulsed. The 
decisive engagement was the defeat in- 
flicted on Bodin near Sadec, not far from 
where Nguyen Hue had destroyed the ex- 
pedition dispatched by, Rama I 40 years 
earlier. During his retreat to Thailand, 
Bodin's forces were constantly harassed 
by Cambodian guerillas. 

The, Vietnamese again returned Chan 
to Phnom Penh with Truong Minh 
Giang, а Vietnamese general, as escort. 
But Chan died a short time later, and now 
the Vietnamese were not content to rule 
indirectly. They began a comprehensive 
and systematic assault on Cambodian 
forms of government, based on a formula 
of direct and pervasive management by a 
bureaucratic meritocracy — a methodo- 
logy incompatible with the more relaxed 
Cambodian model. Cambodia became the 
Vietnamese province of Tay Tran, and the 
daughter of Chan was placed on the 
throne. Vietnamese administrators were 
imported. A Thai report said the “Viet- 
namese raise their voices at every level” in 
Cambodia. Census and land registrations 
were undertaken. A Cambodian army was 
organised along Vietnamese lines and 
with Vietnamese officers. Cambodian of- 
ficials were obliged to wear Vietnamese 
uniforms and use Vietnamese forms of ad- 
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dress. Most serious in the eyes of Rama 
Ш, Cambodia's Buddhist institutions, 
which were common to Thailand, were 
threatened with replacement by more sec- 
ular Vietnamese arrangements. 

The resentment engendered by this 
heavy-handedness led to widespread 
guerilla attacks against Vietnamese sol- 
diers and civilian settlers. But the rigid 
Vietnamese officials did not fully com- 


| prehend the Cambodian reaction. Appa- 


rently truly puzzled, Truong twice in 1841 
assembled Cambodian nobles to ask why 
the people were angry. 


he three brothers of Chan became the 

focus of anti-Vietnamese resistance, 
though the oldest, Snguon, died before he 
really became a factor. Possibly in an ef- 
fort to minimise competition between the 
other two, the Thais gave them separate 
territorial responsibilities: Duang and Im 
were made governors of adjacent pro- 
vinces on the Thai frontier. The effort was 
not successful. A Vietnamese agent con- 
vinced Im that the Vietnamese supported 
him, but that his brother was conspiring 
against him. In accordingly defected to the 
Vietnamese. He was promptly jailed, but 
was trotted out from time to time when it 
served Vietnamese purposes. 

The coalition having been split, Duang 
was left as the only anti-Vietnamese 
claimant to the Cambodian throne. With 
him in tow, Bodin in 1841-42 once more 
led an army on the now-familiar route ac- 
ross Cambodia to fight the Vietnamese. 
Once again he advanced to the Sadec re- 
gion before being routed, this time with- 
drawing to Phnom Penh. Truong commit- 
ted suicide after retreating from Phnom 
Penh. 





the scene. In those underpopulated times | 
the general Thai policy was to herd Cam- 
bodian and Lao civilians to Thailand for 


permanent resettlement. There were 
limits, however, and once when several 
thousand Cambodians trekked to the Bat- 
tambang border to seek food, Bodin com- 
plained to Bangkok that they resisted 
being sent back to Cambodia. 
Vietnamese refugees also continued to 
come to Thailand. Many were Christians 
fleeing religious repression, Some were 
deserters from the army in Cambodia. 


| Thai debriefings of deserters record poor 


| 





Refugees were an important feature of | 


‘The Vietnamese not only ate 
up land, but inevitably attempted 
to impose different cultural 
and administrative patterns 
on Cambodia. The scars гетаіп.? 


morale owing to malaria, food shortages 
and guerilla attacks. The Thai were ini- 
tially unsure how to deal with Vietnamese 
refugees. For a number of them an in- 
teresting solution was found: two Viet- 
namese artillery units were formed and in- 
corporated into the Thai army. 

Although Im died in 1843, leaving the 
Vietnamese without a front man, Vietnam 
pressed on with the war. They regained of- 
fensive momentum and recaptured 
Phnom Penh while Bodin was in Bangkok 
for consultations. They advanced towards 
Udong, but were decisively defeated — 
largely due to skilful Thai use of massed 
elephants — and returned to Phnom 
Penh. 

At this point exhaustion became the 


| principal factor in the war's progress. 


Bodin was weary. He repeatedly re- 
quested permission to visit Bangkok. He 
complained about his Cambodian troops, 
who "flee at the sound of Vietnamese 
drums." He was also concerned about the 
protean loyalties of the Cambodian 
people. 

Occasional shipments of relief rice 
from Thailand did little to alleviate 
the food shortages which resulted from 
the peasants’ inability to work their fields 
during several years of war and disloca- 
tion. Bodin also saw that many war-weary 
Cambodians were being lured by the new 
Vietnamese tactic of setting up markets 
for them. The Vietnamese, apart from 
their continuing internal turmoil, were be- 
ginning to feel strong French pressure on 
Vietnam itself, which weighed more heav- 
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пасу took over. 

gotiations, Duang was proclaimed kin 
— by both sides, and he agreed to send tri- 
` bute to both countries. Politically and in 
` Cambodian. perceptions the Thais came 
` out ahead: the Vietnamese eventually 
= withdrew their troops, and a Thai commis- 
— sioner was posted in Udong. When Bodin 
| died, Duang erected a monument to him 
— ingratitude for his efforts against the Viet- 
|. namese. 

- . This historical sketch is not intended as 
a parable for our times. Things have 
| changed too much to draw direct lessons 
` from 150 years ago. Global geopolitics 
- "and ideology now do intrude. Neverthe- 
ess, interesting observations can be made 
about the Thai-Vietnamese competition 
er Cambodia in those days. Among 










































` * The Cambodian governing circles were 
ontinuously divided. For noble and not- 
oble motives, contending factions 
ght support from either Thailand or 
tnam. The instinct for preservation of 
nation or of personal position made 
апу of the Cambodian ruling class sus- 
ceptible to blandishments and subversion, 
` зо that even during the most oppressive 
— days of Vietnamese rule, there was a pro- 
- Vietnamese element in Cambodia. The 
- Cambodian peasantry, motivated by more 
— basic instincts, leaned to the side which of- 
_ fered relatively more security and food. 
X Thus they could rebel successively against 
the Thais and Vietnamese, and then begin 
` to tilt back to the Vietnamese, within a 10- 
` year period. 
^» The Vietnamese were able to maintain 
_ап effective military presence in Cam- 
- —bodia despite severe domestic problems 
.. and an army of debatable quality at the 
` “lower levels with only one in 10 men hav- 
| inga rifle. Only when a proximate exter- 
nal threat to Vietnam itself appeared were 
- — they compelled to withdraw. If the Viet- 
namese court had dealt more intelligently 
ith foreigners and attenuated that 
threat, fighting in Cambodia might have 
continued for many years. 
Thai dip teary hes of Vietnamese cun- 
— ning and deceit became institutionalised. 
— Messages to field commanders often con- 
-— tained warnings to be alert for Vietnamese 
plots. An 1842 report explained a 
- battlefield defeat as due to the Thai com- 
-. mander's failure to account for the "tricky 
` thinking of the Vietnamese." Because of 
such attitudes, the Thais waited two years 
before ratifying the 1845 agreement to end 
the fighting. 
— —» While the Thais strove to expand influ- 
- ence over Cambodia, the Vietnamese 
strove to expand power. The Thais were 
М just as acquisitive of territory as the Viet- 
— namese. In addition to Battambang and 













— Siem Reap, they took a large section of 
| northern Cambodia in 1814. But the Thais 
were generally content with a pro forma 
suzerainty, as long as the Cambodians 
` acknowledged their vassalage. The Viet- 
namese not only ate up land, but inevita- 
bly attempted to impose different cultural 


| and administrative patterns on Cambodia. 
= The scars remain. 
HS i ze : " 


After protracted 








ue کنن‎ 32. 
№ Zealand-born, Hongkong-based 
journalist Kevin Sinclair, in his latest 
book, Asia’s Finest, recording the his- 
tory of the Royal Hongkong Police 
Force, proves again that New Zealand 
reporters are the world’s best. He has 
produced what is really a concise and 
colourful history of Hongkong. His re- 
search uncovers details which are a com- 
plete surprise to a senile idiot like myself 
who has been based in Hongkong for 
nearly three decades. 

For instance, I learn that Queen 
Elizabeth IT did not award the title of 
“Royal” to the Hongkong cops until 
1969. I thought they were “Royal” when 
I arrived in 1956 after 11 post-war years 
in Imperial Japan. The award was 
granted two years after the bloody riots 
of 1967, when the police saved Hong- 
kong from disaster — which would have 
embarrassed Peking. Her Majesty's 
award recalled that the Hongkong police 
had been born as part of the Colonial 
Police Force under 
Queen Victoria in 
1841 (13 years before 
the birth of Sherlock 
Holmes). 

In 1967, Red Guard 
violence crossed the 
border from Canton, 
bombs меге being 
exploded in Нопр- 
kong and mobs were 
assaulting the police 
and their own kith and 
kin. And the crazy up- EM 
roar dragged on from | * i 
May until the end of g 













































































king had angrily inter- 
vened in September to try to end the 
people-vs-police struggle, which, it is in- 
structive to recall, confused the hell out 
of the Peking leaders, because “victory” 
would have been a defeat for them. 
Party-line posters went up at last in Can- 
ton, condemning the “pro-Peking,” anti- 
Hongkong rioters: “They are only trou- 
ble-makers, who have attempted to 
cause an international problem for 
China." 

We foreign-devil pressmen working 
then in Hongkong recall how we had to 
watch carefully when we passed the com- 
mie-dog Bank of China building, be- 
cause bottles (empty) and other missiles 
were flung at us from the top-level ter- 
race. The Foreign Correspondents Club 
was then on the top floor of the Hilton 
Hotel, where several bombs were 
exploded. 

Sinclair, in this chapter, makes clear 
that the Hongong commie-dogs and 
Canton Red Guards were independent 
and convinced that they owed no obedi- 
ence to their masters in Peking. But, he 

reports: “Many of the ringleaders and 
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the year, though Pe- Royal Hongkong police: heroic heritage 





agitators were behind bars, either in 
prison or detained under emergency 
regulations. In Peking, the authorities 
had quietly begun to mend their fences 
with Britain. In Hongkong, the trouble- 
makers had been repudiated by the pub- 
lic and by the mainland. 

“A sense of quiet optimism was felt in 
the force. Things began to return to nor- 
mal. A cautious sense of ease was appa- 
rent. Policemen began to enjoy occa- 
sional days off and to catch up on some 
of the leave they had missed for many 
months. Although weeks of bomb 
threats and demonstrations still lay 
ahead, the 1967 disturbances were ap- 
proaching a welcome end. 

“The police had stood firm. The pub- 
lic was virtually unanimous in its praise 
of the men who had saved the colony. 
They were Hongkong heroes.” (But still 
not “Royal” heroes.) 

I have stupidly concentrated too much 
on Sinclair's coverage of a past year that 
could become a vital 
future year. He has 
given a detailed history 
— with front-page 
news stories and equal- 
ly admirable news pic- 
tures by South China 
Morning Post's Sunny 
Lee — of the cops who 
protected Hongkong 
for nearly 150 years. 

Sinclair also records 
efficient Interpol links, 
the successful struggle 
against triads and 
opium-smuggling апа 
the welcome arrival of 
many lady cops. (The 
force now totals 23,500 men and women. 
5.500 auxiliariés and 5,000 civilian staff.) 

There are also typical Sinclair anec- 
dotes — like the: “death of a dragon." 
when the late chief inspector Richard 
Darkin in the 1930s was compelled to 
track down in a remote area of the New 
Territories *a huge creature, which had 
alarge horned head and a huge body tap- 
ering away into the bushes." 

The amazed chief inspector loaded his 
rifle and led two constables towards the 
"dragon," to discover that it was "the 
largest python I had ever seen and it had 
killed and partly eaten a young buffalo. 
It had swallowed most of the buffalo but 
the head and horns were protruding 
from its mouth." Eventually, as the 
snake digested its meat, the head in the 
normal course of events would have fall- 
en out and the dragon would have disap- 
peared. So Darkin is renowned today in 
the New Territories as the only Hong- 
kong policeman who ever slayed a dra- 
gon. There are many more stories as 
good as this in Sinclairs Hongkong 
police review. 


































A 


Nove LISS TAA EASTERN NOMEN 








Computers/Inform tion Syster 





. INS NETWORK 20-YEAR DEVELOPMENT PLAN 


| РҮ 1882 | | | 
ма ж А E E T | à 1 Ў 1 
adao ada Ta OBAMA 


И 
Н 
i 
H 
1 


А awit (CHORE if over 00 Q0 popiulidion: 
Packed змова serie Cite оек 70,001 papatalo 


x 
other networ 





Telecommunications technology and com- 
puter technology:have so converged within 
the past decade that the distinction barely 
exists. Communications technology now re- 
lies on computers at almost every step in 
processing and routing messages and con- 
faa) versations: and almost any computer, in- 
cluding any serious personal computer (or microcomputer), can 
be used as a sophisticated communications device. 

The incredible microcomputer, driven by a single, relatively 
inexpensive chip called a microprocessor, has brought about a 
revolution. The computer has slipped the confines of the data- 
processing departments and their priestly corps of white-suited 
technicians to land on everyman's desk. 

Fhe real impact of this revolution is coming with the exploita- 
tion of the microcomputer’s communications potential along 
with its conventional calculation and word-processing functions. 
Equipped with a modem, the microcomputer can be linked over 
telephone lines to other computers around the world to send and 
receive messages, retrieve information from external data bases 
and electronic bulletin boards or newsletters, or to pass on data 
for external processing. 
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Second step: Extension of INS throughout nation i 















Third step: Maturing of the IN 





Be Formation of “Digital 
Ш One Link” between ай 
ү major cities and towns 
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ictable computer 


It seems inevitable that the microcomputer is destii 
come the single most important tool on the desk of 
who works in an office. After the hype and jargon is pa 
there is still little doubt that a computercansave time a 
— if properly selected, equipped. with the right prograi 
properly used. d di 

Yet, as the computer becomes a familiar feature of 
and even the home, it still disturbs. Unlike the tele 
typewriter, each of which straightforwardly does о! 
thing and does it in a comfortingly predictable manner 
tean machine seems to take on too many different for 

One moment a super typewriter, the next it is a be 
exploding arcade game. Purportedly it can also repla 
machine, calculate taxes, play bridge, balance chec 
keep track of recipes and deliver stockmarket inform: 
computer disturbs by evading our attempts to pin dos 
what it does and how it does it. 

Even more disturbing, there seems to be no recogni: 
ard of competence with microcomputers analogous tc 

Ev 







how to drive a motorcar or use a typewriter. 
task as typing a letter and printing it requ 
dures on microcomputers using differen 
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ІЕЕ ИМЕ, A PRODUC’ 
COMES ALONG 
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This is the case with the Minolta EP450Z Automatic Zoom PPC. 


The “Z” in the product name stands for 
"zoom". With the EP450Z you have the option 
of selecting any variable magnification ratio 
between 0.640X and 1.420X. 

Think of it! Now you can scale your original's 
image area up or down to ће size you want, 
irrespective of paper size! 

But this isn't all! The EP450Z also gives you 

two automatic selection modes: 
Automatic Magnification Selection (you select 
the paper size; the copier calculates the most 
appropriate magnification ratio according to 
the size of the original in use) 


See the EP4507 at these Minolta subsidiaries and distributors: 


Tolwon prine оте Ms Corp. ПН. 75, Sec. 4, Nanking E. Rood, Taipei 
ne: ( 

Hong Kong Minora Hong kor Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon 
hoi 

Singapore i о Singapore и (Pte) o eri Middle Road, #07-O1 Chiat Hong Bldg. 

Phone: 

Moloysia сум I Marketing Sendian Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor 

Thailand Tene Supply Со. Utd. 1808-1812 Kasemrat Road Klongtoei Bangkok ТОПО 
Phone: 381-0215, 252-0155 —7 

Philippines 


сеи Ing. ¢ apres Bidg. Banawe Cor. Alok St, Quezon City, Metro Manila 
one: 4 


MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-ku, Osaka 541, Japan 




















and Automatic Paper Size Selection (you select 
the required magnification ratio; the copier —.. 
selects the most appropriate loaded paper siz 
One other thing about the EPA50Z: isa 
Minolta. And this name is your assurance of 
the highest quality copy reproduction 
obtainable. 
Plus ease-of-operation, reliability and 
expended copy processing system capability 
with new document feeder and sorter options. 
The Minolta EP450Z. 
The world's first Automatic Zoom PPC that's 
setting the new path for all copiers to come. 


P4507 
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indonesia РТ. Perdana Nirwana Abadi Co. 678, Л, Krekot Raya, Jakarta Pusat Phone: 372-809 
india Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi-HOOI9 

Phone: 682475, 682476 
Pakistan Allied Equipment Ltd. First Floor, Nelson акы 1, 1. Chundrigar Road, 

GPO. Box 680, Karachi-1 — Phone: 210146 


Bangladesh Bromans international Lid. G.P.D. Box 767, Adamjee Court 15-120, 
Monti ,Dücca Phone: 232293 
New Zealand Viko Ho А itd. MSi Big Or Cnr. Khyber Pass and Nugent Sir, Р.О. Box 220, 


Auckland 3 Phone: 706-294, 7 
Australie bee Ma anc tid 88 B9 Tulip St, Cheltenham, Melb. 3192 Phong: S84- 01 
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NEC is the title sponsor of the Davis Cup 
and Federation Cup worldwide 


TECHNOLOGY 


How NEC helps curb rising costs 


At NEC, we have general purpose 
always believed that auto- computers and ASTRA 
mation effectively 14 business computers 
raises productivity ; i as it does to personal 
and lowers business .— __ ! computers like 
costs = m PC6000, 8800, 

Through “CEC, he Î and 16-bit АРС 
our unique integrateo зы» The NEC tele- 
computer and com- + conference system 
munications technok takes our philosophy 
we're proving this to yet another step. 
be true. Combining a variety 

The NEC digital EPBX system, of data processing 
based on 80 years of know systems with 
how in the telecommuni — communications 
cations field, illustrates systems, it can 
this cost-cutting save businesses 
potential. Utilizing millions of dollars 
the latest fiber annually —and 
optics transmission business people 
techniques, it lets thousands of hours 
you link voice and of needless travel 
data systems into These are only 
a single cost-effec- a few of over 
tive communications 15,000 different 
network industrial, 
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accessible business and home 
to all electronics products 
Computers manufactured by NEC. 
incorporating They spearhead our 
our оит drive to boost 
advanced productivity and 
semiconduc-; curb costs by way 
tors plug | of “С&С”—а 
nicely into this | concern shared 
network, 3 | by our customers 
trimming À | in over 140 
profit-eating countries. 
expenditures 
all along the “~ 
way. This applies ` к 
as much pn large NEC Corporation 


Tokyo. Japan 
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the best means of er 
microcomputer: revolution and not its victim. 

ic may soon become the single most important 
function of the office microcomputer, but it is also the one sub- 
ject least li to Бе satisfactorily covered in the operating 
manual, if itis mentioned at all. Local area networks (which link 
computers at one location) and modem-based communications 
(linking computers in remote locations over telephone lines) are 








ıJ you look inside a microcomputer you will 
| see one or more printed-circuit boards. The 
“small black boxes mounted on the board are 
integrated circuits (ICs), connected by 
metallic circuits printed on to the board. 
Each IC comprises a microchip, a densely 
ЖЕ ma packed maze of microscopic circuits etched 
in silicon and encased in a protective ceramic package. 

The most important part of the microcomputer is а single chip 
called a microprocessor. This is what actually does the work of 
the computer; the rest of the chips supply memory storage and 
allow the microprocessor to send and receive data to and from 

, external devices. 
The computer handles information in the form of bits — vol- 
‘tages or switch positions representing 1s and Os (see Bits and 

Bytes). The microprocessor also contains thousands of tiny cir- 

cuits called gates which can compare two different bits. An 

AND gate returns a logical 1 if both its inputs are 1s; an OR gate 
returns 1 if either input is Land so on. 

By connecting many gates together, groups of bits represent- 

ing numbers can be combined 

© (arithmetic operations) or 

: compared (logical or decision 
| operations). 

The microprocessor stores 
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Applications information in read-and-write 
software ... 58 memory known as random-ac- 
Bits and Bytes 58 cess memory (RAM) chips. A 





byte stored in RAM could rep- 
resent a character of text, part 
of a number or part of a próg- 
ramme instruction. Random- 
access means that each byte of 


Operating.Systems — 61 
Discs and storage — 62 
Modems — 62 



























Local area RAM has a unique numerical 
networks 64 | address: any byte can be di- 
Offices of the future _ 64 | rectly retrieved by its address. 
А Data stored іп the сот- 
Public telecom- puter's RAM is volatile — it 
munications 73 | disappears if the computer is 
VANs 74 turned off. Certain. informa- 













tion — such as instructions to 
be followed as soon as the com- 
puter is turned o 








ng hostile spaceships 





are stored | bles a typewriter ke 


COMPUTERS/ INFORMATION SYSTEMS 





the two ways that microcomputers can talk with and tap 
sources of other computers. зуд ; 
Electronic mail systems and their analogues facilitate 
puter communications. Like the microcomputer software indi 
try, these systems are at an early stage of developmen 
linking with other electronic mail systems or the conventior 
telex network can be difficult or impossible and there are ot 
limitations as well. But these rapidly-growing networks; a 
with facsimile, are shifting the cost ( versus) speed and со 
ence thresholds of digitalised communications, making these 
proaches a viable alternative to conventional mail. 
and telegraph services for medium апа small busi 
even individuals, VERTU 
These new communications options are generating diffe) 
kinds of demands upon national and international telecomm 
cations systems. In Asia, Japan is taking the lead in restruct 
conventional voice and data telecommunicatiofis networks | 
a unified digital-based information network system t 
meet the communications requirements of the decades ahead. 








































permanently in read-only memory (ROM) chips. ROM i 
dressed in the same manner ав RAM is, but it is conventior 
refer to read-and-write memory as RAM. 

Other chips manage the microprocessor's primary commun 
cations, reading the value of a key pressed on the keyboa 
sending signals to a monitor to make a pattern — say, th le 
"e" — appear at a certain location on the screen, or mo ingd 
to and from external storage on floppy discs and o 
(see Discs and Storage). Т 

Input-output ( VO) ports allow the microprocessor to c 
municate with external devices such as printers, disc drive: 
modems. Devices which can be directly connected to th com 
puter in this way are collectively referred to in computer jargo 
as peripherals. 

This is really all there is to the microcomputer: a microproces 
sor chip which can combine and compare signals representing 1 






















































This FOCUS was written by Robert Delfs in Hongkon 
assisted by Tony Payne (Offices of the Future) ай 
Gene Gregory (Electronic Highways) in Tokyo. 










and 0s connected to other chips which can store 1s and Os by th 
thousand and circuitry which send and receive Is and 0s to án 
from other devices. | 

The magic of the computer lies in the way the microproces 
can be instructed to combine and compare Ts and 05 in differen 
ways by a set of commands called a programme (also coded in 1: 
and 0s). ur 

One programme might process 15 and 05 representing пит 
bers to solve a mathematical problem. Another might store 1 
and 05 representing characters of text, rearranging them as re 
quired when the author wishes to change a word or move a pas 
sage from one place to another. Yet another programme migh 
manipulate large arrays of 1s and Os representing lit and unli 
points on a monitor screen, graphing changes in a compan 
earnings over time or portraying a fleet of attacking spaceshi 
The other part of the computer's magic is that it does 
things very, very fast. SER 

Thé computer is controlled via the keyboard and a cathod 

CRT) screen called a monitor: The keyboard ғ 
Gard with extra keys: when a key 


































































OMPUTERS/ 


1, the computer reads the key as a byte (or eig 
) according to the ASCII character code 
(es). à; 
ү) monitor or CRT is-basically a high-resolution TV screen. 
Ап electron beam scans across the phosphor-coated screen re- 
atedly to produce a series of closely-spaced horizontal lines. 
n the beam intensifies, a bright dot will appear on the screen 
re the beam is pointing. By sending carefully timed pulses of 
rgy to the CRT, the computer can arrange dots on the screen 
ch appear as lines or characters. Most monitors display text 
25 lines of 80 characters. 
printer is an indispensable component of almost any work- 
mputer installation. Dot matrix printers use an electroni- 
controlled print head to generate characters from closely 
ced dots. Sophisticated dot-matrix printers can be controlled 
€ computer to produce graphs, charts and even fair rep- 
sentations of a photograph or video-camera image. Daisy- 
el printers imprint each character from a wheel which spins 
pidly to bring the proper typeface element into position. . 

















































IPPLICATIONS SOFTWARE 


is is what 





Applications software makes the computer 
‘do what you want it to do — making the 
computer into a super-typewriter, comput- 
Ё ing your income tax, keeping track of inven- 
"tory or whatever. Packaged commercial- 
BY applications software is sold configured for 
: specific operating systems and particular 
icrocomputer models. Custom software is a programme de- 
oped expressly for the user's needs, usually by a professional 
tammer or software house. Most custom software is written 
inframe installations, but as microcomputer networks re- 
lace’: mainframe-based ‘terminals, customised-software- pack- 
es for micros which complements retail software will become 
ncreasingly common. 
. The option of developing one's own custom software should 
ot be dismissed." With several high-level language software- 
evelopment packages available, writing programmes has be- 
come much easier.’ Some of the most useful tasks that a micro- 
computer can do/will require only a simple programme which 
could be written by the user in a couple of hours or less: . - 
Currently, there is more software available for the Apple and 
he IBM PC {һап {ог any other microcomputers, which has 
. prompted other manufacturers to develop compatible models 
| that can run the same software. These emulative computers do 
not necessarily run all software designed for the computers they 
emulate. 
Commerical programmes for micros are usually sold on 
. floppy discs which usually incorporate features making it impos- 
sible for the:user to make extra copies (ог more than one back- 
up copy) of the disc. So-called nibble copiers are programmes 
which can outsmart the anti-copy features by ignoring the disc 
directory and replicating the entire contents of the disc a byte at 
atime. . b к. E. | 
Retail software packages are available for almost any chore a 
computer might'be required to do, ranging from. stockmarket 
analysis to flight simulators to menu Janners and bridge game 





































"Computers handle information in the 
form of binary digits, or bits. A bit is sim- 
р!у-а 1 or a 0 represented in any way. 
Binary data is easy to store and to 
transmit. When the computer transfers 
data internally, a 5 V potential on'a line 
represents a 1. Zero voltage represents 
0. A binary value can be stored by setting a switch open or 
closed, or by magnetising a tiny area on a floppy disc in one 
direction or another. 
Binary values can represent numbers just as our normal 10- 
valued decimal system. In binary, the number one is rep- 
‚ resented as 1, but two is 10, three is 11, four is 100, five is 101 
and so on. S 
A computer handles data internally in groups of bits. The 
most commonly-used unit of data is eight bits, or a byte. A 
byte is enough binary places to express the integers 0-255 
(two to the eighth power = 256). Two bytes can directly rep- 
resent the integers —32,768 to +32,768. Real numbers (num- 
bers with fractions such as 1.5 or 345.678) are stored in float- 
ing-point decimal exponential form. For example, 410.5 
would be stored as 4,105Е100 or 4.105 times 10 to the 100th 
power. | : 
*Groups of bits are also used to represent alphanumeric or 
keyboard characters. The five-bit Baudot code used by many 
teleprinters can express all upper-case letters plus a set of 
+ control characters to indicate. carriage return, end of mes- 
sage, etc. A shift character extends the Baudot code to indi- 
cate numbers and other figures. Pa 
ASCII (American Standard Code for Information. Inter- 
change) is the universal standard-character code. set for 
microcomputers. ASCII uses seven bits to represen : all the 
upper- and lower-case letters, 10 decimal numeral: 1 
tuation and other graphic symbols, as well as 33 control 
characters. 2 ДЕ, 
Microcomputers commonly use an entire byte tó store or 
transmit an ASCII character. The eighth bit is left unused or 
it can double the set to allow. an additional 128 special 
graphic characters to be displayed on the computer monitor 
screen. 0 
Itis not normally necessary to know the ASCH code to 











The majority of commercial microinstallations are pur- 
chased with one or more of the following major applications in 
mind: 


WORD-PROCESSING (WP) software combines a screen 
editor for composing and editing documents on the computer 
screen and a print formatter for use with a dot-matrix or daisy- 
wheel printer. i 
Writing on the screen is easier than using a typewriter. The 
ability to edit or re-edit a document on the screen and im- 
mediately obtain a clear printed copy is enough to win over most 
people. But learning to use a word-processing system requires a 
certain amount of time and application. Trying to use a system 
without learning its editing and file handling commands is likely 
to.cause frustration and lost documents: | 
‘The: screen editor allows the user to insert and delete text 
freely, move passages from one place to another, search for spe- 
cific words or phrases plus special functions such as replacing 
every instance of “John Smith" in a text with “Frank Jones." The 
screen acts as a window over the text which cari be moved by 
scrolling the screen forward or backward by lines or paging by 
screens of text. СЕ 
«Optional word-processor features include copying material 
from other files into the document you are working on, inserting 
footnotes, changing typefaces and facilities for checking spell- 
ing, changing the text of a document during printing to generate 
personalised correspondence and justified printing (with a suita- 
ble printer). 5 A ; 
t systems allow the user to change the format (linespacing 






























ће Baudot code to tele 1 up to the 
` computer to keep track of which bytes represent numbers 
and: which bytes represent: ASCII characters.and display 
them appropriately on the monitor screen. Cu 
Groups of bits can be moved from one place;to another 
within the computer as a unit over a set of patallel wires 
called. a data bus. Each line on the data bus represents a single 
bit. BET har à | 
The lines which are to represent logical Is are given a +5 У 
potential by the sending side. Logical Os are represented by 
O V. The receiving end reads the state of each bit by sensing 
the voltage state of the corresponding line. Additional lines 
establish which way the data is moving and tell the receiving 
side when to read the data. This system of internal represen- 
tation 018 апа Os is called Transistor-Transitor Logic 
(TTL). "i 

Parallel transfer is fast. An eight-bit computer. handles 

data over a data bus eight bits wide. A 16-bit computer moves 
- data in groupsof 16 bits and a 32-bit computer in groups of 32 
bits. < 

The computer communicates externally by means of input- 
output ports, or 1/О ports. Parallel UO ports are used for 

high-speed communication over very short distances such as 
to or from a disc-drive unit or a printer. 

The computer communicates with modems and other de- 
vices by serial transfer, which means that only one bitis trans- 
mitted at a time. Special circuitry within the computer con- 
verts eight-bit bytes into a serial streams of bits and back 
again. This сігсийгу сап also insert and recognise special 








and soron) of the document for printing, but this is not always 
easy nor will the options necessarily be the ones wanted. 

Machines sold as word processors are specialised microcom- 
puters designed around a word-processing software package. 
Supplementary programmes, for generating mass mailings and 
printing address labels are usually available. Dedicated word 
processors have standard function keys for most operations 
which are more convenient to use than ordinary microcomput- 
ers which may require multiple-key commands. On the other 
hand, most cannot do anything but word processing. 

There are many competitive word-processing packages on the 
market, some better suited to certain kinds of applications than 
others. There. is also considerable variation in convenience of 
use and intelligibility of operator manuals. The system which 
dealers or friends are pushing may not be the best for a user's 
needs, so'as many different systems as possible should be tried 
before buying. с. 5 


SPREAD-SHEET ANALYSIS programmes allow you to enter 
data, labels or formula into a matrix of rows and columns. The 
formula can define numbers appearing at that position in the 
matrix as sums, conversions or other functions of data in other 
rows and columns. This means the user can change an estimate 
of Accounts Receivable for the year and the Total Assets line 
(and any other lines incorporating Accounts Receivable) will 
automatically change accordingly. п 
These programmes can handle massive amounts of relate: 
data. Spread-sheets can be stored on disc or printed in whole or 
іп part. Newer versions either incorporate or can be linked to 




















01010011 = decimal 83 or ASCII ‘S' 











































framing bits or synchronisation bits which coordin 
and receiving of bits between the two devices. 
Most microcomputers have a serial I/O port that will: 
cept a special 25-pin plug-in cable connector that conforms t« 
what is called the RS-232-C standard. (RS-232-C is simply : 
convention assigning certain pins on the plug to specific fu 
tions.) "n 
Data bits are transmitted on only two of the lines (o 
sending and the other receiving). The others lines transmi 
control and timing signals between the two devices and pro 
vide a reference ground signal. RS-232-C uses +15 V to rep 
“resent logical 1 and ~15 V to represent 0, allowing signal 
be transmitted as far as 15m. RS-232-C is not the only stai 
ard of its kind, nor is it necessarily the best, but it has 
come nearly universal for microcomputers. | 
In general, most devices equipped with ап RS-232-C 
I/O port can be made to communicate with each othe 
may be more complicated than simply plugging one in 
other with a RS-232-C cable. Not all devices deseri 
232-C-compatible support all the specified functio 
fact, most configurations of RS-232-C are actually su 
the full standard and cannot be used interchangeably, 


ate sendin 


graph programmes which display data in the form of lin 
pie charts. |. 
The value of spread-sheet programmes in preparing w 
and reports goes without saying. Although the basic princip! 
the same, some versions аге more powerful than others:ar 
some are easier to use. All require extensive.sessions with- 
manual, practice and experimentation. 1 ant 


DATABASE MANAGEMENT SYSTEMS (DBMS). Any 
formation stored in a computer can be a database. DBMSis ase 
of general software tools that allow the user to store andiretriey 
information from a large database in useful systematic ways. 

Employee records, client files and inventory lists aret 
DBMS applications. A good DBMS will allow users to-des 
their own record system in such a way that they can quickly call 
up a record by listing one or more attributes (such as the name of 
an employee) and compile lists of records which fit:cert ün 
criteria — such as all clients whose average billingover a certain 
period exceeds a specific amount, or J apanese-speaking depart- 
ment heads, within minutes or less. ; 

Most DBMS include utilities for sorting’ file records and: 
generating reports and some include facilities for mathematica 
processing. Again, some packages are easier to use than others 
but in the case of DBMS the most powerful and flexible pack: 
ages tend to be the most difficult to learn. j E 

All information that goes into a computer database has fob 
put there by somebody and, to be useful,.a database must b 
kept up to date. Both factors should be keptinimind when se 
inga DBMS. с... Dose 
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| apply to people who only use their micro as a glorified type- 


client files requires careful consideration of data security, back- 
up procedures and a host of other questions that do not really 


writer. ^ 

A client record which contains sixteen 50-character fields or 
lines will occupy 800 bytes of disc memory. Adding an index to 
the file (to retrieve records by the client's name quickly without 
searching through every file on the disc) may cost another 80-120 
bytes per record. 

The means only some 175 client records can be stored on a 
normal 5.25 in. floppy or at most about 360 records per disc (with 
double-density 320 KB discs) and probably less: most DBMS do 
not use disc memory with perfect efficiency. Remember that one 
disc in a two-drive unit will be used to hold the DBMS pro- 
gramme itself, so it may be necessary to switch discs in and out of 
the second disc drive. If this is not satisfactory, a hard-disc drive 
may be needed. 


INTEGRATED SOFTWARE. Switching from one applica- 
tions programme to another typically involves changing discs 
and rebooting (turning the computer off and back on again), 
then using an operating system command to run the appropriate 
code file. 


Most software packages are not intercompatible — one can- 
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not always insert tables generated by a spread sheet pro- 


gramme into a document written in a word-processing system 
except by manually rekeying it. = 

An integrated-software system combines several compatible 
applications programmes such as word processing, spread-sheet 
analysis and'graphing and simplifies the process of moving from 
one programme to another. Substituting in part for a conven- 
tional operating system, an integrated system allows the user to 
invoke a different programme with a single command or by; 
pointing at an appropriate symbol on the monitor screen. ` \ 

Unfortunately, most integrated-systems components do not’ 
measure up to the best comparable single-application packages. 
Also, elaborate command-symbol graphic displays exact large, 
memory overheads and storing even a few large applications- 
programme components will exceed the capacity of a floppy 
disc. Integrated software often requires large random-access 
memories and expensive hard-disc drives without significant ad- 
vantages over less costly installations. 

With practice, even the more awkward operating systems be- 
come fairly easy to use and a well-designed extended-operating 
system can be essentially an integrated-software system minus 
the graphics. Integrated software may be the wave of the future, 
but only if better component programmes are offered — ideally, 
modular units that can be chosen to suit a particular application 
— and megabyte-range disc storage becomes less expensive. 








Todays solution to 
tomorrows needs. 


The supermicro of the future has arrived. 
Response models 100, 200 and 300, all incorporating two 


types o 


f memory — each with a minimum capacity of 768kB, 


expandable to 6 megabytes on the 16-board 300 model. - 

All programs can readily be modified, using the step-by- 
step, easy-to-master Question and Answer routines 
perfected by Response Technology. 

Standard software package includes: 
e general ledger € accounts receivable € accounts payable 
e payroll ® inventory control € word processing. 

Software developed for any Response system is 
compatible with any other. 


RESPONSE 


MU lp. c.m ес. “СЕЗШЕН. „чїй... وی ی ی و و‎ er SE 
Address all enquiries to: Response Technology Pte. Ltd., 51, Ayer Rajah Crescent, 
#02-06/07 Ayer Rajah Industrial Estate, Singapore 0513. Tel: 7795633/4. 

Distributed throughout Malaysia by Perkom Sdn Bhd, Tel: 720332/729872. = з 
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о was initially designed for computers based on 


Operating systems: middlemen | 


The most basic level of computer software is 
the operating system (OS). It mediates be- 
tween the computer and the disc drive, 
translating the programme's instructions to 
store or retrieve data into references to ac- 
tual physical locations on the disc. 

_=—Ҥ+—-+ The OS also defines how the computer 
will accept. and understand instructions from the user. It 
specifies how instructions (programmes), written in standard 
computer languages, are to be translated into the numerical 
code instructions required by the microprocessor. 

The OS usually includes built-in programmes that perform 
general housekeeping functions: making back-up copies of files 
or entire discs; removing files from the disc; inspecting a disc for 
physical flaws "апі so on. Some operating systems also include 
features normally considered applications software, such as 
screen editors, assemblers, compilers and facilities to chain sev- 
eral programmes together or to redirect programme input and 
output. 

Since different operating systems use different methods of al- 
locating data to disc sectors and different ways of translating 
programmes into machine code, even programmes written in 
the same computer language will not run in different operating 
systems without modification. 

A proprietary OS developed by a computer manufacturer for 
use on a single model or line of computers, restricts software 
packages to those developed specifically for that manufacturer's 
computers. 

The first operating system designed to be run on several dif- 
ferent makes of microcomputers was CP/M 
(Control Programme for Microcomputers). * 
Developed in 1973 by Digital Research, CP/M 





the Z80 family of microprocessors. New ver- 
sions are available for 16-bit microprocessors 
and other 8-bit microprocessors can use CP/M 
by adding’ special card (a small plug-in circuit 
board) incorporating a 780 microprocessor. 

CP/M is not the most elegant operating sys- 
tem available nor is it the easiest to use. How- 
ever it is inexpensive and currently the most 
widely-used of all microcomputer operating 
systems. CP/M supports most major program- 
ming languages, several popular word-processing and. data- 
base management systems and many other applications pro- 
grammes. 

Digital Research is developing new versions of CP/M for 
multi-user applications (where a single computer supports sev- 
eral terminals), multitasking (where it executes different pro- 
grammes simultaneously) and network environments where 
the computer is linked to other independent microcomput- 
ers. 

The introduction of the IBM PC has boosted the prospects of 
rival MS-DOS, a single-user 16-bit OS developed by Seattle 
Computer Products and distributed by Microsoft, MS-DOS is 
known in various manufacturers' versions as 86-DOS, Z-DOS 
and simply DOS. MS-DOS has become the most widely used OS 
for micros using Intel Corp.'s 16-bit 8086 and 8088 microproces- 
sors, including the IBM PC. 

MS-DOS is compatible with XENIX, a multi-user OS de- 
veloped by Microsoft. Like CP/M, MS-DOS mainly is used as a 
vehicle for commercial software packages, though it supports 
various language packages for users who wish to develop their 
own software. : 

The UCSD p-System, developed at the University of Califor- 
nia at San Diego and distributed by Softech Microsystems, isan 
extended operating system primarily designed for users wishing 
to develop their own applications programmes in the Pascal 
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computer language. UCSD programmes will run without modi 
fication on a wide variety of both eight-bit and 16-bit microcom- 
puters. E 

An integrated software system, UCSD's command structure 
is made up of hierarchical menus using single-key commands. 
UCSD offers features that other operating systems lack, includ- - n 
ing an assembler for writing programmes and sub-routines in as- _ 
sembly languages, an easy-to-use file-handling utility and a sc- - 
reen editor communicating directly with the Pascal compiler, all — 
invoked by one-key directives from a command menu. z 

Despite these conveniences, UCSD is not for the faint- 
hearted. Although the screen editor is faster and easier to use 
than many commercial word-processing programmes, the sys- _ 
tem does not supply programmes or routines to send formatting 
instructions to the printer: UCSD assumes you would prefer to _ 
write your own. E 

Very little commercial-applications software is distributed for 
the UCSD system. Software manufacturers understandably | 
want to keep users from copying programmes; UCSD's commit- 
ment to maximising portability and user-control makes copy l 
protecting virtually impossible. e 

UCSD software is available via electronic bulletin boards and 
computer magazines and from user groups. Some of these prog- 
rammes are the equivalent of very expensive commercial 
software packages. For those who do wish to write or adapt their 
own software, UCSD Pascal is a well-designed version of a pow- 
erful, easy-to-learn language. y 

The latest version of UCSD (Version 4) includes facilities for — 
reading CP/M disc files, multitasking, redirecting programme r 

input and output and hierarchical file organisa- E. 
tion. і 

The Unix operating system, like UCSD, is 
an extended-operating system oriented to- 
ward users who wish to develop their own — — 
software, though Unix-based commercial — - 
programmes are available. Unix is a main- 
frame-derived system for multiple-user sys- 
tems. Since a full implementation of Unixcon- _ 
tains programme segments too large to fit ona - 
floppy disc, Unix installations generally re- 
quire Winchester hard-disc drives or multip = 
floppy-disc packs. 

Developed by Bell lertrrandeteredin 
a score of different look-alike versions, Unix is inextricably tied to. .— 
the C programming language much as UCSD is built around Pas- 
cal (though both systems now support other languages), 

The C language allows bit-oriented operations which are in- 
tentionally unavailable in Pascal. This makes C (and Unix) bet- 
ter suited to some custom-communications applications. 

However, C is more difficult to learn than Pascal and Unix 
system commands and responses are so terse as to be cryptic to 
the uninitiated (Unix was originally developed for use on slow — 
teleprinter terminals). m 

These are only the most important operating systems availa- 
ble on a reasonably large variety of different manufacturers — 
machines. Although CP/M is clearly dominant in the eight-bit 
market, MS-DOS seems to have an edge for the new 16-bit 
micros. UCSD retains a solid niche as a dual system running on _ 
both eight-bit and 16-bit machines for micro users who wish to — 
develop or adapt their own software. Unix and its look-alikes — — 
are well-positioned to expand with the growth of networkslink- — 
ing 16-bit micros to mainframe computers. D 

Since an accepted industry standard has not emerged — nor is 5 
it likely that such a standard will emerge soon — many micros | 
are sold with a choice of operating systems. Even if there іѕ по — 
immediate intention of using an alternate operating system, pur- 
chasing a computer with several OS options remains the best 
course. 
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the-computer is turned off. External 
storage devices such as disc orggape 
drives are necessary when it is necessary 
‘to store larger amounts of data than can 
— be accommodated in RAM, or if data 
ust be maintained for periods of time when the computer is 
пей off or used for other tasks. 

Floppy discs are the most commonly used storage medium 
or microcomputers. A floppy disc is a thin, flexible piece of 
ylastic covered with à magnetisable coating similar to normal 
ecording tape. Floppy discs for microcomputers are pack- 
ed singly in protective plastic envelopes. 

The floppy disc spins rapidly within the disc drive. A 


































































lope to position itself over a concentric band in the disc 
alled à track. Each track is divided into segments called sec- 
tors, each of which typically can hold 256 bytes of data along 
tli a sector address. 
The moving record head can record and read data from in- 
dividual sectors on the disc just as a tape-recorder head re- 
ords and reads music from a tape. The advantage of a disc 
drive over a tape-recorder is that the disc drive does not have 
о run through ап entire reel of tape to get to a particular 
piece of data. The record head can move directly to the ap- 
opriate track on the disc. 
How data is allocated among different tracks and sectors is 
determined by the computer's operating system (OS), Dif- 
|! ferent systems for storing files and different directory formats 
“are the main reason programmes developed on different OS 
are not inter-compatible (see Operating Systems). As far as 


Modems keep touch 
th the real world 


Modems — a contraction of the word 
| modulator-demodulator — are the Key 
"to linking microcomputers to the exter- 
^nal world, extending the reach of the 


nd access to data and services stored i in 
ther computers all over the world. . 

imunicates internally by using different 
ne or lines to represent 1 Pus or 0 bits. 


А modem works by modulating (modifying) an audio-fre- 
iency sine wave to carry the pattern of bits (1s and 0s) from 
the computer over ordinary telephone lines. When received, 
the modem demodulatés the carrier signal and sends the bit 
_ data to the computer in the form it requires, 
. Amplitude-modulation (AM) varies the amplitude of the 
rier wave to correspond with the signal. Frequency-mod- 
ation (FM) varies the frequency of the carrier wave to rep- 
resent the signal. 
Audio-coupled modems use FM to produce an audible 
analog signal that сап be picked up through a normal tele- 
phone handset. Listeners near the handset can hear the signal 
as it rapidly alternates between two frequencies. The maxi- 
к m дело of an audio-coupled modem is 300 
$ 


modulation. Phase-shift key- 


e -ü | memory x: 
(RAM) i is limited and disappears when ` 







‘for microcomputers) can store up to 160 kilobytes (be : 


magnetic device can move over a window in the protective ^ 





omputer to include communications 


'cóffimunications authority сап be used: in others, custo: 


modulate ne telephone signal directly : 





: higher than in an’ nopen оеш market such as the United 


data which is treated as a unit for storage pur 


` may consist of a single document (text file, in which each y 


represents an ASCII character), numerical data (data file) or 
an executable programe (code file). Nortially, data i б 
moved tó and from the disc in complete files 
systems divide text files into separately access le pages and 
data files into sub-groupings called rec 5. by 
A floppy disc 5.25 ins in diameter (the most common size - 









KB = 1,024 bytes) with a normal disc drive or 320 KB with 
double-density discs and drives: 320 KB is 327,680 bytes, the 
equivalent of about 50,000 words of text or about half the 
contents of this magazine. 

А hard disc or Winchester drive is similar to a floppy-disc 


"drive, but the recording medium is a rigid aluminium platter 


instead of flexible plastic, sealed against dust or other conta- 
minants. The^rigid hard disc can spin much faster than a 
floppy with more accurate alignment of track positions, so 
more tracks can be squeezed into smaller spaces on the disc. 
Hard-disc drives can store up to 20 megabytes of data — 
more than 3 million words of text or the equiv alent of about 
30 issues of the REVIEW. 

New data-storage systems under development use laser 
beams to record data by burning a hole or bubble into a thin 
metal film. Optical memory devices will provide astonish- 
ingly large storage capacities of one to five gigabytes (a giga- 
byte is 1.07 billion bytes). A five-gigabyte optical disc could 
store 150 years worth of weekly copies ofthe REVIEW. Pro- 
totype systems have been demonstrated by several manufac- 
turers, some predicting that optical-based systems will be 
widely available by as early as 1986 and may supplant magne- 
tic memory technology by the end of the decade. 





BINARY CODING OF 
THE LETTER 'S' IN ASCII 


ing (PSK) shifts the phase of one cycle of the carrier sine wave 
by any of four to eight different increments. Since eight possi- 
ble phase shifts can represent all possible combinations of 
three binary bits, PSK modems can achieve a bit-transfer rate 
three times higher than the signal transfer — or baud — rate, 
allowing data to be transmitted at 3,600 bps on a 1,200 baud 
line. 
Phase amplitude’ ‘modulation (PAM) combines PSK with ~ 


“AM to allow bit-transfer rates of up to 16 times the baud rate. 


Intelligent modems can place telephone calls, answer in- 


. coming calls and terminate the connection at the end of a ses- 


sion under computer-software control without human inter- 
vention. Very intelligent modems can automatically adjust 
their speed and parity mode to match-another modem and 
store telephone numbers. 

In some countries, any modem approved by thé local tele- 









may be required to purchase or lease modemis directly 
the telecommunications authority or local telephone com- 
pany. The range of models may be much less and prices much 
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mata General 3 
. helps Australia II win the - 
America’s Cup 3 








Data General computer systems provided the crew and 
technicians with instant statistical information to give them the 
winning edge over the Americans. 


And the same technology that helped Australia Il win the i 
132 year old America's Cup is providing similar business solutions [: 
for companies and Governments all round the world. ү 


€» DataGeneral 


proud to be part of a historica! sporting moment. 1 

- 

HONGKONG DATA GENERAL ASIA Data General Hong Kong Sales & Service Ltd.. 12/F Yu Yuet Lai Building, 43-55 Wyndham Street, HONG KONG. Tel: 5-2401515 H 
Tix: 61666 DGAMO HX € SINGAPORE Data General Singapore Pte. Ltd., 141 Market Street, # 09-02 Harapan Building SINGAPORE 0104. Tel: 2219677 ti 

Tix: RS 20220 DATGNS ө THAILAND Data General Thailand Ltd., P.R. Building, 2189 New Petchburi Road, Bangkok, THAILAND. Tel: 3146537 Т1х:82977 DATAGENTH ч 
DISTRIBUTORS: INDIA Patni Computer Systems Ltd., 303/304 Regent Chambers, Nariman Point, Bombay 40021. Tel: 243255 Tix: 116948 PCSIN e INDONESIA ў 
Р.Т. Infodala Indonesia, Rooftop Executive Suites, 5. Widjojo Centre, Jalan Jenderal Sudirman 57, Jakarta, Indonesia. Tel:587731 Tix: 46445 INFO ІА ө KOREA Oriental - 
Systems Industry Co. Ltd., 10-F Tae Hwa Building, 194-27 Insa-Dong, Jong Ro-Ku, Seoul, Korea. Tel: 7221337 Tix: ORANGE K27335 ө MALAYSIA Dataputra —— 
(Malaysia) Sdn. Bhd. Ist Floor, Wisma Yan,Jalan Selangor,Petaling Jaya, Selangor. Tel: 554066/554216 Tix: МА 37561 e TAIWAN Tatung Electronics Corp., 22 Chung } 
Shan N. Road, 3rd Sector, Taipei, Taiwan, Republic of China. Tel:2-5925252 Tix:22830 TATUNG ө SRI LANKA Dataserve Ltd.,377 Daley Road, Colombo 10, Sri Lanka. f 
Tel:93673 Tix:21151 INTRASA СЕ ө PHILIPPINES Dataprep (Philippines) Inc.,G & S Building, 250 Buendia Avenue, Makati, Metro Manila. Tel:8186116 Т1х:63968 DPP FN 
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OMPUTERS/INFORMATION SYSTEM 
REA NETWORK 


undling p 
It is not difficult to connect. two microcom- 
puters with anull modem so that data can be 
passed from one to another. À null modem 
is simply an. RS-232-C cable (see Bits & 
Bytes) with a few wires crossed so that the 
line for transmitted data from one computer 
TUE BEA is the receive data line for the other and so 
h. This makes thie device on the other side of the circuit look 
miodem to both computers. 
will work for computers up to 15m apart provided they 
the standard asynchronous serial data protocol. It is an 
ay to transfer data or programmes between two com- 
rs which use the same operating system but different disc 
s; Of course there must be programmes or operating-sys- 
commands to transfer data from the disc to the serial input/ 
put port of the first computer and then back to disc on the 
nd computer. 
al area network (LAN) can connect many more com- 
rs, making it possible for independent microcomputers to 
municate with each other and share expensive peripheral 
ces such as hard-disc drives, modems or high-speed line 
nters. "s 
‘Such a network of microcomputers offers many of the advan- 
ages of a system based on a mainframe computer (such as access 
o а common data-base), but each microcomputer retains the 
jility to function indépendently using its.own software and 
rage capability. , 
The hardware costs of a microcomputer network can be sig- 
cantly: less than an equivalent mainframe-based system. 
tware costs can also be much less, since each microcomputer 
run simple programmes designed for single-user applica- 
ns including off-the-shelf retail-software packages. 
LANs are expected to play a rapidly growing role in office au- 
dation as the use of microcomputer as workstations linked to 
ther micros and/or mainframe computers increases. 
А typical LAN moves data апа messages around an office 
ver a simple pair of twisted wires. Each microcomputer or 
eripheral device is linked to the network via a network station. 
js.station, which may support a total of four, eight or more 
computers, breaks down data from the computer into small pac- 
ets of bits and transmits them over the wire pair as a series of 
iigh-speed pulses. Each packet is prefaced by a sequence of bits 
hich represent the.address of the receiving device. 
Because the pulse rate is very high (often more than 1 million 
s.pet.second), a twisted-wire pair can simultaneously carry a 
arge number of packets from different machines addressed to 
r machines. The network station will copy every packet pre- 
‘aced with the address of a device under its control, reassemble 
he data bits from the various packets and pass them on to the re- 
ving computer or-device as a normal serial or parallel data 
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The number of devices that can be linked in a LAN is limited 


. only by the number of bits allocated in each packet as an ad- 


dress. "Typically, packets use 7-bit addresses which means the 
network can support up to 128 computers or other devices. 

The network stations ensure that different packets do not col- 
lide and check each packet when it is received for errors. All of 
this, along with the process of bundling and unbundling packets 
of bits, is done without the involvement of the user or the user 
computer. Each microcomputer simply sends commands to the 
network station indicating what it wants to send and to whom. 

Although the basic technology is similar in most LANs, there 
is considerable variation in different manufacturers’ implemen- 
tations both in low-level methods for arranging communications 
among the network stations and methods of linking and issuing 
commands between the microcomputers and the network. Spe- 
cial software and sometimes hardware is needed to connect dif- 
ferent makes of computers into a single network. r 


OFFICES OF THE FUTURE 


Computing at 


he place of 
one’s choice 


, Plain economics dictate that everyone who 
is not already computing, soon will be, An 
ЇВМ PC with appropriate bells and whistles 
is about US$5,000 and there:-are a host of 
machines that cost much less. Ifa three- 
year-lease basis, this works out to a monthly 
ERENI expenditure of say US$100-300. — — 
The economic question is: can such a monthly investment 
achieve a 10% increase in productivity of someone earning 
US$3,000 a month? And the answer is a resounding yes: not be- 
cause these small machines are as powerful as their predecessors 
costing hundreds of times as much but because they can now be 
made to work, relatively easily, without the analysts, pro- 
grammers, operators and other highly-paid technocrats who 
were once essential to any self-respecting computer installa- 
tion. 

This change has come about not because of the hardware but 
because of the literally thousands of software packages that are 
now ávailable which can do more things, more easily and at a still 
lower price: and, unlike hardware with which it is possible to 








: create а semi-monopoly if your name happens to be IBM, 


software is wide open. Anyone can produce a better spread- 
sheet programme and offer it to the market. For US$500, you 
can do things that might have cost US$50,000 on a mainframe or 
minicomputer. 

As competition increases, software authors are diversifying 
into special-markets such as export-price calculating or print es- 
timating. The rate.of change is accelerating. Quite apart from 
economics, there is another compelling, social force that will 
have-us all computing sooner rather than later. 
< Whether we have a push-button, dial, red or green telephone, 
we cán already communicate with anyone else who has a tele- 
one of апу type. The same situation is rapidly arising with 
ros: whichever we have we shall soon be able to communi- 
е with each other via electronic-mail networks. т: 

t is needed, isatelephone line and a modem (to convert. 
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OKI-We Help You 
Communicate It Better 


Oki's efficient office automation prod- including VLSIs, put us in the forefront of the 
ucts can be your keys to a more productive information age. We offer high-quality, tech- 
and superior performance in your business nologically advanced products and systems 
communications. which become the cornerstones for more 

Our many years of experience in the efficient office automation. 
field of telecommunications and information Know-how. Experience. Reliability. 


processing systems, supported by our proven Reasons why we're a leader of the OA era. 
ability in the production of electronic devices, Oki products speak for themselves. 


Password for Innovation 


OKI 


electric 10-3, Shibaura 4-chome, 
= Minato-ku, Tokyo 108, Japan 
industry Tel: (03) 454-2111 Telex: J22627 


company, ltd. Cable: OKIDENKI TOKYO 
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ЕМ-200, an Emblem of Qu from Brother 


ality 


There are a lot of electronic Brother cassette-loaded daisy As for technical reliability, resulting in a unit with an 
typewriters available today. So wheel and ribbon that slip in EJ the Brother EM-200 is immensely prolonged service 
we were mighty pleased when and out without getting ink on Ё the product of thorough and life. The EM-200's technical 
the Los Angeles Olympic fingers are : —— tireless wonders don't stop here. An 
Committee announced our EM such welcome research and easy to use 16-character 
series as their official choice. features. 


testing, display lets you see what you 
have typed before anything 

: hits the page. With an 8K 

1 i Б memory for such features as 


To be a champion in the 
office-machine event requires | 
easy-to-use features, great a] 
reliability, and outstanding d і 
technology. On the EM-200, $ 
Brother's own ultra-light- 
touch keyboard with 
contoured keys that cradle 
your fingers and the unique 


automatic type-out of stored 
text, phrases, etc. and a 500- 
character correction memory, 
| ЕРӘН the EM-200 electronic office 

== m i Г typewriter can certainly make 
long letters short. 





Officsal Typewriter of the Los Ages 1984 Otyrnpac Garnes Í 








For more information contact 
— —— = = | Taiwan: Tonson Trading Co. Lid. 62. Sec. 1, Ра Teh Road 
ee | -— Taipei Tel. 3412431. 3411432 
— чи Kores: Brother Commercial Co., Ltd. Room No. 901 
— mm К] Brother EM-200 electronic office typewriter KAL Building No. 118, 2-Ka. Namdaemoon-Ro, Chung Ku, Seoul 
Tel. 752-0905/0 
T Е. - Hong Kong: Cheung Tai Hong Lid. 52-58. Des Voeux Road W 
— K f 
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— А —, Philippines: Still-on Marketing Corporation Southwest Center 
South Superhighway Corner. Makiling Street, Makati Мег 
IATER = Manila Tel. 861-195. 879-172. 886-239. 459-036 
OoOo ou а ë Singapore: Shroffs Sendirian Berhad 61 A Bright Center 
Lorong 1. Telok Кигаш Road. Singapore 1542 


Tel. 4466433, 4464536 
Malaysia: Mahes! 
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TO EACH ITS OWN 


EVERY JOB HAS A SHARP COPIER. 


SETTING NEW BUSINESS TRENDS 





All Sharp copiers rise to the challenge of 
providing quality, performance, and compact 
design in today’s automation-oriented office. 
Within Sharp there's always a right choice to meet 
any requirements—including basic copying, 
reduction, and enlargement. 

Get the right copier to meet your specific needs. 
If your choice is right, it's because it's a Sharp one. SF-825 with 


THE SF-755 BASIC COMPACT. ENLARGEMENT& 
All the features for no-frills copywork. 2 REDUCTIONS 
THE SF-771 EXPANDABLE COPIER. 

Upgradable productivity with automatic feeding and sorting 

options. Up to A3. 

THE SF-780 MULTIPROVIDER. 

Two-mode reduction. Up to A3. Ideal for versatile copywork, 

including neat filing. 


THE SF-825 CREATIVE COPIER. = 
Enlargement plus reduction in two modes. Delivers 25 A4 
copies per minute. Up to A3. Dual cassettes and manual feed 


G ith automatic feeding and sorting options 
ee See eee pum SHARP CORPORATION JAPAN 
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Manila. The Philippines € MALAYSIA: ROXY (MALAYSIA) SDN. BHD PO Bon 200, 4 1 Darley Road. Colombo 10. S " 
Tel 831-15.91/92, 831-10-07. 831-00-90 Lot 16, Jalan etaling Jaya e rre ded a к 

Se ' Mà e 295. 574313 Я \ * Please contact your local Sharp 
€ INDONESIA: Р.Т, TRITANU soang - P y 
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There is only one 
Marco Polo 
Business Class. 
And now it’s on 


every flight. 


‘* where the merchant traveller is treated 


lik "ce.'' 
ке a prince Marco Polo 













Re Business Class. Not cosmetic economy 
class. And now it's available on all 
Cathay Pacific 747 and Super TriStar flights 
worldwide. 

For this sort of comfort, Marco Polo had to 
wait until he reached his destination. But you, 
the merchant traveller of today, can now fly real 
Business Class more often to more cities in 
T| greater comfort than ever before. 

Comfort and convenience. It's a combi- 
nation of which Marco Polo himself would have 
approved. 















THE REAL TRAVELLERS WAY 


CATHAY PACIFIC 


The Swire Group М JOE 
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| Authorized Distributors: 
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With The Review 



























Yung Foong Universial inc. Tel : 712-8063 
Tix 7851 1921 
MALAYSIA 
Sime Darby Systems Tel : 28999] 
Th: MA32807 


SINGAPORE AND THE REST OF ASEAN 























Sime Darby Systems Tel : 2246077 
When it comes to reaching Asia’s frequent uu 
business travellers, the Far Eastern Economic Meme er — Nuno 
Review offers you the most mileage. Authorized Dealers: 
At present most of the world's leading airlines Ane cmpemtd us 
with routes in Asia use the Far Eastern Economic Бае Вава бо na TTS 
Review regularly as a primary advertising TS Miche і 8.526909 
médium. Why? The answer is simply because Compur Севера Ta 32200 
the Review reaches the highest audience con- ed 7 og 
centration of heavy frequent independent busi- кеме pus "ud 
ness travellers of any regional publication in Asia АМ Валона Ме Led, Temi 
today. And does it more cost-efficiently. Computerland Kuala Lumpur Tel 411097, 411098 


M/s Reliance Computer Centre Tel 480116, 480184, 
S.B. Kuala Lumpur 055 

Ю.Е, Electronic Engineering Co., — Tel : 414179, 481889 
(HK) Kuala Lumpur 

Vanguard Company Kuala Lumpur Tel: n 288764, 


M/s ee (М) Sdn. Bhd. Tel: Pise 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 





Kuala 
and we'll be glad to send you a copy of the latest Mee Compu Sin Bh, талы? 
1982/83 6 City Media Phase from the INTRA- KP 2 д n. 
MAR STUDY independently conducted by In- ko E LM Р 
: М M/s Moan (М) Sdn, Bhd. Tel : 282319, 788852 
ternational Travel Research Institute. The facts а ANN MN UE en 
speak for themselves. You'll see how well-travel- Ма Dass Compares Sdn. Bhd. Tel 31352 
j M/s Utama Computer Centre 5.8. Tel: 379183, 379258 
led we are. iro Ж Data Sdn, Bhd, Kedah Tel : 220460, 726566 
Trengganu Typewriter & General Tel :096-25485 


gencies Trengganu 
Tetra Engineers Ipoh, Perak Тер: 558966 
M/s Rangkayaan Enterprise Sdn. Tel 54841 
Bhd, (Sabah 
M/s Berjaya Computer Services S.B. Tel : 33164, 32165 
Sorawal 


Address your inquiries to:— 


Elaine Goodwin, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 
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Yutivo Corporation 
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LN. jakarta Office Equipment. 
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Computerland Jakarta, Jakarta 

. Komputer Ang: Jakarta, 

Г. Oriental Komputer Agung. 
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The most t personal computer.’ 


How did business 


manage before 
eApple? 





If you were to look back at how managers worked 
before the Apple? Personal Computer, you'd see how 
old-fashioned things were. 

Accounting was a slow, tedious process. 
Forecasting and budgeting took countless 
butt ig bons Retrieving vital information | 
meant entering a paper jungle. While letters 
and reports took ages to get right. 

But then Apple invented the personal 
computer. Suddenly all these time-consuming 
tasks took minutes, not hours. Managers now 
had a powerful new desk-top tool which made ә Za 
them far more effective—and gave them time to Я 
think and plan. A 

With Apple's simple manuals, anyone can start ` 4% 
computing right away. There are hundreds of pro- үзе 
grams to help you run a small business of your own, 99 
or make a big one more productive. VisiCalc,9 for 
instance, makes working with numbers fast and effortless, while Apple Writer lets you 
produce flawless typewritten reports with ease. With more programs available for ihe 
Apple than for any other personal computer, it's no wonder there are 
nearly a million Apples in use around the world. Apples are not only 
the most versatile, they can also grow with 
you as you grow. 

And throughout the Far East we're 
standing by with full service and trainin 
support. So contact an Authorized Apple 

Dealer and let him show you how an 
Apple can help you do your job faster, 
better and more effectively. 

How did business manage before the 
Apple? It’s a wonder to us. 


А appie 


For more information contact your nearest authorized Apple dealer listed on the adjoining page, 
or contact Apple Computer Inc., 20525 Mariani Avenue, Cupertino, Califomia 95014 U.S.A., TLX 171-576. 























The most personal computer. 


VisiCalc is a registered trademark of VisiCorp 


Fur rola Mek SS us. 


Every job is easier with the right tool. 

That's why our product designs start 
with you. The person who-will be using 
our copiers, cameras, or other image 
and information equipment. We begin by 
looking at your work and your needs— 
and then we make the product to fit. 

In microcomputers, we call this our 
CANOBRAIN™ approach. 

CANOBRAIN™ means Canon-style 
thinking. About how an executive works. 
About what a decision-maker needs. 
And, finally, about software and hard- 
ware solutions. 
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MS-DOS and GW-BASIC are trademarks of Microsoft Corp.. СР/М-86 is a trademark of Digital Research Inc 
Lil-COBOL is a trademark of Micro Focus Lid ; CANOBRAIN is a trademark of Canon Inc 






We gave the AS-100 everything an 
executive needs for an ideal work sta- 
tion. Color graphics, versatile computing 
power, network interfacing, and sophis- 
ticated programless software. To make 
the AS-100 precisely right for your job. 

Putting it this way, our idea sounds 
simple. But we'd say it makes uncommon 
sense. 

Best of all, the AS-100 is from Canon 
—the company you know for innovative 
products and technologies in the office 
and at home. 


The tool for decision-makers. 
Canon AS-100 


AS-100 SYSTEM 
SPECIFICATIONS: 
CPU: 8088 16-bit 
microprocessor 
Memory: User s RAM max 
512KB, video RAM max. 96KB 
External Storage: 5 floppy 
(640KB x 2), 8” floppy (1. 2MB 
x 2), 5" hard disk (8.64MB) 
Display: 12° graphic CRT 
(monochrome/color) 
Interfaces: Parallel data I/F 
RS-232C I/F. communication 
VF 
Optional Devices: Wire dot 
| printers, color printer, pointing 
device 
Operating Systems: 
CP/M-867TM and MS-DOSTM 
Languages: Canon BASIC 
GW- ICTM, LII-COBOLTM 
and others 
Special Applications: 
CANOBRAINTM, word 
processing 
Others: Local 
Area Net-working 
(LAN), multi-job 


Canon 
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HONG KONG: Jardine Marketing Services Ltd. Tel: 5-8373719. INDONESIA: Datascrip Office Systems Р T. Tel: 413508 ext. 50 
MALAYSIA: Mulpha International Trading Corp. Bhd. Tel: 573344 (ext. 275), 572233. PHILIPPINES: Datagraphics Inc. (MCC) 


Те! 85-50-11. SINGAPORE: Canon Marketing Services Pte. Ltd. Te 
International Inc. Tel: 715-1775. SRI LANKA: Metropolitan Agencies 
Tel: 5417421, 5417440. THAILAND: F M A Corporation Ltd, Tel: 235-0156 







735311 Ext. 54 and 55. SOUTH KOREA: Dongwon 
td. Tel: 598547. TAIWAN: Ability Computer Co. Ltd 


COMPUTER SYSTEMS 





carrying more of the thin | tyet ne 
such as magazines; direct-mail advertising and parcels. 

Along with computing ard communicating, we shall also be 
data-searching on-line, not simply for internal information but 
also for all manner of external information from crédit ratings to 
legal precedents. The value of information will rapidly become 
apparent as more. managers have access to better and faster in- 
ternal information. э > 
On a theoretical basis, the mathematics are simple: in a big- 








+ methods if there is an on-line alternative. | 
‚АП this. presupposes that on-line data is available — and the 
rapidly approaching the situation where it is. The 
“leader; of. course, is the United States where mammoth 
: databases make available all manner of business, educational 
‚ and leisure information at an economic, cost 24 hours a.day. 
Many’such databases are already available and the home-grown 
variety are beginning to sprout in Hongkong.. .... 
There is an interesting distinction between the competitive 
position of a software company — referred to earlier — and an 


PUBLIC TELECOMMUNICATIONS - 


Store-and-forward telex, fax 


‚ electronic mail 

р 7 Until recently, the only text-bas 
munications media open to most businesses 
were telex and telegraph. But microcom- 
puters and facsimile «machines: 
bringing inexpensive, 


















high-speed communi- 
' cations into the hands of small and medium- 
ертин ‘sized businesses all over the world. The 
United States and Western Europe have set the pace, but Asia is 
fast on their heels. ; 

The telex network, with. millions of subscribers worldwide, 
has long been dominant in business communications. But telex 
is slow, typically only 50 bits or about seven characters per sec- 
ond. Since telex charges. аге time-based, the slow transmission 
speeds translate directly into high per-character cost. — 

Telex messages must be manually entered on special 
keyboards which are slow and difficult to use. The five-bit 
Baudot code used by telex machines and teleprinters cannot ex- 
press lower-case characters. 

Normal voice-grade telephone lines can carry data-bit com- 
munications at much higher rates of 300 or 1,200 baud while 
high-quality lines can support transmissions at 2,400 and even 
4,800 baud — nearly 100 times the telex rate. Seeking an alterna- 
tive totelex, banks, airlines and other companies with high-vol- 
ume communications needs turned to the telephone network de- 
cades ago, establishing large computer-based networks over 
high-speed private-leased lines or simply using the public- 
switched telephone network. | 

When the average computer was a room-sized installation 
costing many thousands of dollars and requiring trained techni- 
cal staff to operate, few companies could justify the huge costs of 
computer-based communications. But the advent of inexpen- 
sive microcomputers is now radically changing the economics of 
private telecommunications for thousands of small and medium- 
size firms. 

Connected to а telephone line via а modern [see 
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why users should change from the old.to the new 
Mass computing, mass communicating and mass da 
ing will bring fundamental changes to home and office. 
can do his data-searching at home and communicate | 
ments to his secretary by electronic mail — at her home 
Office. At the same time, more and more commercial 
tions such as booking hotel space, buying airline tickets 
ing bills, will be conducted through microcomputers k 
home or office or simply carried around. Electronic mail 
able solicitors, for example, to circulate drafts among 
ciates and clients, which will mean that the premium now 
on central building locations may no longer be so great. 
What does all this add up to? А world where a person 
computes at the place of his choice; where a man's wor! 
centralised to his place.of choice; where common data 
centrally — yet is accessible on demand — and where th 
may be a social meeting place. ^ 


The author is founder and chairman of the DataBase Group-which inclu 
kong Credit Bureau, DataSearch and MailPower — all information pn 
and which. also publishes a series of Hongkong DataBooks on significant 
and industries. 4 E 
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microcomputers can communicate with other comp: 
equipped computers almost anywhere in the world. Since 
charges for telephone communications are generally com 
ble to telex charges, communicating by computer at 300: 

bits per second (bps) can be less costly than 50 bps telex 
mention speeds of 2,400 and 4,800 bps possible on:higl 
circuits. | دا‎ E 

Using a microcomputer, messages'can be keyed; cor 
and edited on the computer in full upper- and lower-case 
ters using word-processing software. Messages can be! 
magnetic discs or printed on correspondence-quality p 

But despite its impressive speed, diréct microcomp' 
munications via telephone lines have cértain disadvantage 
modems and computers must be compatible; the comp 
each end must be capable of coordinating with each othe: 
each knows when to talk, when to listen and at what rate. 

Someone has to dial, pick up the phones and connect th 
puters at each end. So-called intelligent modems can ‘do. 
but sophisticated software is required to control the mt 
Also, the computer which must be ready at all times to se 
receive messages is thus unavailable for other office tas 
else users must accept frequent interruptions. 

The demand for communications media that are faster 
less expensive than telex — but more copvenient to use tha 
rect two-way telephone links — has led to three new types 
communications services: store-and-forward telex, fa 
and electronic mail. " i 

Store-and-forward telex allows you to send a telex from 
mal telex terminal or from a microcomputer over а moden 
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oint near the destination address 
nal telex network. А 
псе the message travels over the long-distance portion of its 
ge at relatively high speeds (2,400-4,800 baud), cost savings 
»ossible using even S0-baud terminals. In practice, these sav- 
ау бе very substantial on some routes and not so on 
rs. Another advantage is that the system is open — you can 
ange messages with any telex- subscriber. Store-and-for- 
lex does not allow conversational exchanges as normal 






















es, reading darkened areas as a series of logical 1 bits 
areas aṣ logical Os. A built-in modem can transmit 
eivé replicas of a document with compatible facsimile 
nes anywhere in the world over telephone or special data 


t business facsimile machines can transmit one page of a 
ient within four to six minutes. Additional scans allow 
esolution but this increases the transmission time: the 
t generation can transmit a page in two minutes or less, 

а per-character basis, facsimile transmission is less effi- 
and therefore more costly than microcomputer-based 






ctronic-mail (EM) began as a result 
"technological developments and 





wee The. first public computer-based com- 
S Service: was inaugurated in the US in 1965. 
| i ;basis of an existing stock-quotation 
eréd to brokerage offices using Bunker Ramo 
ers and leased AT&T lines, expanded the service to 
1essage-switching ability, allowing brokers to trans- 
uy and sell orders. 
\T&T refused to provide communications lines to the ser- 
: which it saw as competitive with its own protected status 
long-distance common carrier. The resulting complaint by 
iker Ramo led to a series of decisions by the US Federal 
mmunications Commission (FCC) regarding the fast-dis- 
caring distinction between data-processing and com- 
unications services. : 
ese decisions resulted in the emergence of new kinds of 
mputer-based communications networks in the US and 
ibuted to industry-wide changes which will culminate in 
uary 1984 with the reorganisation of AT&T as a special- 
ong-haul common carrier divested of its previous local 
hone systems but authorised to engage in previously 
rohibited areas of data processing. 
An FCC decision ij;1979 established four new categories 
‘ommiunications-cu 
SiC voice, basic non-voice, enhanced non-voice and pure 
lata processing. The-first two were considered fundamental 
communications services to be provided by regulated com- 
оп carriers, but enhanced non-voice, a hybrid of communi- 
ons and data processing, could be provided by any carrier 
ing basic facilities from underlying common carriers or 
rating their own primary communications facilities. 
This decision opened the way for value-added networks 
ANs) to market computer-based communications 
icilities directly over combinations of leased and private 
facilities. i ! 
* The new value-added services offer extremely cost-effec- 
ive data communications through a technique called packet- 
witching — dividing each message.into a sequence of binary 































i : 
where they re-enter the 


mile transmitters scan a document in a series of closely- . 





E T: recent FCC decisions opened the door to these com- 


data processing services in the US: ` 








exists, it can be directly transmitted in facsimile without rekey- 
ing: Facsimile is also the only way to send diagrams or signatures 
over telécommunications media. | | 

Like telex, facsimile is an open system. You can exchange fac- 
simile communications with any party with a compatible fac- 
simile machine who can be reached over telephone or data com- 
munication lines (though not, unfortunately, between the public 
fax network and private installations): and facsimile is well stand- 
ardised. Although several different facsimile communication 
protocolsexist, the latest generation of business facsimile termi- 
nals can operate under any protocol to communicate with both 
older and newer machines. : 

Electronic mail, also called CBMS (for computer-based mes- 
senging systems), allows messages to be sent or received via a re- 
mote host-computer which holds communications until the ad- ; 
dressee is ready to pick thém up. A microcomputer can link up 
to the service using a modem over a local dial-up connection or 
local leased-line. 

Low costs are possible because electronic mail uses packet- 
switched data networks. Each message is broken down into : 
many small packets of bits which are separately addressed to the 
host c&mputer and sub-addressed. to the appropriate account 
and message recipient. These packets can travel independently 


1,200 | u 











bits of fixed size which are individually addressed and routed 
to the destination computer to be re-assembled. Packet- 
switching was first used in Arpanet, an experimental com- 
puter network using’the public-telephone network built in 
the early 1970s by the US Defence Department's Advanced 
Research Projects Agency. ~ 















panies to expand from computer timé-sharing into 
explicitly communications-oriented services such as electro- 
nic mail using packet-switching networks over both lines 
leased directly from the telephone companies and primary- 
communications facilities which they operate themselves. 

New VANS are now competing with Telenet and Tymnet 
in the US. The new entrants are operated by IBM, AT&T, 
MCI Communications. Corp./Western Union Inc. (MCI 
WUD), Computer Sciences Corp. (CSC), RCA, United Tele- 
com and. Compuserve, Some of these already operate their 
own computer-based communications апа time-sharing ser- 
vices. Dozens of other companies use these VANS as vehicles 
for database and communications services. 

Computer-based. communications ‘services based on US 
and other VANS are already well-established in Europe and 
are now penetrating Asia. Network-based communications 
and time-sharing services, are now available in Hongkong, . 
Japan, Australia, New Zealand, Singapore, Thailand, South 
Korea, Taiwan and the Philippines, while secondary access 
via international telephone: connections are possible from 
several other Asian countries. 7 

In most countries outside the US, access to international 
electronic mail networks is made by a dial-up or local-leased 
line. connection through the local telecommunications. au- 
thority which assesses additional charges. This additional 
charge is not imposed in locations where the network 
operator maintains its own host compüter or local concen- 
trator and directly leases international lines, . 
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To begin with, QX-10 offers ап 
unprecedented performance and 
versatility in CP/M*-based computers. 


Bundled soft ware includes Wordstar" , 
- Spell Star’, Mail Merge’ and MF 
Supercalc* which gives a choice of 


16 different typefaces, both on 
you every screen and in hard copy. 
eo The tilt-adjustable ASCII keyboard has 
{ © fingers for a speedier, more accurate 


input. 
t£ کے‎ 


Its 192 KB RAM is expandable to 256 
KB. 2 thinline 5.25" disk drives provide 
640 KB of accessible memory. 
Furthermore, the unique CMOS 
memory saver protects selected data 
even with the computer turned off. 
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The Best of Friends 





The friendly green-on-black high 
resolution 12” CRT display is easy 
on the eyes. The non-glare screen 
gives either a 25 -line by 80- 
character text mode or a 640 x 400 
pixels graphic mode, or a combination 
of both. 


And on the unlikely chance that there’s 
trouble, the self-diagnosis system 
pinpoints the exact problem. 


QX-10 is truly the best of friends. 
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hrough local and international circuits at high speeds 
blended with many other packets of data. The lines used 
by the system therefore, can be used to maximum efficiency. 
"То send or receive an electronic-mail message, the user gains 
access to and logs on to the host computer (which may be in 
_ another city or even halfway around the world) by typing in an 
| access Code and identification code. He can then check the con- 
| tents of his mailbox (which lists messages received), read any of 
the messages listed or send a message to another mailbox. 
Electronic-mail services are typically less expensive than telex 
(assuming a reasonable message volume) but more expensive 
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The thrust into the information age — if, in- 
deed, technology is the main engine of in- 
dustrial and social change — with the 
mounting wave of telecommunications' in- 
novations being introduced in Japan is de- 
stined to transform structures of economic 
n activity and society radically during the re- 
| mainder of the 20th century. The long-mooted information so- 
Е ciety is finally emerging from the misty realm of dreams to tangi- 
| ble reality. The imminent privatisation of the Nippon Telegraph 
| and Telephone Public Corp. (NTT), the launching of Japan's 
first Operational communications satellite and the meteoric 
_ take-off of optical-fibre production are but indicators of the 
_ Shape of things to come. 

_ _ Not given to exaggeration, Japanese telecommunications 
| policymakers must be taken at their word when they describe 
anges now under way as precursors of a fifth communications 

aget 
| = 








>, 


hat will have effects on human institutions and behaviour as 
| far-reaching as the invention of printing, the telegraph and tele- 
FE phone. Office, factory and home are already being transformed 
. — automation in these areas have become high fashion in Japan. 
-. But more than fashion they are considered to be the necessary 
. conditions for imperatives of human survival — energy conser- 
_ vation, more efficient use of scarce materials, environmental 
- control, higher productivity and advancement of knowledge. In- 
_ deed, these new technologies, of which telecommunications is 
_ the vital link, are seen to be essential to human fulfilment, to the 
progress of the nation and civilisation itself. 
That such epochal changes are rarely rapid is axiomatic. But 
_ the structural effects of new communications technologies are 
already restructuring old industries and calling forth new ones. 

Japanese copper refiners, which de- 

nd on telecommunications for at 

- least 12% of their total turnover, are 
confronted with declining orders as 
traditional wire cable is replaced by 
optical fibres in a widening range of 

applications, Cable makers are di- 

versifying from copper wire into 
- glass-fibre production and a new sec- 
tor of optical-fibre component mak- 
ers are emerging. As communica- 
tions equipment shifts from the 
analogue to digital mode and 
software is increasingly built into 
systems firmware, large integrated- 
_ electronics companies are gaining in- 
creasing shares of the market. 

A new division of labour is de- 
veloping — perceptively between 
major communications-equipment 
makers with smaller manufacturers 
moving into their orbits. At the same 
time, a new breed of software en- 








mobile telephone system. 








d system — in general, messages can only be exchanged 
with participants in a private network. This limitation is partly a 
result of the restricted way that CBMS firms have hitherto de- 
fined their market and partly due to restrictions imposed by 
some telecommunication authorities that new communications 
systems do not compete directly with the open telex network. 

Electronic mail is therefore best suited for applications such as 
a firm with several regional offices or a company with a stable list 
of clients with which it must communicate frequently. Most elec- 
tronic mail networks offer extra features such as registration — 
the sender is notified by message when a message he has sent is 
picked up — multiple addressing and forwarding messages to 
other addresses. 









Electronic highways 


trepreneurs, whose services are required for advanced com- 
munications-network design, is shaking up established pat- 
terns of industrial organisations such as Sony, Casio and 
Pioneer did by spurring the earlier rise of the consumer-elec- 
tronics industry. 

Although none of this is particularly surprising or unique to 
Japan, the Japanese information revolution differs from that of 
other advanced countries in the speed and systematic quality of 
change. No society or industrial system has been better prepared 
to take full advantage of the technological changes now under 
way — seemingly just in time to meet the needs of emerging and 
aging generations alike. 

Japanese communications and information-industry policy 
makers have been specifically and wholly committed to develop- 
ment of information technology and its societal underpinings for 
more than a decade. As a result, microelectronic, computer and 
consumer-electronics firms — along with their labour unions 
and bankers — are geared for the incipient communications-re- 
volution leadership in very large-scale integration (VLSI) 
technology. Fifth-generation computer development and opti- 
cal-fibre technology — with special emphasis on their mass pro- 
duction and application — place the combined Japanese electro- 
nics industry in an appropriate posture to take full advantage of 
the successive waves of opportunity in the new telecommunica- 
tions age. 


so-called Denden Family of 30-odd major telecommuni- 
cations-equipment suppliers subjected to NTT's rigorous 
performance specifications and quality standards. These same 
firms, of course, have long been the most direct beneficiaries of 
selective technological advances 
emanating from the .. public 
monopoly's three (recently joined 
by a fourth) research laboratories. 
No less important, these desig- 
nated suppliers have a substantial 
ready market for the products de- 
veloped jointly within Denden. Al- 
though NTT accounts for a steadily 
declining share of the market for 
telecommunications equipment — 
approximately 33% in 1982 — its 
¥2.5 billion (US$10.82 million) an- 
nual procurement provides suppliers 
with substantial relief from risks in- 
herent in technological change and 
assures them of important scale and 
experience economies that serve 
them well in other markets. In the 
private and export market, too, 
high-performance specifications im- 
posed by NTT become important 
elements of competitive power. 
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т: nucleus of this information-industry complex is the 








there is likely t t 
change in these arra 


and raison d'étre — from the in- 
herent nature of telecommunica- 
tions systems and technology. 
Their development ` “requires 
close cooperation at all stages. 
Uniformity and systems com- 
patibility are imperative pre- 
requisites of all technologies and 
ing com- 
munications ‘made. possible 
through 4 ‘finely tuned coopera- 
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tive ‘relationship cannot be re- 
placed by arms-length ad hoc supply contracts. There is nothing 
in this logic which requires that all members of the family be Ja- 
panese companies, of course, but in the past communications 
age they have been the most capable of fulfilling the obligations 
_ of family membership. 

v And the mutual obligations of family membership are likely to 
be even more important in the fifth communications age than in 
previous eras. Based largely on these arrangements, NTT has 
developed plans for the total overhaul of the telecommunica- 
tions system during 1981-2000. This massive effort to.develop a 
nationwide, integrated-information network system (INS) en- 
tails replacement of all existing cables with fibre optics, digitali- 
sation of all networks, expansion of data and facsimile services, 
introduction of new video services, replacement of all existing 
telephones and other terminals and the addition of a variety of 
new terminals for home, office and factory. 

ANS will unify all networks through a fully digitalised system 
replacing separate systems for different modes of communica- 
tions — telephone, telegraph, telex, facsimile and data. At the 
same time, the new system will be equipped with enhanced 
capabilities to assure projected changes in services: 

» From mainly voice to video-intensive transmission. 

» From principally man-to-man to more machine-to-machine 
communications in which computers and automatic remote-con- 
trol systems are active performers. | 

». To high-speed and broad-band transmission to accommodate 
increasing amounts of information. 

»: To: communications-processing functions such as temporary 
storage, media or size conversion and. retrieval of messages as 
well as computations. 

Total cost of this systems revision, in terms of direct Bene 
outlays for equipment, is estimated at 20-30 trillion plus ¥1.3 
trillion annual depreciation over the 20-year plan period. In ad- 
dition to these outlays by NTT — which surpass those since its 
founding in 1952 — derived demand generated by this system for 
local networks, exchanges and terminals is estimated by No- 
mura Securities to be às high as #60-70 trillion. 

Given the rapid pace of telecommunications technological 
change, however, these estimates could well prove overly соп- 
servative. One need only to look back to 1978 to understand the 
difficulties inherent in such forecasts. Rand Corp telecommuni- 
cations experts then predicted that 64K microprocessors would 

rfected in the early 1980s and reach integration densities in 
excess.of 100K bythe latter part of the decade. True: but timing 
was off by several years and by the end of the decade devices will 
be available with many times the capacity of those forecast. This 
more rapid pace in large-state integrated circuits (LSI) and 
VLSI technology, in turn, speeds the processes of changein tele- 
communications technologies. 

Optical-fibre usage has been especially sensitive to the avail- 
ability of more advanced LSI devices. Sales of optical-fibre com- 
munications systems in Japan are outstripping earlier forecasts 
апі demand continues to exceed supply even at currently rela- 
tively high prices. From total sales valued at #70 billion in the 
1981 financial year, Daiwa Securities estimates that they will rise 
to ¥700 billion in 1985, reaching at least ¥7 trillion in 1990. Al- 
though Yamaichi Research Institutes projects a slower 
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tween Japan and Hawaii: 
In broadcasting, NHK (Nippon Hoso Kyokai) and 
operators are using optical-fibres for their cable TV n 
NHK is also continuing research with Hitachi Cable to de 
multichannel óptical-fibre system for VHF TV teleca 
video-text systems, undergoing tests since 1979, hat 
based on integrated optical-fibre communications. 
Other expanding uses of optical fibres include loca 
being established in commercial buildings, companies, 
sities and research institutes to meet the demand fo 
modal transmission to link computers to peripherals ar 
lite earth stations to computernodes. Manufacturers ar 
using optical-fibre multiplex communications systems in 
ships and lifts tO control electrical equipment. engines 
tomatic systems. 



























































o meet this increasing demand, cable makers ha 
т: production annually with the lead taken 
three firms (Sumitomo Electric Industries, Fun 
Electric and Fujikura Cable Works) which joined 
cooperative research on the vapour phase axial 
(VAD) method of optical-fibre making. As market dem 
been running ahead of supply, NTT has recently decided 
its patents in this field available to the other three 
(Hitachi Cable, Dainichi-Nippon able 
Electric Wite and Cable) as well. | 
Although the last three developed. their ¢ 
technology independently, the VAD method has | 
most advantageous. Larger-diameter cables and gn 
are obtained at one-tenth the production time heeded 
most widely used process, the modified chemical vapo 
tion (MCVD) method developed by Bell Labo 
Corning Glass. Hence, in. the interest. of unif 
economics of production, NTT has: licensed all maj 
cable makers with its technology 
As a result, at the outset of. fiscal 1983; ptical-fi 
ratings of the big six cable makers totalled 36 500 К 








Manufacturer 


` Sumitomo Electric Industries * 
Furukawa Electric 
Fujikura ‹ 
Hitachi Cable ] 
Dainichi-Nippon Cables 
Showa Electric Wire and Cable 





Both Nippon Sheet Glass апа Mitsubishi, with th 
duction methods, are also producing smaller quant 
cal fibres. 

The thrusting Japanese optical-fibre industry has several 
tinguishing features: 
» Compared with other optical-fibre industries, Japan'sis 
less concentrated. In fact, there are as many major. ma 
Japan as in the US айа Europe combined. | 
» Each Japanese optical-cable maker has joined. in wi 
munications- and optical-equipment manufactures and 
spective industrial or banking groups (Keiretsu) i 
ment of optical-fibre production; applications and m: 

there are other links within the industry. Thes 








| Electric Wire and Cable. Tosh 
ге Mitsui group connections. 








he Sanwa group. 

ainichi-Nippon Cables has strong ties with the Mitsubishi 
рапа works with. Mitsubishi Electric. 

hese linkages not only assure the necessary financial re- 








t also serve to speed the proc 
{fusion throughout group compa 
main fields of application. 
technological commitment and strength of this'Pas 
f the information age is therefore much more extensive 
hose of their counterparts abroad. The top three optical 

kers have acquired MCVD licenses from Corning Glass 
joneered the development, along with NTT, of the VAD 
The other five producers all developed their own 
nology and three of them have also been licensed to use 
/ AD process. 
iCable has, in fact, developed two optical-fibre pro- 
ion methods of its own. One of them, the soot deposition 
d is similar to the VAD process and has almost all the lat- 
intages over the MCVD method. In addition, however, 

i Cable has jointly developed a single polarisation 
iode (SPM) fibre with Hitachi which permits light to 
straight down the axis of the fibre reaching its destination 
re those which bounce down the usual cable. While its wider 
cation are still being tested, this new fibre has found many 
communications applications in high-precision optical-fibre 
copes, blood-flow meters, interferometers, magnetic- or 
-field measurement, as well as connections between cir- 
'M-type communications using very high quality optical- 
-measuring only 10 microns or less in diameter — are en- 








5 which embrace many 






itachi Cable, а subsidary of Hitachi Lid has common links à 


ces for the most rapid development of optical-fibre produc- | 
Hf optical-fibre techihiolz 








o fibres —t е number of channels carrie by a single-fibre cable 








ctional area of en 


are many times that of wire cable of the same diameter. Per- 
channel. costs of glass-fibre transmission are therefore only a 

fraction of existing tariffs and since higher information-carrying 
ake possible transmission of all communications 
me circuit, costs can further be reduced through 
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‘costs, broader transmission capabilities and 





















speed. of communications will also be enhanced by improve- 
ments in microwave communications, satellite services and digi- 
“tal switching systems. Japan's first commercial communications 


satellite; Sakura 2 — which went into service last June with 4,000 
telephone circuits — will be joined by a second in 1987 carrying 
6,000 circuits and more advanced craft in the 1990s with up to 
200,000 circuits. Although limited to back-up emergency ser- 
vices at the outset, satellite transmission will be used as relay 
transmission lines working in conjunction with optical fibre- 
cable systems on the ground to form a highly reliable dual net- 
work. 


casting satellites will provide improved services for existing 
public and private networks, as well as new cable — TV 
systems. A group of three companies — the trading firm Maru- 
beni, the: Chunichi Shimbun newspaper, and the Uny Co. 
Supermarket chain — are preparing to launch а combined pav 
and free cable-television service for the Nagoya region in 1985, 
using a communications satellite. By 1988. the third Japanese 
broadcasting satellite, the. BS3, will be launched, joining the 
BS2. which is scheduled to go into service February next year. » 
More: diversified communications services at lower cost аге 
being matched by similar developments in terminals made possi- 


I: addition to these communications-carrier satellites, broad- 
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region with three types of training programs. 
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The ACT Pu. Pro- 
gram is designed to give 
students a working know- 
ledge of computer con- 
cepts, programming 
languages, and systems 
analysis. The individual- 
ized approach allows the 
student to set his own 
learning pace. Audio and 
video equipment, exten- 
sive hands-on using mi- 
croputers, an online 
computer system and the 
MICRO PLATO, the la- 
test in computer-assisted 
instruction, make МАСТ 
facilities the most 


inar Program. meets the 
computer training needs 
of top management, EDP 
professionals, user de- 
partment managers and 
other key company per- 
sonnel for the successful 
implementation of com- 
puter projects. It consists 


Computer appreciation 
series, auditors’ series, 
EDP management series, 
advanced topics series 
and microcomputer se- 
ries. Seminar leaders 
have practical EDP ex- 
perience and instruction- 





modern in the region. 


: 8-286570 
224171 


Hongkong 
Singapore 


al expertise. 
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Manila:817-03-01 
Bangkok i 
Jakarta 


of five seminar groupings: 









The. ACT In- 
Company Training 
gram.is designed for or- 
ganizations with specific 
DP taining requirements 
for a large number of 
their management and/or 
technical staff. МАСТ 
works with the client to o. 
identify the target 
group for training and to `. 
define the training N 
ives, /ACT also prepares: 
the training matertals and 
presents the training рго- 
grams, usually in seminar 
format, using case studies ~ 
and examples pertinent 
to the organization. 





Clients can realize substantial savings through the 
V/ACT Corporate Fee Reduction Plan. 


For detailed information about how our training programs can meet 
your specific needs, contact the МАСТ office at any of the cities listed belo 


institute of Advanced Computer Technology 






successive 


generations of 
LSI and more advanced 
VLSI-technology. The rc- 
sult is a boom in telecom- 
munications terminals for 
office and home that will 
gain further momentum 
after 1985 when INS be- 
comes operative. New high- 
definition TV receivers with 
flat screens and multiple 
functions — fully digitalised 
will replace existing 
models, Data-communica- 
tions services will give 
added impetus to personal 
computer usage, speeding 
the convergence of TV with 
computer terminals. All 
existing telephones and 
switchboards will be con- 
verted to digital models. 
Developments in mobile communications are opening new mar- 
kets for car-radio/telephones, cordless telephones and — ulti- 
mately — fully portable telephones. That powerful sleeping 
giant, facsimile communications, is now finally awakening to an 
era of general office and home usage. 

Although take-off for new TV services and digital receivers is 
still a few years off, car-telephone services, (started in 1979) had 
been extended to approximately 200 cities with more than 
20,000 subscribers by mid-1983. More economical base-station 
equipment and a compact, low-cost mobile radio put into com- 
mercial use in 1982-3, are expected to give a new boost to domes- 
tic demand. Meanwhile, leading Japanese makers — especially 
NEC and Matsushita Communications Industrial — are prepar- 
ing for the huge US market where 1-1.5 million mobile units are 
expected to be installed in cars in the coming 10 years. The Mid- 
dle East and Western Europe are also focal points of Japanese 
export interest. Matsushita Communications has already estab- 
lished its position in the car-telephone market of the United 
Arab Emirates and Kuwait, while Mitsubishi Electric has begun 
exports to Western Europe, initially to the promising Swedish 
market. 

Portable radio looks like being an even brighter star in tomór- 
row’s communications constellation. As many as 20 Japanese 
makers are already in the market, which industry analysts esti- 
mate will be worth ¥2.2 trillion annually by the end of the de- 
cade. A rush for portable high-performance radio sets was 
triggered by the Ministry of Posts and Telecommunications' ac- 
tion last year to rewrite the telecommunications law giving in- 
creased access to radio waves by private citizens. 

The growth in mobile communications has been matched by 
burgeoning facsimile-equipment sales. While new models were 
improved, both in efficiency and quality, prices dropped pre- 
cipitously during 1982 as a result of increasing miniaturisation 
and the introduction of advanced microelectronic devices. The 
response was dynamic. Unit sales rose 77% in 1982, producing a 
30% rise in sales revenues. 

Output of facsimile equipment in 1983 is expected to reach 
350,000 sets, which in value terms will mean a total turnover for 
the industry of approximately * 180 billion, but estimates of fu- 
ture growth vary widely. 

Admittedly, conservative forecasts of the Communications 
Industry Association of Japan (CIAJ), predicting output of 
#257 billion in 1985, have been scrapped. A more sanguine 
view, held by the electronic-data-processing EDP/Japan Report 
newsletter, estimates 1985 output at ¥300 billion, rising to 350 
billion in 1986. 

Evidence supporting the more optimistic outlook is convinc- 
ing. The current boom in TT Mini-Fax Rentals, which has stead- 
ily gained momentum since introduction of the service in Sep- 
tember 1981, will be further fuelled in 1984 when Denden 
launches the new economical and compaét Mini-Fax 2 which is 
capable of transmitting an A4 copy within three minutes. By 
1986 all major cities in Japan will be included in a public-fac- 
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simile network which, in turn, will be integrated with othercom 
munications networks in a single digitised optical-fibre $ 
scheduled to be fully operative by 1990. 

More than 25 makers are in the racerto develop new h 
speed units, dual-purpose fax-copying machines and comb 
tions of fax with word processors, microfilm and optical-ch 
ter reading equipment — all calculated to increase the attra 
tiveness of facsimile services to users. With these and o 
provements in the wings, the number of facsimile installa 
expected to rise from 300,000 at the end of 1982 to 10 milli 
1990: and, since this estimate is based on an 80% sat 
the office-equipment market and only a.modest 10% of 
home market, the wide scope for further growth in the 1990 
expected to sustain the sizable number of producers in the in 
try. 
Exports will further contribute to the dispersion of ou 
among existing producers, Although overseas shipments 
only 7.6% in the first seven months of this year, total 198 
ports shot up 83% to approximately #40 billion, representin; 
6895 increase in volume to 63,300 units. The higher increa 
value of exports, exceeding that of volume, reflects the 
tinued production of less-advanced medium- or low-speed 
abroad where makers have preferred to source higher-s 
more economical terminals from Japan. 

Consequently, the relatively high rate of exports, v 
amounted to almost 2795 of total sales in 1982, has been 
tained less by direct marketing abroad by Japanese firms 
US and European original equipment manufacturers’ (О! 
purchases in Japan. These supply arrangements included 
1982: Mn 


United States 


Fujitsu to Burroughs 

Murata to Burroughs 

Oki Electric to Pitney-Bowes 

Toshiba to Pitney-Bowes 

Hitachi to Southern Pacific Communications 
Hitachi to Teleauto-Graoh 


Europe 


Fujitsu to ITT Europe 

Mitsubishi Electric to Siemens 

Ricoh to Kalle Infotec 

Oki Electric to Detewe 

Oki Electric to Muirhead Corporation 
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By comparison, leading Japanese makers are estimated 
have shipped only 15,000 units to the US and 5-6,000 uni 
Europe under their own brand names. й Ч 

ndications are that this pattern of supply will cónfin 
Г: foreseeable future, With rapid improvementin prc 

tion efficiency through more automated mass production 
Japanese makers have reduced per-unit prices by more than 
26% since 1980. Technological innovations, especially in LS 
design and application, have brought not only miniaturisation 
and higher quality, but has also lowered the costs of parts and 
components. Moreover, Japanese facsimile units are now e 
ped with functional levels unmatched by those produced i 
US and Europe. As a result, in 1982 the British Post Office 
the Swedish Telecommunications Agency (STA), for exar 
concuded contracts directly with Matsushita Graphic Comr 
cations for supply of mini-fax machines. Since STA is repo 
planning to use Japanese mini-fax equipment in its nationwi 
communications-network redevelopment programme, Japi 
ese facsimile exports to Sweden alone could amount ultima 
to hundreds of thousands of units. 

Spurred by this rise in exports of facsimile sets, overseas s 
ments of telecommunications equipment rose a spectac 
57.1% in 1981 and continued upward at a 21.7% rate in the fir 
seven months of 1983. Prospects are that, just as exports havi 
lead the growth of other electronic-industry subsectors, 
growth in the Japanese communications industry during 
1980s will be bolstered by exports. By 1986. exports аге ex- 
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ected to account for approximately 30% of total telecommuni- 
tions-equipment shipments. 
At the same time, Japanese equipment makers will move to- 
wards increasing manufacture of major products in key foreign 
narkets. NEC, Fujitsu and Oki have begun manufacture of pri- 
te automatic branch exchanges (PABX) in the US and Fujitsu 
has announced plans for US production of optical-fibre, com- 
_ munications-related equipment (the fibre itself excepted) in the 
Spring of next year in conjunction with an order from MCI Com- 
_ munications Corp. for installation of a long distance optical- 
fibre communications system between Washington and New 
ork. 
—— Parallel to the rise in exports, private demand for communica- 
‘tions equipment in Japan will continue to grow faster than pur- 
chases of NTT, KDD and other public-sector users. In 1986, 
ipment sales to the private sector are expected to top ¥697 
billion, estimated at 35.3% of total production, or about the 
me as the 35.6% taken by sales to public communications-sys- 
ms Operators. 
Further liberalisation of the market for telephones and inter- 
tion regulations for value-added networks (see Riding 
the Vans) will have a significant impact on the market for new 
generations of terminal equipment. Not only will an increasing 
are of home-telecommunications equipment be sold by man- 
er to the consumer through a variety of retail outlets, but 
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stomer-premises sales of digital exchanges, key-telephone 
Systems and local-area networks will grow rapidly. 

Small and medium-sized telecommunications-equipment 
akers will lose market share for cable, transmission equipment 
and exchanges to the larger diversified communications com- 
panies, on the one hand: on the other, they will be faced by rising 
competition for terminal markets from consumer-electronics 
and office-equipment manufacturers. 

- Virtually every major appliance manufacturer and office 
| equipment maker has diversified into telecommunications-ter- 
hal production in recent years and is likely to be among lead- 
suppliers of personal computer-cum-data Communications 
inals and facsimile equipment, as well as other video equip- 

ment connected to the communications network. Indeed, the 
advantage of appliance makers is so strong that major communi- 

cations-equipment makers such as NEC are investing heavily in 
consumer-clectronics production to acquire mass-production 
‘capabilities that will be required to compete effectively in the 
terminal markets of tomorrow. 
— Quite understandably, foreign communications-equipment 
pliers view this trend with mixed feelings. While some spe- 
cialised communications-equipment manufacturers believe they 
“will be able to compete more effectively in the J apanese market 
after privatisation of NTT and with the growing importance of 
the private sector, others frankly admit that they foresee little 
change. Just as improved technology, higher domestic-perfor- 

mance specifications and quality standards with superior mass- 
production capabilities are serving to make Japanese communi- 

cations equipment increasingly attractive abroad, it will be even 

more difficult for foreign suppliers to compete with this combi- 


are 


* 
[2 







=) i e С ern W pe 
ity as the public services, but they are even 






















‘its all Du du or ML ME 22. е наса eee ы M. 






onc ormance and qual- 


more impervious to 





political pressures. 

But that is not all. “There is the classic problem of interface 
between foreign manufacturers and the Japanese market that 
must be solved," admits a Tokyo representative of one leading 
international-equipment maker. “The home office blames the 
Japanese and the branch office for failure to penetrate the mar- 
ket, but is not prepared to do its homework or modify equip- 
ment to meet NTT standards. We have to face facts. NTT stand- 
ards are higher and in other ways special, but they are not going 
to relax them simply to please or accommodate foreign 
suppliers." 

The plain truth of the matter is that for many of these firms 
meeting Japanese (not only NTT) specifications at competitive 
prices and normal business risk is not feasible. The volume of 
sales, under the best possible conditions, often does not warrant 
the investment. 


foreign suppliers, at least in the long run. NTT has estab- 

lised technological ties with both IBM and AT & T Inter- 
national which should make possible the rational development 
of systems and equipment that are compatible, thus enabling 
these leading US companies to share eventually in the Japanese 
market for the big-ticket items which is their forte. Motorola has 
been selected as a designated supplier not only for pocket-pag- 
ing systems but also for cellular telephones. Rolms has received 
NTT approval of its digital private-branch exchanges and pri- 
vate firms have been buying Rolm computerised branch ex- 
changes (CBXs) which appeared on the Japanese market as re- 
cently as April 1982. Fortified with this success, the company is 
resolved to capture 3-4% of the market for this type of equip- 
ment. 

As a possible harbinger of things to come, at the beginning of 
October Ichio Kato, NTT's director of international procure- 
ment, announced in Washington the placement of orders for an 
advanced traffic-observation and management-information col- 
lecting system from AT & T, a US$21 million super-computer 
system from Cray Research and a US$4.3 million transportable 
digital-switching system from Northern Telecom. Although 
sales of US firms to NTT have been doubling every year since 
1981 — when the agreement between the US and Japan was 
signed giving US firms the right to compete on equal terms for 
NTT procurements — this is the largest set of US equipment 
purchases to date. 

The question suppliers are now asking is: will NTT continue 
on its present course of liberalisation after it becomes a private 
corporation? Although NTT will not be legally bound to comply 
with the procurement agreement once the status of public corpo- 
ration is withdrawn, there are good reasons to expect that pur- 
chases abroad will continue to increase. As an executive of one 
US equipment supplier put: “The important thing is that recent 
changes in climate induce foreign firms to try harder.” But 
equally important, NTT will no doubt remain committed to the 
path of cooperation it has taken with recent technical tie-ups 
abroad. 

There are also some sound technical and economic reasons for 
an increasing specialisation and international division of labour 
as telecommunications technologies and products proliferate. 
As uniformity in global communications systems becomes in- 
creasingly more important, there is likely to be a growing trend 
towards standardisation and compatibility of systems equip- 
ment. Closer cooperation between communications utilities and 
suppliers throughout the world becomes, therefore, one of the 
positive features of the fifth communications age. Liberalisation 
of communications systems the world over will also enhance the 
importance of private-sector markets and increase world trade 
in communications equipment. Although Japanese telecom- 
munications-equipment makers will be major competitors in 
this new global environment, effective competition in this field 
often requires cross-border cooperation. Increased interna- 
tional competition and cooperations thus become the logical 
pattern for the communications industry in the information 
age. 5 
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B: there are signs that the market is changing for some 
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worldwide industrial plant 
construction. With 1,908 employees 
of virtually every nationality and 
profession: engineers, lawyers, 
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people. All of them are planners 
and achievers. With 88 years of 
international company history to 
be proud of. With the best of busi- 
ness relationships in all countries, 
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with more than 100 large turnkey 
projects completed, 
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of all. 
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bility for the construction of an 
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plant dimensions, do cost calcula- 
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financing, procure building mate- 
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machines and erect them. On 
request, we give training to future 
employees and manage operations 
until all runs well without our help. 
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|T They know how to do it. 


(We wouldn't leave beforehand, in 
any case.) 

We render the same profes- 
sional performance in less demand 
ing situations. Do you need vessels, 
machinery or equipment? 
Or are you searching only for know 
how? Or for reliable construction 
supervision services? Perhaps you 
have come to us for assistance with 
another company already under 
contract with you? Perhaps you are . 
such a company and also searching © 
for a partner with the requisite 
knowledge? We are ready to ассот- 
plish any (almost) task as a team. 
And large enough to handle small 
assignments as well. With a 
commitment of our entire expe- 
rience and energy. 

If you would like to find out 
about us, the easiest way besides 










































with the management of companies 
for whom we have builta plant. 
‘They will gladly provide information — 
at any time. Of course, we will, too. 


Ask the people at CCC. 
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Until now there were only two ways people could learn to use a personal 
computer. Struggle through a manual. Or somehow push buttons 
until you get the hang of it. The first way could take several months. 
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So Digital Equipment Corporation, the company 
that pioneered so much of today's computer technology, 
perfected a third way. It's called Computer-Based 
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you know how to operate Digital’s personal computer. 
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We also put in a “Help” 
key with all kinds of aids and PROFESSIONAL 300 SERIES The minicomputer of personal computers. 
E" prompts to guide you along as you work. Contact us 


— — — eee 
OO i now for Digital’s brand of dlilgliltlall 
RAINBOW 100 The low-cost, high-performance machine. human understanding. 














I Jigital professional help FAR EAST d closes DE M và TUM : 
. . . < Digital Equipment g Kong Limited eltec Electronic Systems Ltd - mg Kong lel: 37232322 
is available right here:- Sth — 7th Floor, Intercontinental Plaza, Digicom Systems Corp Taipei, Taiwan Tel: 7214724 
Granville Road, "3 ^ ‚ " 
Arar sang Ц DIGITAL AUTHORISED DISTRIBUTORS 
Hong Kong Tel: 3-7315211 P.T. Astra Graphia — Jakarta, Indonesia Tek: 358634 
4 74 China Computer Corporation — Taipei, Taiwan Tel: 7310155 
DIGITAL FAR EAST OFFICES Oricom Inc Seoul, Korea Tel: 7638151-9 е 
Digital Equipment Hong Kong Lid — PRC Tel: 3-7315211 Bangkok Data Center Co. Ltd о 
Digital Equipment Singapore Pte Ltd — Singapore Tel: 7339266 Bangkok, Thailand Tel: 2828615-7 Ж 






WINNING 
414 OF THE 
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competitive copier market in the world. 
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standards of quality and reliability nobody else can copy. In fact, 
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still be a pleasure 
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aircraft to their more than 30 destinations in 
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make your journey even more pleasant, extra 
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Islamists and secularists 
spar for the soul of drama 


By Krishen Jit 
Kuala Lumpur: For most of the 1970s, Malay playwright-direc- 
tors were seeking to "decolonise" local theatre and to infuse a 
Malay identity in their works. They did so by grafting images of 
indigenous performance into their modern plays, and by so 
doing stimulated a sense of pride in Malay tradition among their 
audiences. 

At the same time, they joined the growing avant-garde legions 
of the Third World searching for an independent, home-grown 
theatre. They have found common cause with such Indonesian 
playwright-directors as W. S. Rendra, Arifin C. Noer and Wis- 
ran Hadi, who have fused traditional — particularly Javanese, 
Balinese and Sumatran — forms and gestures into their plays. 

But several Malaysians also began a search for an Islamic 
theatre. This sets Malaysian theatre apart from that of its neigh- 
bours. Although plays revealing Islamic 
themes have sprouted in contemporary In- 
donesia, they have been eschewed by the 
major and influential theatrical figures. 
And no signs of a similar movement are to 
be seen in Indonesia. 

The cause, taken up bya vocal section of 
the Malay literati, to form a proper re- 
lationship between Islam and the arts, was 
no doubt aroused by the worldwide Islamic 
revival. It has provoked some sharp skir- 
mishes centring upon major plays. Bukan 
Bunuh Diri (Not Suicide), written in 1975 
by Dinsman (Shamsuddin Othman), a cult 
figure of contemporary Malay theatre, 
tells of the longing of a young man, Adam, 
for a direct connection with God through , 
suicide. One of the most frequently per- 
formed plays in Malaysia, it was declared 
ata 1981 theatre forum to be not only “op- 
posed to the Islamic vision," but also likely 
to have “negative” effects upon “the soul 
of the audience." 

In the same year, Noordin Hassan's 
explicitly Islamic play, 1400, the Islamic 
calendar equivalent to 1981, was severely 
criticised by the playwright, director and 
theatre critic, Hatta Azad Khan, for its suf- 
focating didacticism. 

Such sparring gestures may sting, but 
they have not as yet exploded into open 
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Traditional Malay dance drama: stimulating pride 


theatre people, joined by a handful of their non-Malay col- 
leagues, set out to review their past in the hope of understanding 
their confusing and troubled present. Their investigations 
caused them to look anew and rather more consciously at the 
way in which Malays traditionally perceived their world and how 
they lived within it. What they discovered from these inquiries 
were dislocated traditional images, wrenched out of their con- 
text. These were placed in unfamiliar and modern settings, їй 
order to instil a local identity in their creative works. 

In the theatre, one of the earliest results of these steps towards 
"self-apprehension" was Noordin's Bukan Lalang DiTiup 
Angin (It is Not the Tall Grass that is Blown by the Wind), 
staged in 1970. Noordin's play hauled to the modern stage the 
discarded traditional performance genres and images: poetry, 
song, boria (a call-and-response form of sung procession pre- 
ceded by a comic sketch), bangsawan, or popular theatre, come 
edy and mime. The performance, partly allegorical and redolent 
with oblique references to May 1969, was marked by a surrealis- 
tic imagination and calculated to uncover the ironies and am- 
biguities lurking behind the mask of harmony, peaceful co- 
existence and progress in Malaysia's multi-ethnic society. 

Noordin has said he created a performance of bewildering 
variety, in part because he wished to elicit 
egalitarian participation from the audi- 
ence. To his disappointment, the play was 
thought to be much too confusing, though 
it was well enough regarded by a panel of 
writers, literary critics and scholars to 
have won him the first Hadiah Sastera 
literary award for drama in 1972. 

Noordin is not the only contemporary 
Malay playwright-director to wrestle with 
the problem of reconciling artistic innova- 
tion with the demands of communication; 
The recovery of tradition from the cultural 
amnesia of the colonial period struck а 
poignant chord with the audience. On the 
other hand, the radical departure from the 
popular notions of dramaturgy, inculcated 
for more than a decade by drama moe 
(translated Western theatre) and also by 
kitsch TV drama, was not so warmly re- 
ceived. Yet the desire to connect with the 
masses is a notion deeply entrenched in 
the modern Malay cultural psyche. It has 
presented contemporary Malay theatre 
with a profound dilemma. 

Tiang Seri Tegak Berlima (Five 
Braided Pillars), written in 1973, and Pinta 
(Door), written in 1974, were Noordin’s 
responses to the dilemma, The theme of 
the conversion experience, hovering ona 
minor key in the former drama, then ren- 





confrontation between the Islamic and 
secular theatre camps — secular, not because it rejects religion or 
Islam, but because it fears that an excessive preoccupation with 
Islam in theatre might lead to xenophobia. 

A direct fight between the two sides is highly unlikely since 
circumlocution is the mode of such debates in Malaysia. but 
whatever the fashion of the battle and the weapons used, the two 
parties are locked into a struggle for the soul of contemporary 
Malay theatre. 

Both parties belong to what might be called the post-1969 
theatre generation. The racial riots of May 1969, which gripped 
the major cities of Peninsular Malaysia, are not much talked 
about now in Malaysia, but their impact on local society and cul- 
ture has been profound. For the arts in general, and Malay 
theatre in particular, the after-effects of the traumatic event 
were liberating. For the first time, people groped towards self- 
identity after decades of entrapment in a colonial cultural 
psychology. 

Soon after the riots, a number of Malay writers, artists and 
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dered limpid even if somewhat limp in 
the latter, unfolds as the commanding coda with strong ritualis- 
tic overtones in 1400, Noordin’s first important Islamic play nar- 
rates the passage of the cripple, Dollah, through three moral sta- 
tions, scepticism, hedonism and piety. Once Dollah reaches and 
settles upon the pious state, his body too becomes whole. The 
subject of Islam in the play was never meant to be open-ended. 
The chanting processions in praise of Allah are repetitous and 
extravagant promoters of the faith: they are quintessentially 
ritualistic, planned as an efficacious celebration of the Islamic 
faith. 

Noordin regrets the apparent coincidence between the staging 
of 1400 and the resurgence of Islam in Malaysian artistic life. He 
particularly resents the insinuation that the direction of his 
theatre is ruled by the tide of popular events; the year 1981 was 
the year when the Prime Minister's Department sponsored а 
play-writing competition on Islamic drama. Noordin insists that 
his decision to construct a theatre manifesting his religious con- 
victions is inspired only by his personal experiences. There is 
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cause for his demurring stance. As the writer, since 1978, of the 
mass pantomime opening the international Koran reading com- 
petition held annually in Kuala Lumpur, Noordin can be said to 
have been involved in the building of an Islamic theatre long be- 
fore it became popular to do so, But he has seldom proselytised 
his faith in an Islamic theatre, nor has he dismissed secular 
theatre as being trivial and impious as some of the born-again Is- 
lamic writers are wont to do. 

His latest play, Jangan Bunuh Rama-Rama (Don't Kill the 
Butterflies), staged in October 1982, aims at provoking a religi- 
ous experience. His materials and ideas include indigenous cos- 
mology as evoked by the non-rational magic of transformation, 
Islamic rationality and modern, or Western, psychology — pre- 
cisely the options open to a contemporary Malay. Because of 
this synthesised vision, Noordin's Malay-Islamic plays prove 
that Malay and Islamic values are not irreconcilable. 

If the collective religious quest defines Noordin's recent 
theatre, Syed Alwi, the only playwright to have won the drama 


award for two years in succession (1973 and 1974), puts mores 


emphasis on self-assertion. He has transformed his personal ex- 
perience into near-mythic characters. They either represent in- 
dividuals striving to wrest their autonomy from collective pres- 
sures, or, like Alang, the playwright’s mascot and touchstone, 
they act as mediators between clashing and conflicting values of 
tradition and modernity in contemporary Malaysian life. His 
best play, Tok Perak, written in 1974, invites the audience to 
enter into the fractured experiences of an old-style medicine sel- 
ler. Tok Perak, the main character in the play lives in an age 
which has rejected traditional medicine for modern therapy. 
Simultaneously, Tok Perak is suspended at mid-point between 
his desire for firm roots — family life, social respectability — and 
his lust for adventure and individual freedom. 

Bureaucracy as a dehumanising force is a prime villain in the 
hagiography of contemporary Malay theatre. In Desaria 
(Happy Village), written in 1976, Syed imagines bureaucracy as 
masterminding a mass hysteria, towards which Alang is immune 
and, in the face of which, the flawed Tok Jengkut struggles to re- 
scue his creative self-esteem. 

Despite his evocation of timely issues and his exposure of dis- 
turbing social and political behaviour, Syed is a remote figure in 
contemporary Malay theatre. Even though he has gained praise 
and prizes, his plays have not had much of an audience in recent 
years. Thus the impact of his message about the integrity of the 
self is dim. Like Noordin, he eschews public discussions on art or 
on life, but in his plays, he comments on these matters forth- 
rightly. 

The playwright-director who has popularised contemporary 
Malay theatre among young and mostly urban Malays and given 
them an emotional stake in it, is Dinsman. His rise as an influen- 
tial theatre personality in the mid-1970s, followed by that of 











Johan Jaafar and Hatta Azad Khan, signalled the unleashing of 
a potent theatrical energy coming at the heels of the dramatic 
growth of urbanisation and modern education among young 
Malays after 1969. Unlike the pioneering and older playwright- 
directors, such as Noordin and Syed who are English-educated, 
the new generation went to Malay-medium schools. Sub- 
sequently, some of them joined the expanding Malay under- 
graduate community, among whom they found their earliest and 
best audience. 

"Confused" is the word Dinsman has often used to describe 
his audience of young urban Malays in the 1970s. He views them 
as trapped between the demands of traditional values — the cul- 
tural baggage they bring to the city — and the lure of modern- 
ity. 


heatrical promoters of an Islamic theatre like Mana Sikana have 

taken a more permissive line than that adhered to by those 
outside the theatre. While he regrets the scarcity of Islamic 
plays, Mana Sikana does not think it mandatory for playwrights 
to write about Islam or religion alone. The scope of Islamic 
drama, he claims, is "vast — as vast as this earth." Even so, he 
feels that the aesthetic Values of a play must take second place to 
its moral intent, so that even if Bukan Bunuh Diri is aesthetically 
pleasing, its nihilism renders it dangerous. 

The emergence of Teater Generasi,Ketiga (Third Generation 
Theatre, or TGT), in late 1981 can be viewed as a defence 
against the stultifying atmosphere of jeremiads overtaking con- 
temporary Malay theatre. Led by the younger theatre clan — 
Dinsman, Johan Jaafar and Hatta Azad Khan — the movement 
is attempting to rescue the autonomy of theatre from outside in- 
terference. Throughout 1982, TGT initiated a remarkable flurry 
of theatre activity designed to recapture the audience lost to 
films, TV and video: But its major project, a massive month- 
long theatre festival in Kuala Lumpur, came asunder for lack of 
funds. Its viewpoint on Islamic theatre is best exemplified by 
Dinsman who said: "Islamic people can talk or do something 
about life without having a desire to talk about Islam . . . What is 
important is beauty and truth, and these can also be found in 
creative works by non-Muslims." 

Much of the controversy over an Islamic theatre for Malaysia 
is academic at the moment. The bigger question today is whe- 
ther contemporary Malay theatre has any soul at all worth fight- 
ing over. Nevertheless, the larger issue of Islamic art remains 
hot. This is shown by the protracted public debate on the nature 
of Isiamic art, conducted by Malaysia’s most famous novelist 
and champion of the cause of the arts, Shahnon Ahmad, and the 
leader of the People's Socialist Party of Malaysia, poet and liter- 
ary essayist, Kassim Ahmad. The outcome of the debate will 
surely affect the shape and direction of contemporary Malay 
theatre when and if it recovers from its present lassitude. 
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issinger: The Price of Power by 
Seymour М. Hersh. Faber and Faber. 
. £15 (US$22.60). 


HISTORY has never been produced in 
South. The axis of history starts in 
Scow, goes to Bonn, crosses over to 
ington, and then goes to Tokyo. 
at happens in the South is of no im- 
tance." The time was 1969, the 
iker was Henry Kissinger, and the oc- 
sion for this penetrating analysis of 
bal politics was a lecture he gave to the 
Chilean foreign minister,. Gabriel 
dés. Of course, only a short while 
ter, Kissinger did stage a little bit of his- 
/ in the South by helping to overthrow 
emocratically elected government of 
e's Marxist president. Salvador Al- 


"those events seem distant now — 
Tal, Kissinger has just returned to the 
ted States from the South, where he 
a delegation looking into American 
icy in Central America — it might be 
ul to take a look at Hersh’s Kissinger: 
rice of Power. Its 700 pages recount, 

lentless detail, this shuttling dip- 
Ге activities in the administration of 
er president Richard Nixon. 

e in the book is new, but Hersh has 
something more like the chroni- 


Sky Would Fall: The US Bombing 
lission in Indochina, 1954, by John 
rados... Dial Press, New York. 

$17.95. ; 


ident Harry Truman, with military aid 
US$10 million that marked the priority 


ships over its support of independence for 
lonial possessions. It ended with the fall 


55 of 57,000 American lives and a mili- 
iry-spending bill running into tens of bil- 


These are the basic. boundaries of 
'ashington's involvement іп Бо the 
rst Indochina war, fought by the French, 
nd the second, conducted almost entirely 
ith American troops. Historian John 
Prados has placed one particular three- 
month period. beneath. the micro- 
scope. ; 

The Sky Would Fall is his detailed ac- 
count of how the US first contemplated di- 
rect military intervention in Indochina 






and how, in all likelihood. н contemplated. 


began in 1950, under then United States | 
ven to Washington's Atlantic relation- | 


f Saigon a quarter-century later, with the | 


POLITICS. 


Hersh goes harsh on Henry 














cle of some medieval monarchy-than of a 
20th-century democracy at the Height of 
its power. It is Hersh's thesis that Kis- 
singer wanted power more than he wanted 


government; that he had no regard for the 


democratic process, and that systemati- 
cally he placed his personal interests 


above those of the American people he- 


served. 
So Kissinger, ás.national sécurity ad- 
viser, is seen consolidating his authority 


within the White House by establishing an | 


elaborate system of ^backchannel" com- 
munications designed to keep information 
away from the US State Department. 
Again, he is seen conducting peace talks 
with North Vietnam — talks which were 
so secret that he felt compelled to prevent 
the secretary of state and the secretary of 
defence from even knowing about them 
And, of course, beginning in 1969, there 
was the secret bombing of Cambodia 
under Kissinger's constant personal direc- 
tion. 

Almost every page has a footnote. AL 
though usually a burdensome necessity in 
this type of book, here they: provide some 


of the best. reading. One depicts а 


paranoid Kissinger so startled at being 
greeted by a bearded staffer he did not 
recognise that, according to Kissinger, 


^my Secret Service agent nearly shot that. 





WARFARE 


Strategies under the microscope 


the use of nuclear weapons against Viet- 
minh troops. 

Prados begins in March 1954, France is 
mired in fiscal difficulties and the US — 
fresh from an unsatisfying truce in Korea 


— is increasingly concerned about China's. 


intentions on its | southern’. border. 
Washington is: already underwriting as 
much as half the cost of the war against 


Gen. Vo Nguyen Giap. Lieut-Gen. Henri 
Navarre, commander of the French Ex-: 
peditionary Corps in Indochina since | 


1953, has reorganised the French effort in 
а bid to achieve greater force concentra- 
tion and mobility against Giap. A defini- 
tive French offensive is planned for 1955. 
It never happens, Navarre's strategy has 
led French forces into a confrontation 
with Giap in an isolated outpost called 
Dien Bien Phu. The French are hopelessly 
outnumbered and though jealous of their 
policymaking authority, they have ap- 
proached Washington for more transport 


aircraft and for bomber support to save | 
| the besieged camp. 


„То describe the US response to. the 
| ha 
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ject code-named 
|, Vautour--— 
cair bombardme 
‚ save Dien Bien P 


others меге а formal request for ass 





man." In another, Nixon admits that he 
had not even bothered to read the Penta- 
gon Papers before they were published in, 


| The New York Times. Still another notes 


a discussion of sending Kissinger off to his 
first secret meeting with Chinese premier 
Zhou Enlai carrying a small tape- "recorder, 
strapped to his leg. 
Sometimes the lack of trust was dini 
comical. In 1971-72, while Nixon;and Kis- 
singer were systematically taping their 
phone calls with each other (and.everyone. 
else) US Navy yeoman Charles Е. Rad- 
ford was busy spying on both of them for 
Adm. Thomas H. Moorer, chairman. of 
the Joint Chiefs of Staff. When all were 
caught, none was prosecuted, partly be- 
cause it would: have given the secretary of 


defence, Melvin R. Laird, access to mili- 


tary information that the White House did 
not want him to have. 


“Hersh is never subtle. His Kissinger is a 
"man.obsessed by power and willing to use 
almost any means to gain it. Readers will 


look in vain for any insight into Kissinger, 


"the human being: not once in his book 


does Hersh suggest what really made 
Henry tick. At times, Hersh allows. him- 


‘self to be too.rabid in pursuit of his quarry, 


and clearly, if Kissinger was obsessed with 
power Hersh was equally obsessed with 
Kissinger. 

But Hersh has done his homework, and 
while he may not be charitable — or.even 
open-minded — he rolls out the facts like 
waves of heavy artillery. Those who wish 
to defend Kissinger’s actions may'do so. 








combined available accounts with many 
recently de-classified documents, among 
them the private papers of then president 
Dwight Eisenhower and his secretary of 
state, John Foster Dulles. What emerges 
is a kind of йгу ий for Washington's deci- 
sion, a decade later, to commit itself 
militarily to Indochina. 

The core of the US response to the 
French predicament evolved into a pro- 
Operation Vulture, or 

rovided for heavy US 
naval süpport to 
and reverse the war's 
direction. The French hatched Vautour as 
a desperate reversal óf their long-standing 
insistence.that Indochina was their war, 
and theirs alone. By the time it was pre- 
sented, however, Dulles and the chairman 
of the US joint chiefs of staff, Adm. Ar- 
thur Radford, had outpaced them: no one 













| had told the French, Prados writes, “that 


the-vulture they wished so fervently to fly 
had already been relegated to a subsidiary 
role in a transformed policy of “united ac- 
tion'." 

United action, — the internationalisa- 
tion-of any US intervention — was only 
one of a number of conditions Eisenhower 
placed on approval of a US. move. The 
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After this book, 
however, it will be 
difficult to dismiss 
them. Some have 


argued that the 
meaning of power is 
beyond Hersh’s 


grasp: that he has 
failed to understand 
the complexity of 
international diplo- 
macy. This view 
holds that secrecy is 
a necessary part of 
waging war, and 
keeping peace — 
that the ends justify 
the means. 

We entrust our 
highest officials to 
make our most diffi- 
cult decisions. This 
is not always a happy 
task; sometimes sec- 
recy, and even the 
most painful lies do 
appear to be justified. Winston Churchill, 
for example, allowed the centre of Coven- 
try to be destroyed during World War П 
rather than let the Germans know he was 
aware of their plans. But it is a long way 
from there to what happened in Cambodia. 

During the secret strategic arms limita- 
tion talks Kissinger belittled suggestions 
from his ambassador to the negotiations, 
Gerard C. Smith, because, he felt, they 
would have made the Soviets less eager to 


Fighters at Da Nang: the vultures finally flew. 


dochinese Associated States; congres- 
sional assent, and United Nations ap- 
proval of the action. However, it was Dul- 
les' failure to win approval for a united ac- 
tion — specifically from then British 
foreign secretary, Anthony Eden — that 
primarily scotched the plan. In the end, of 
course, Dien Bien Phu fell. 

Equally, both Paris and Washington 
concluded that use of nuclear weapons in 
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Kissinger: а question of power. 


sign. When Smith was allowed to appear | 


in Moscow for the signing of the treaty — 
he was excluded from the most sensitive 
discussions — there was not even an em- 
bassy car to meet him. Smith, who in- 
tended to point out some of the agree- 


ment's inadequacies, remained convinced | 


that Kissinger deliberately tried to keep 
him from attending. 

Similarly, Kissinger only informed 
Jacob Beam, Nixon's ambassador to the 
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Vietnam or against China — "the head of 
the snake," as Eisenhower had it — would 
have been impossible without unconscion- 
able damage to the French as well as their 
enemies. But Prados is convincing in his 
argument that Dulles probably extended 
an offer on these lines in a conversation 
with his French counterpart, Georges 
Bidault. 

Dulles never admitted to this. But evi- 


Soviet Union, of his presence in Moscow 
on the day he left. And when Nixon ar- 
rived for his much-heralded summit in 
May 1972, Beam was unable even to get a 
formal meeting with the president. How- 
ever, Hersh does get carried away from 
time to time. His attempt to implicate Kis- 
singer in Watergate is feeble. Also, he de- 
picts the greatest achievements of the 
Nixon administration — the Moscow sum- 
mit and the opening of diplomatic rela- 
tions with China — as Nixon's alone. Kis- 
singer is portrayed as a mere errand boy. 
After hundreds of pages showing the 
depth of Kissinger's involvement in every 
aspect of the president's foreign policy, 
this makes no sense. 

It is a pity that neither Kissinger nor 
Nixon would be interviewed for this book; 
some explanations for their actions would 
have added greater weight to the work. 
And Hersh could have made greater use 
of available data to present further conclu- 
sions: for example, what are the lessons to 
be learnt from Kissinger's uses and abuses 
of power? To what extent should the 
blame be apportioned to Kissinger and to 
what extent should it be levelled at the sys- 
| tem he served? Finally, Hersh might have 

interrupted his personal onslaught to pon- 
| der what others might have done in the 
same situation. For, as the ever-voluble 
Kissinger once told the renowned Italian 
| journalist, Oriana Fallaci: "You see, 
when one wields power, and when one has 
it for a long time, one ends up thinking one 
has a right to it.” ^ — MICHAEL SPECTER 








dence from the French side, as well as offi- 
cial documents indicating Washington's 
general willingness in this period to con- 
sider use of nuclear weapons, create too 
much smoke for there to have been no fire. 
And why not? We can now conclude that 
Henry Kissinger, as national security ad- 
viser in 1969, was weighing the same Op- 
tions. 

The Sky Would Fall is thoroughly re- 
searched and ably presented; its author 
has an excellent command of the strategy 
and tactics that are the military planner's 
tools. 

This reviewer found few quibbles, but 
here are two: the author's ability to write 
clearly about the evolving military situa- 
tion makes the amateur reader on this sub- 
ject yearn constantly for a detailed map of 
French Tonkin and Dien Bien Phu in 
close-up. There is none. And the amount 
of ground covered sometimes reduces the 
text to the level of journalism: it 
is not always the easiest read, jump- 
ing as it does from battlefield to 
the White House to the Quai d'Orsay and 
back again. 

Prados is making a strong bid to be 
counted among the more capable political 
and diplomatic historians of his genera- 
tion, at least among those writing for us 
amateurs. — PATRICK SMITH 

































































Guy Sacerdoti 

йа: Even before the official Advisory 
mmmittee for the Philippines, drawn 
m 11 international commercial banks, 
due, to meet in New York on 
mber 7, the cat-and-mouse game of 
duling a portion of the Philippines' 
lated US$23.9 billion foreign debt 
begun. As oil shortages, workers’ 
es, demands for wage rises and 
idly increasing market prices for con- 
goods deepened the crisis domesti- 
‚ the. International Monetary Fund, 
World Bank and the bank advisory 
) sent teams to Manila to work out 
posals.to prop up the ailing economy. 

Ost important is early approval of the 
vernment’s new standby credit pro- 
me.with the IMF. After a flurry of 
gs during the weekend of October 
30, Prime Minister (and concurrently 
lance Minister) Cesar Virata was ex- 
sted to sign an important letter of intent 
F managing director Jacques de 
siére outlining in detail the extreme 
ty steps Manila would take to get 
onomy back on course. If the 
programme is approved, at least 
ion special drawing rights, or 
$334 million) and as much as 
s 615 million — depending on the 
ability of IMF borrowed resources — 
be lent in five tranches beginning in 
mber and continuing through to the 
| of 1984. | 
though the IMF money by itself 
not make а very significant dent in 
cing Manila’s .US$2 billion overall 
ice-of- payments deficit — even if the 
Rs 615 million target is achieved, re- 
nts 
301 million allocable to the balance 
payments — it is critical for both con- 
ied World Bank financing and any new 
t loans from the commercial banks. 
World. Bank has told Virata that 
isbursement of an Export Development 
und facility of US$300 million — to fi- 
се raw-material imports for non-tradi- 
ial export manufactures — and the sec- 


$302.5 million second structural ad- 
tment loan (SAL) are contingent on an 
eement with the IMF. And the com- 
госта banks are also saying the IMF 
dby programme, is essential before 
ley sit down to begin working out a mix- 
ire of new credits and some rescheduling 
f short-term debt into more easily man- 
geable medium-term facilities, 
Complicating matters, the World Bank 
so has said its quick-disbursing loans will 
held until the commercial banks agree 





thé IMF in.1984 leave a net ^ 


tranche of the already ápproved | 








commit at least US$1 billion: in new: 


medium-term loans. In constructing loan 
packages for the year, a major portion 
normally consists of Official Develop- 
ment Assistance (ODA). These project- 
oriented loans are committed at aid con- 
ferences of donor nations meeting to- 
gether with the World Bank, the IMF and 
government authorities. Sources said the 
Philippines has begun sounding out its 
Paris Aid Consortium (REVIEW, July 21) 
to call a special meeting to assess the new 
1984 programme and possibly to revamp 
the group's commitments. 


О ne of the major problems with the cur- 
rent Philippine financial crisis is deter- 
mining just how much debt there is. While 
banks have won the argument with the au- 
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thorities about including non-monetary 
debt in total figures (raising the official, 
third-quarter total to US$24-25 billion as 
opposed to US$18.2 billion), there re- 
mains the need to reduce some of the dou- 
ble counting in the larger figure (due in 
part to on-lending and rediscounting by 
the central bank) and more accurately 
tabulate short-term liabilities of the com- 
mercial banking system. Virata's mid-Oc- 
tober figure is US$23.9 billion (REVIEW, 
Nov. 3). 

The 1i-member advisory committee 
(the original 10-member committee, 
chaired by Manufacturers Hanover Trust, 
with Bank. of Tokyo as deputy, was in- 
creased with the membership of Dresdner 
Bank of West Germany) sent two sub- 
committees to Manila in tlie week of Oc- 

ber 25: опе-а debt-categorisation sub- 
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Philippines and the IMF try to work out a deal for crucial funding 
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committee, the other an economic sub- 
committee. The first is to work out how 
much is publicly held, how much by the 
private sector; which is short term апа 
which medium term; how much is com- 
mercial and how much ODA, and to try to 
determine actual repayment schedules 
with an eye to creating proposals for which 
loans are best suited for rescheduling. 

The economic committee, led by Mor- 
gan Guaranty Trust, is looking at both 
macro-economic and political factors to 
determine just how much is reasonable for 
the commercial banks to come up with in 
new credits, given the economic and poli- 
tical risks involved. 

Virata hopes the research will be con- 
cluded by the first week of November so 
that by mid-month, the full commit- 
tee can get down to work in New 
York. By then, the letter ofintent to 
the IMF should be signed. The 
World Bank already has completed 
its mid-term SAL review, i 

Time limitations are severe, АП 
this has to be completed by January 
16, 1984, the day the. 90-day 
moratorium on principal repay- 
ments ends. The IMF programme is 
expected to call for whata 
a no-growth 1984. Vir 
that an overall ceiling or 
medium- and long-term 
debt will be maintained 
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ity worked out by the bank advisory 
committee. Further balance-of- 
payments financing from foreign 
banks. would then come from. re- 
scheduling repayments falling due; Virata 
has hinted. (The 90-day debt moratorium 
agreed on October 17 covers principal re- 
payments only. Any rescheduling agreed 
on now could affect both principal and in- 
terest payments.) 

The Philippine Government budget will 
once again have to come under the axe. 
The ballooning Р 14 billion (US$1 billion) 
budget deficit in (fiscal and calendar) 1982 
was cut under the origina! IMF 1983 
standby agreement to P9.4 billion in 1983, 
or 2.4% of gross national product, a cut of 
some 18%. But strict government man- 
agement by Virata and the technocrats led 
to, first, a revised target of P8.2 billion, 
and most recently to P7.6 billion, or 2% 
of GNP. 

With peso expe 


during the fi 














budget deficit was in fact kept to P3 bil- 
lion, down from more than P10 billion 
during the same period of 1982. But for 
1984, the IMF programme calls for a de- 
ficit target of 1.5% of GNP, or P6.5 bil- 
lion. This should force some significant re- 
structuring of the budget as well. The ori- 
ginal P59.5 billion 1984 budget had a 
built-in P2.1 billion reserve fund to cover 
"debt-servicing requirements should the 
peso: US dollar exchange rate decline. But 
the 21.4% devaluation on October 5 has 
thrown all that askew. 

Including net gains and losses in certain 
tax-revenue categories, plus the increased 
servicing requirements, the deficit for 
next year would expand to some P15 bil- 
lion. Virata is planning to cut P8.5 billion 
off that figure to meet the standby pro- 
gramme — evenly split between expendi- 
ture cuts and increased revenues. Infra- 
structure projects are most likely to fall 
under the knife, while extra taxes on pet- 
rol and other oil-product consumption are 
almost assured. The overall budget is thus 
expected to be reduced by about 13.3%. 

Liquidity control and curbs on growth 
of net domestic assets (credits) are nor- 


De Larosiére; 


mally part of any IMF standby package, 
and'the 1984 programme will be tight in- 
deed. The 5% increase in bank-reserve re- 
quirements between August and De- 
cember this year will absorb a significant 
portion of available liquidity. And the 
54% growth in monetary authorities’ por- 
tion of net domestic assets during the first 
nine months of 1983 will have to be pared 
back, as will the deposit-money banks' 
12.3% rise, even though that has been 
pretty much on target for the year thus far. 


ages policy is also expected to be 

mentioned in the IMF letter of intent. 
The peso devaluation will almost certainly 
increase inflation, and if it is to be kept at 
about 15-20% in 1984, wage restraint is 
necessary. The government was expected 
to announce on November 1 a wage pack- 
age increasing current minimum wages for 
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lark Air Base workers demand pay rise 





industrial workers to P 4-5.30 a day, or by 
11-15%. The  government-supported 
Trade Union Congress of the Philippines 
is asking for a P7 rise (20% ) and the Left- 
leaning. Kilusang Mayo Uno (KMU) 
union is demanding a P 16 boost. 

The effects this will have on the political 
situation will be watched closely by the 
bank advisory committee in the light of 
strikes already declared by Manila’s 
12,000 teachers, employees of the Philip- 
pine Long-Distance Telephone Co. and a 
number of firms in the Bataan export pro- 
cessing zone. While these have been set- 
tled after intense bargaining sessions, 
threats of further strikes, particularly by 
the more militant KMU, are a particular 
cause of concern for the banks. 

It was political uncertainty in the after- 
math of the August 21 assassination of op- 
position leader Benigno Aquino which 
precipitated the current crisis as short- 
term creditors either reduced their lend 
ing periods or demanded full repayment 
rather than rolling over maturing credits. 

And perhaps the most essential element 
of any new bail-out credit scheme and re- 
structuring package for the banks will be 
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Some local private commercial banks esti- 
mate the real figure for the end of October 
could be as low as US$300 million, and 
there is real worry that they could be virtu- 
ally wiped out by the end of the year as 
commitments not covered by the 
moratorium are repaid. It is estimated 
that the official reserves were drained of 
some US$700 million’ in the first two 
weeks of October, to cover payment of 
short-term foreign debt. 


hus the government has launched an 

all-out attack to save every penny of 
foreign exchange possible during the 
moratorium period so as to keep the bal- 
ance of payments as close as possible to 
the US$2.1 billion deficit as of the end of 
October for the rest of the year. Bans on 
imported fruits and other non-essential 
luxury items have been enforced, while 
imports effectively have been limited to 
only those firms requiring raw materials 
for export processing and certain central 
bank-controlled non-dollar imports for 
selected domestic manufacturers. 

Most important, however, is the re- 
quirement that local commercial banks 





wage restraint i$ а necessity. 





some assurance of political stability in the 
face of increased opposition to President 
Ferdinand Marcos' rule, his uncertain 
health and the lack of any clear interim 
successor (REVIEW, Nov. 3). While the 
new IMF standby programme is a must for 
any debt restructuring to succeed, in itself 
it will not be sufficient to bring back cre- 
ditors' confidence in the economy. 

In the meantime, the technocrats are 
scrambling as fast as possible to revive 
confidence in their ability to bolster the 
current account while at the same time 
save foreign exchange to avoid any default 
until the bail-out financial package is com- 
pleted. As of October 28, official reserves 
were down to- US$430 million, from 
US$600 million at the time the mo- 
ratorium was called and well below the 
US$1.43 billion on September 30 and the 
US$2.04 billion at the end of August. 





sell 80% of all export receipts to the cen- 
tral bank, keeping 20% to finance import 
letters of credit. The long queues at the 
few operating petrol stations have been 
caused by rapidly falling oil inventories, 
the supply of which has been almost halted 
by banks' refusal to re-open usance credits 
for oil purchases. Bankers say the Philip- 
pine National Oil Co. (PNOC) holds 
about US$! billion of these, in which 
banks normally lend to PNOC which pays 
its suppliers after 30 days. PNOC must 
repay the banks after a 180-day period. 
Oil imports total about US$1.8 billion, 
or 3995 of all monetary short-term debt, 
and is about a third of the country's total 
import bill. In essence, the new 80% re- 
quirement will shift oil-import financing 
to the central bank for the time being, to 
avoid the need for rationing. Oil use is ex- 
pected to decline as the government 



























port receipts must b 
€ central bank if less than 40% is 
il financing. The worry is that central 
reserves are now so low and capital 
nts so depleted that the country will 
Of be able to service its interest’ pay- 
ients, ODA loans and World Bank/IMF 
yments during the 90-day mora- 
ium. While the central bank says it will 
urn to the commercial banks (via the 
ange floor) export receipts it does not 
for oil, ODA and interest payments, 
yanks are fiot expecting to get much 
Since the moratorium was ап- 
unced, the central bank's foreign-ex- 
nge trading has been stopped. 
he effects of these domestic measures 
€ hit the local financial community 
d. Senior officials of a number of com- 
ial banks estimate that at least 10 of 
maller commercial banks are facing 
ere liquidity crises and cannot meet the 






ing is ready to 


Obrecht 


China is preparing to submit a 
lication for membership of the 
Multi-Fibre Arrangement 
A): at the December meeting here of 
ent on Tariffs and Trade. The 
erates under Gatt's auspices. 
team. of Chinese officials and trade 
rts conducted a series of consulta- 
; in September, with sev- 
nbers — among them, the 


imediat ensuring that no obstacles 
nd in China's way and that it can join 
5 ontróversial and most im- 


5 status within Gatt. Officials 
the US and the EEC were unanim- 
n declaring that China is welcome to 
the MFA, as long as it complies with 
ms acceptable to members. 

No objection has been raised over 
ina's request to be viewed as a develop- 
country, though it is one of the world’s 

iggest textile producers and the third- 
irgest exporter of textiles and garments 
the US. after. Hongkong and South 
orea. China's exports to the US have in- 
creased nearly 10-fold during the past de- 
ade. While no one is putting any barriers 
i: China's way, some developing coun- 
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| And one ‘bank, he Philippine 


cial and Industrial Bank (PCIB), has been 
unable to pay its credit-card obligations 
for at least two months (establishments 
are refusing to accept — PCIB's 
Chargekard). The squeeze is worrying 
some foreign bankers as much as the coun- 
try's external financial problems. ` 


Wes: the various measures are deal- 
ing the local psychology a severe 
blow at a time when confidence is the key 
to survival. A number of foreign bankers 
have noticed this and are watching, as with 
the wage hikes, to see if they«will effect 
domestic political stability. The Philip- 


pines has little choice, however, in cutting | 


back on economic growth and develop- 
ment projects, delaying needed medium- 
term structural adjustment until it can get 
its short-term financial house in order. 
That cannot happen unless a restructuring 


join the Multi-Fibre Arrangement, a move 
ch could pave the way for its eventual return to Gatt 


tries are obviously not wildly enthusiastic 
about Peking's application for member- 
ship. Because of its political weight and 
the size of its trade, China's membership 
would be bound to change the dynainics of 
the MFA. 

Also, a number of Third World coun- 
tries — among them India, Pakistan. 
Asean countries and some Latin Ameri- 
can nations — are opposed to the renewal 
of the MFA, which is due to expire in July 
1986. They consider the scheme to be a 
protectionist device in derogation of 
Gatt’s principles and one which has be- 
come increasingly restrictive on imports 
with each protocol of extension (1977 and 
1981). 


owever, an EEC spokesman, while ad- 

mitting that the MFA does close mar- 
kets to some extent, pointed out that most 
developing countries would not be able to 
compete and undoubtedly would fare 
worse in a totally free market. India, for 
example, benefits from a special arrange- 
ment with the EEC under the Generalised 
System of Preferences and consequently, 
is able to export more to the EEC than it 
would in a free market. Western countries 


j also point out that textile trade has be- 


come more complex — not least because 
of fraud and counterfeiting which, in some 
cases, make it impossible to identify the 
country of origin. 

Western natio 






lieve, too, that de- 






skittishness. As the negotiations edge to- 
wards January 16, 1984, the pressure will 
mount. For if an agreement is not 
reached, another 90-day moratorium may 
be needed. Some smaller banks have al- 
| ready balked at the current standstill ar- 

rangement — though the larger banks are 
expected to convince them to go along — 
but it is unlikely they will agree to extend. 

The emergency measures taken to 
| cover the balance of payments during the 
moratorium can only be stop-gap in na- 
ture, if banks are to stay in business and 
needed imports to sustain the economy 
and develop export potential are to be ob- 
tained. Unless Marcos can move to re- 
build political confidence, all the 
| economic expertise in the world cannot 
solve the financial crisis. Otherwise, the 
economy could easily fall into a downward 
spiral of negative growth, recession and 
perhaps depression. u 








veloping countries are not realistic in op- 
posing the renewal of the MFA, since, 
they argue, the international textiles mar- 
ket will not be much different in 1986 and 
market controls will still be necessary. Ac- 
cording to them, Third World exporting 
countries would be better off diversifying 
their exports instead of demanding that 
developed countries continuously . in- 
crease their textiles and garments imports. 

Several countries. also . have raised 
doubts about the likely benefits of China's 
entry lessthan two yearsbefore 
pires. But China, while seeking 
more involved in world trade; is. 
increasingly concerned about th 
tainties affecting that trade. 
China got almost all it wanted from the US 
during bilateral 1: 
— because, of the pressure it. put. on 
Washington. i i 
grain, man-m¢ 
China is wort t it might get à worse 
deal in the bilateral negotiations with the 
EEC when the présent agreement runs 
out in December. Peking appears to.take 
the view that, it: js better off. dealing 
through a, multilateral instrumentality 
which provides. that importing countries 
cannot lower export growth rates:in tex- 
tiles and clothing below the quotas 
specified under the MFA. 

A majority of Gatt members view 
China’s membership in the MFA as a big 
step closer to the 89-nation Gatt of which 
China was a founding member in 1948. 
They felt, however, that negotiating a 
treaty of accession might prove difficult 
since each applicant must pledge to adapt 
its national trade laws to Gatt require- 
ments. Whilé the US and the EEC are will- 
ing to take into account China's needs as a 
developing nation, they are expected to 
take a firm stand when it comes to 
negotiating communist China's entry into 
thé haven of free trade, Gatt itself. 










































































CURACAO: a dream island in the Netherlands 
Antilles. And an ideal launching pad for your 
‘Latin American and Caribbean marketing effort. 
A brand new, ultra-modern Trade Center is about 
to open its doors in one of the world’s privileged 
trading environments: 

The International Trade Center Curacao. 

















Join those who already took this unique oppor- 
tunity to set up their beachhead in Curacao. 
A complete range of marketing support services 
will be available to you: permanent and tempo- 
rary exhibition facilities, convention center, high 
class offices, international telecommunications, 
trade information center, custom agencies, shipping 
companies, banks and shops, as well as a continuous 
promotion program to attract buyers from all over 
Latin America and the Caribbean. 

On Curacao, combining business and pleasure 
comes naturally. 

Located only 40 miles from Venezuela and with 
several centuries of trading experience, the island 
offers all you need to do business: political stabi- 
lity, duty free zone, 6000 off-shore companies, 
modern infrastructure and qualified multilingual 
labour force. 


come for business, 
stay for pleasure. 








For more information, return this coupon to: 


INTERNATIONAL TRADE CENTER CURACAO 
Р.О. Box 155 - Curacao - Netherlands Antilles 
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But the island is also one of these tiny paradises, 
which attract thousands of tourists from all over 
North and South America each year. They 
particularly appreciate the 
rather unusual mixture 
of old-worldish Dutch 
influences and 
tropical zest and 
playfulness. 
The beaches 

of Curaçao, 














and its year-round dream Шо. are ideal for 
relaxation and sports. 
With its modern, at- 
tractive International ~ 
Trade Center, Curacao 
will really be the best 
place for business with 
Latin America... and 
for pleasure. 

Think about it... 
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DOESN’T THE WATCH WITH 
A CROWN OF DIAMONDS? 


A touch of brilliance has been added to the new 18ct. 
gold Constellation watch with gold claws. Forty flush-set 
diamonds circle the dial—accentuating its regal beauty. 
This Omega Constellation, with extra-flat quartz move- 
ment, is an official Swiss chronometer with certificate. The 
four gold claws press the суеш against the case to re- 
inforce its water-resistance. The satiny dial is highlighted 


by 22 diamonds, protected by a scratch-resistant sapphire 
crystal with metallized rim for added luster. A perfectly 
integrated, supple bracelet with invisible clasp, smooth 
lines, polished surfaces... all hand-finished by master 
goldsmiths. 

| New boldness in the art of watch design—the Omega 
Constellation. For men and women. 

















Qantas offers sleeper chairs for First Class uin Plus the ا‎ Stel Waste ok 
Plus the friendliest Economy in the sky. So aboard. There's only one way to fly to Australia. 
And that’s with the Australian airline. — 
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The Australian Airline 
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Mita plain paper copiers with 
size reduction mode quickly turn 
computer stock forms and other 
over-sized originals into manage- 
able, letter-sized copies. 

And despite their compact, 
desk-top size, they're loaded with 
features to help improve the 
productivity of your office. 

For example, all three have 
Mita's Automatic Dry Toner Density 
Control System. It continuously 
monitors copy quality, to make 
sure your copies turn out letter 
perfect every time. Plus other time- 
saving features like single key 
copy repeating, copy interruption 
and a "Sensor Touch" control panel. 

The Mita DC-312RE not only 


reduces, it enlarges too, and 
delivers a speedy 30 copies per 
minute (A4). You can even equip it 
with an optional document feeder 
and automatic sorter. 

The Mita DC-181R is one of potum 
only a few reducing copiers that 
can also copy extra-large A3-size 
originals, size for size. And the 
Mita DC-133R is one of the most 
compact reducing copiers 
anywhere. 

Nearly 50 years of manufactur- 
ing for the image reproduction 
industry has made Mita one of the 
world's most experienced copier 
companies. See for yourself. Make 
a tomcat kitten size at your local 
Mita dealer, today 
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MITA INDUSTRIAL CO., LTD. 2-28, 1-chome, Tamatsukuri, Higashi-ku, Osaka 540, Japan Phone: (06)761-1171, Telex: MITAINTL J64292 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA: Mita Copiers Australia Pty., Ltd., Melbourne Phone 03-553-0722 BANGLADESH: New Victor Ltd., Decca Phone 255444 HONG KONG:The Office Appliance Co., Ltd., Phone 5-54 
INDONESIA: P.T. Mita Mahardi, Jakarta Phone 653897. 651979 KOREA: Liker Co., Lid., Seoul Phone 778-3211 to 5 MALAYSIA: Cycle & Carriage Sdn. Bhd., Kuala Lumpur Phone 570955 
PAPUA NEW GUINEA: Meridien Breckwoldt Pty., Lid., Port Moresby Phone 25-631! NEPAL: Mercantile Traders, Katmandu Phone 13647 PAKISTAN Reliable Business Systems Lid., Karachi 
Phone 226179 232000 PHILIPPINES:Philcopy Corporation, Manila Phone 89-52-04, 89-92-64 SINGAPORE: Wei Tah Co., Ltd., Singapore Phone 7461051 SRI LANKA: Ceylon Business 
Appliances Ltd., Colombo Phone 26547 23911 TAIWAN: Lico Co., Ltd., Taipei Phone 7717360. 7718695 THAILAND: Rand Corporation, Bangkok Phone 223-4513 223-7652 








The ability to lend financial 
assistance goes infinitely further 
than a knowledge of finance. 
Without the specialized knowledge 
of your venture this form of 
assistance would be, to us, pure 
speculation. The Norwest Promise 
encompasses considerable, in- 
depth experience in specialized 
fields such as Hi-tech, 
Agriculture, and Energy. 


The Norwest Corporation, head- 
quartered in Minneapolis, has over 
800 offices throughout 42 states in 
the U.S.A. And now Norwest 
Asia Ltd. brings to the East the 
accumulated knowledge needed to 
provide a full spectrum of both 
highly specialized and general 
commercial banking services. 


A; always, with these services 
comes the Norwest Promise. The 
promise that your success will be 
Our success. 
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NORWEST ASIA 
LE TAE 


ИШ VEN 


A wholly-owned subsidiary of 
Norwest Bank Minneapolis. N.A. 


The Norwest Promise on lending, letters of credit, transfers and foreign exchange can be discussed with Gary B. Hawk, Managing Director 
Norwest Asia Ltd., 3602 Edinburgh Tower, 15 Queen's Road, Central, Hong Kong. Tel: 5-213651 Telex: 61468 NWAL HX 





Only a very unusual one: But then, the closer than you would expect from one of Scandinavia's 


you examine the analogy the more aptit becomes. largest banking groups with assets of more than 

The self-aligning ball-bearing has made a USS11.5 billion. 
significant difference to the smooth-running and Ifyou have customers who are intending to set 
efficiency of industry worldwide. In a similar way up operations within Swedish markets, SwedBank 
SwedBank is able to offer the kind of expertise.and has the experience and the financial resources to 


skill and the depth of resources necessary to take the offer them the advice and assistance they need. 
friction out of corporate finance and trade fin- Its hardly surprising that we choose to 
ance~especially if youre involved with the make unusual comparisons. As you may have 
growth markets of Sweden and Scandinavia. gathered, it's just one of the ways in which 


Our capability incorporate finance — | we tend to stand out from the crowd. 
and trade finance is matched by a full АҺ. Find out just how and why. Contact us 
range of services- including foreign exch- at the address below for full details and a 


ange and loan syndication. Nothing less copy of our corporate brochure. 


SWEDBANK 


DOMESTIC MAME: SPARBANKERINAS BANK 











SwedBank-an excellent name for International Banking. 


VALIN POLLEN 


Head Office: 8-108 34 Stockholm, Sweden. Te leptione: 08-22 23 20 Telex: 12826 SWEDBNK S... 
Representative Office: The Old Deanery. Dean's Court, London ECAV БАА Telephone: 01-236 4060. 










Deficient ошый practices and lack of organisation 


seriously hamper China’s efforts to implement fiscal reforms 


By Robert Deis. 


Hongkong: Accounting practices are 
proving to be a sérious obstacle to the suc- 
cess of China's fiscal reforms. The conver- 
sion of state-owned enterprises into tax- 
paying entities is intended simultaneously 
to stimulate productivity and expand gov- 
ernment févenues. Not only does the 
numberof loss-making enterprises remain 
unacceptably high, accounting practices 
аге so deficient that it is difficult to deter- 
“mine which enterprises really are making 
a profit and, if so, how much. Such pro- 
‘-blems throw light on the reasons behind 
the recent decision to establish a National 
Auditing Office subordinate to the State 
Council. a 

An unusually detailed report published 
in the Peking People's Daily, "Lessons 
learned from the Fushun steel plant," reve- 
als just how chaotic management and ac- 
counting practices in Chinese industry can 
be, 

On the surface, conditions at the huge 
Fushun plant in Liaoning province ap- 
peared to improve significantly after a 
reorganisation effort last year. The plant 
had received some modernisation assist- 
ance from a Japanese firm. Steel output at 
the plant in the first six months of 1982 re- 
portedly increased by more than 5076 and 
sales by 49%, and the proportion of alloy 
steel within total output rose by 13%. 

A 75-member inspection team from the 
Fushun authorities spent five days 


Great haul of 
the people 


Pilferage and the black market 
are important factors behind 
industrial disorganisation 


Hongkong: Some of the inventory losses 
of Chinese enterprises are due to pilfer- 
ing, the stolen goods diverted to thriving 
black markets for industrial goods. One 
such, called the “Iron and Steel Market," 
has grown up near Renqiu, in Hebei pro- 
vince. 

The Rengiu oilfields are the source of 
most of the goods on sale at the market, 
according to two reporters for the Peking 
Economic Daily who visited the market in 
September. Steel piping of different sizes, 
including 9-m.-long drilling pipe, was 
everywhere, their report said. 

Other items for sale included drilling 
bits, electric motors, pressure meters, 
valves (including large pipeline valves), 








examining plant operations last De- 
cember and issued a satisfactory certifi- 
cate of inspection shortly afterwards. 
Early this year the factory announced it 
would turn over profits of Rmb 50 million 
(US$25.5 million) to the state. The re- 
sponsible cadre in the plant's finance de- 
partment then left on a trip to Sichuan, 
where he gave speeches on the Fushun 
steel plant's accounting systems. 

But two months later, the figure for pro- 
fits to be turned over to the state was re- 
vised downwards to Rmb 10 million, then 
revised upwards again to Rmb 25 million. 


Something was wrong in Fushun. 


AS investigation team from the local 
party committee and local branch of 
the People's Bank of China that examined 
plant operations in July discovered serious 
accounting discrepancies which had 
evaded the earlier team's examination. 





| Jed to misleading profit esti 


p 
books did not reflect then new, t 
costs in 1982 had been misrepo 
Rmb 2.98 million instead of the ac 
penditure of Rmb 8.28 million, 
26 other mistaken entries in 


































Inventories were inadeq 
examination in April attributed t 
ing losses" missed goods and-su 
ued at Ктр 9.89 million or 15 
value of the plant's total working 
tory of supplies and raw material 
tomer. accounts which had. been 
were still carried as receivables, w 
were mislaid and unpaid. Fi 
partment staff had apparently 
practice of taking. their account 
with them at the end of the month 
олу important papers we 
The plant management borrowe 
million from the People’s Bank о 
in order to make up its promised pr 
liveries, rolling the deficit over tot 
rent year. 

The People's Daily report 
who finally blew the whistle: 
Steel. though the com i 
ond investigation team sugg 
local branch of People's Bank 












































coils of electric cable, spanners, helmets, 
gloves and large rolls of insulating asphalt 
feli. There are bargains to be had — new 
pressure meters which normally cost Ктр 
60-70 (US$31-36) were on sale for as little 
as Rmb 3. 

The iron and steel market, which meets 
twice a month, evolved from a rural scrap 
market affer development of the Renqiu 


oilfield began in 1976. Most of the | 


peddlers are peasants from Renqiu and 
surrounding ‘counties, the report said. 


Heavy items are brought in by tractor the | 
day before; other traders arrive in the | 


evening before market day to set up their 
stalls over a 1.5-km. stretch on both sides 
of Xihuancheng Road on the outskirts of 
Renqiu. The reporters estimated that 2- 
3,000 prospective customers were attend- 


| 


| 





peasants who use oilfield supplies 
construction. Expensive seamle: 
tubing is sold in cut lengths for d 
piping and drilling rods are cut do 
use as parts for hand carts. 
Shortages of tools and equipment : 
Renqiu fields because of pilferage a 
ous, the report said. One oilfield unit: 
ited by the reporters had lost almost all 
leather transmission belts from 17 diffi 
ent pumps and engines. The unit normall 
loses about 500 leather drive belts a ve 
almost all to theft. They also observed: 
tions of pipeline from which the азр 
felt covering had been torn off, appa 
for use as home insulation. 
~~ ROBERT D 







































ber, unscathed. 

cording to the newspaper, the plant | 
specialists to the Fushun No. 2 Pet- 
hemical Plant which earlier had been | 
d by the same investigation team and 
ined copies of all materials re апра to 
he investigation. Using this material, the 
nt prepared a. 200,000-word report 
ich, the People’s Daily said. seriously 
epresented actual conditions in the 


e investigation team spent two days 
ng to the reports of plant leaders, 
roke up into 16 sub-groups for two 
ys to examine different offices and 
shops in the plant. The People's 
said that it “simply wasn't possible’ 


arge plant in so short a period. 


Suggested either a startling level of 
competence on the part of the 75- 


ul at deception. In fact, it is more 


mplete records are the norm at 
enterprises ~~ Fushun Steel is ex- 
only in the unusually large scale 
eption involved and the degree of 
jus planning with which it was 
t.. 
‘Steel is now index: a three- 
adline from the provincial au- 
to clean up its management and 
ing operations or face removal of 
ate of inspection, wage cuts and 
ment of the plant leadership. The 
it leniency of these measures 
the sense in which the Fushun 
ris understood as extreme but 
ptional in Chinese industry; acase 
gement in efficiency rather than 
nce. 
of what the Fushun steel factory and 
nagers are up against is the rapidity 
hich the rules have changed. Only а 
I$ аро, meeting and exceeding out- 
quotas was the single criterion of en- 
se performance, and the managers 
€ Fushun steel factory would have 
heroes. The accounting and records 
ms needed to monitor a large, com- 
enterprise are not yet in place, Nor 
there. sufficient trained. accountants 
auditors. 
e National Auditing Office was es- 
shed on September 15 and provincial, 
icipal and county auditing offices are 
Ow being set up all over China, the 
ople’s Daily said on October 15. Claim- 
that many outstanding problems — 
er-decentralisation of funds,. poor 
опотіс: performance, waste of man- 
jower, materials and financial resources 
аге attributable to the absence of audit- 


































ew auditors to “dare to fight” against vio- 
ations of discipline, deception and pres- 
ures from groups and individuals. ü 





e téams to achieve more than a | 
icial understanding of operations in | 


iber Fushun investigation team or | 
the Fushun management was unusu- | 


hat disorganised, misleading and | 


ng systems, the article charged China's 


By Mohan Ram 
New Delhi: India's so-called black econ- 
omy, centring on a multitude of сапа 
unrecorded financial transactions and on 
tax evasion, may now have reached a fifth 
of the size of the official economy and 
some estimates put it ata half of recorded 
gross national product. The government, 
while acknowledging. the seriousness of | 
the problem, has so far been unable or un- | 
willing to do much about it, other than | 
commission the independent National In- | 
| stitute of Public Finance and Policy to 
| make a study of the phenomenon. | 
| For many in India, the growth of the 
| black economy is seen as having disquiet- 
| ing social as well as economic implica- 
| tions, though this view is not universally 
| shared. At the same time, the existence of 
| black money is coming to be accepted as 
| integral to the system. 
| 
| 


Black, or unaccounted, money origi- 
nates mainly in India’s urban areas from 
tax evasion by individuals and corpora- 
tions as well as from activities such as 
smuggling, black markets. gambling and 
bribes, not to mention political payments. 
There are also numerous examples of 
operators getting hold of scarce industrial 
inputs — by obtaining a user's licence 
through “ghost” companies — and then 
selling-on the materials at a premium to 
genuine users. Such income is by its very 
nature unrecorded and black. 





























By Anthony Rowley 
Hongkong: Like it or not, so-called black 
economies are on the up and up — and not 
only in developing countries. Some esti- 
mates put the size of the black or under- 
ground economy in Japan, for instance, at 
15% of the “overground” economy, at 
7.5% in the United States and around 
10% in a typical West European country. 

Nor is the emergence of strong parallel 
economies in countries such as India re- 
garded as necessarily à. һай thing by all 
development specialists. A source in one 
of the Washington-based multilateral fi- 
nance agencies went so far as to say, in a 
recent interview with the REvIEW, that he 
was “optimistic that the Indian economy is 
very much out of the control of the gov- 
ernment." 

New Delhi now accepts that it cannot 
control the economy throughout India, 
according to this source. "The economics 











Not all black and white 
Underground economies are not necessarily bad 
for a nation's development, some specialists say 






While many have grown to accepi India’s s unofficial economy; 
others find in it — and in its rapid growth — reason for concern 


Smuggling out of India covers mainly 
antiques, animal and reptile skins, narco- 
tics and, of late, silver. The value of goods 
smuggled in (mainly electronic gadgets, 
wrist watches and consumer goods besides 
gold) is larger. Smuggling operations need 
foreign exchange which is generated 
through black activity. Export and import 
invoices are manipulated and an unde- 
clared foreign income is generated abroad 
to finance smuggling. Exports are under- 
invoiced (which also results in lower gov- 
ernment revenue from export duty) and a 
part of the real receipts is held abroad. Im- 
ports are over-invoiced to obtain from 
government more foreign exchange than 
is really needed. The difference is held 
abroad illegally. 

Another source of black money is 
bribes. Officials and politicians receive a 
pay-off (offen substantial) for licences and 
permits granted, for purchases made by 
the government and construction con- 
tracts given out. These costly permits and 
licences are often then sold at a profit. 

Yet another source is gambling. Except 
for licensed betting on races and state-run 
lottery schemes, all betting and gambling 
is illegal. But such operations are still car- 
ried out on a large scale. There is illegal 
off-course betting where transactions are 
outside the tax net. (Prize money is nor- 
mally taxed.) Black money generated 


of corruption are reallocating resources.” 
The black economy, meanwhile, is mak- 
ing available to people in India consumer 
goods (such as transistor radios) which 
they would be denied by rigidities within 
| the official economy. 

A: further defence offered by some 
economists. for black economies is that 
they help put money to more efficient use. 
Thus, a given money supply may finance a 
certain level of growth in gross national 
product — at constant velocities of circu- 
lation — in :the official economy. But 
money often circulates faster in the black 
economy allowing it to finance more 
transactions from a fixed supply of money. 
It is therefore seen as а non-inflationary 
way of stimulating growth: Thisargument 
5 explains why: black-money transactions 
may not show up in the official money- 
supply figures (as in India for example), 























into the gambling circuit and 
ate further black money. 

Scarce raw materials and inputs (im- 
ported or domestic) have a knack of find- 
ing their way into the hands of those who 
obtain them through bribes or political in- 
fluence but do not use them for produc- 
tion. They sell them to others who still find 
it profitable to buy at a premium and then 
use the materials as genuine industrial in- 
puts. 

Sometimes white (or accounted) money 
becomes black. For instance, a retiring 
government official might acquire a flat 
with legally earned money but when he 
pays the seller a part of the price in cash 
(to save on capital-gains tax), white 
money becomes black. Black money is 
laundered in several devious ways, too. 
Property is acquired but the value is 
understated so that the buyer is able to ac- 
count for the smaller amount. Agricul- 
tural incomes are exempt from tax, so а 
farm is a useful cover because black 
money can be brought into the books as 
farm income. The income from assets such 
as hotels also can be overstated (through 
claiming higher than actual occupancy 
rates) and thereby provide a cover for 
black money earned on other activities. 
After laundering, black money becomes 
white. 


stimating the size of black incomes is a 
daunting task. The first estimate was 

made in 1956 by Prof. Nicholas Kaldor, 
one-time economic adviser to the British 
Government. He put black income in 
1953-54 at Rs 6 billion (US$612.24 million 

e  atthe present exchange rate) which was 
6% of the reported GNP at that time. D. 


K. Rangenkar, an economist and editor of 


the daily Business Standard newspaper, 


but it can overlook the loss of revenues to 
the public sector from tax evasion, and 
thus the need for an (inflationary) resort 
to the money printing presses or to foreign 
borrowing. 

Because of the strong growth in black 
economies — involving such things as bar- 
ter and counter-trade transactions as well 
as (tax-evading) unrecorded financial 
transactions — official statistics increas- 
ingly fail to reflect the true underlying 
strength of economies, some economists 
believe. Therefore, if ways cannot (and 
perhaps should not) be found to control all 
black-economy transactions, at least bet- 
ter means should be sought of measuring 


such transactions, they suggest: 

According to Alvin Toffler, futurologist 
and author of several books оп socio- 
economic development, three forms of 
black economy are now identifiable. As 
distinct from the “monetised and mea- 
sured” (official) economies, these are: a 
“monetised and unmeasured” (under- 
ground) economy, a “non-monetised and 
measured” (barter) economy and a “non- 
monetised and unmeasured” (under- 
ground barter) economy. Parts of all three 
may exist within the same country. 
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recently estimated black income іп 1980- 
81 at Rs 182.41 billion (which was more 
than 16% of the reported GNP). Two other 
academic economists, Poonam Gupta and 
Sanjeev Gupta, estimated the 1978-79 
black income at about half (49%) of the 
reported GNP, which means about a third 
of the total (reported as well as unre- 
ported) GNP. This does not seem plausi- 
ble, however, because sectors such as ag- 
riculture, defence and civil services, rail- 
ways, banking and insurance, and power 
generation, where black money has hardly 
any role, account for about 70% of the re- 
ported GNP. 

Other economists feel it would be rea- 
sonable to assume a lower-than-middle 
range of various estimates and that 10% of 
GNP is generated annually in the form of 
black money. It is even more difficult to 
estimate the total accumulated stock of 
black wealth. Some think it could be equal 
now to the reported annual GNP. 

The construction industry is believed to 
be the biggest haven for black money. 
Nowhere is the evidence of this more 
striking than in Bombay (population 8.2 
million), where land values have multi- 
plied 30 times in as many years. A typical 
property owner in Bombay will have 
bought the property 30 or 40 years ago or 
inherited it. When developers of high-rise 
buildings wish to buy land, owners of the 
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n^. 
existing structures are shocked at the cap - 
tal-gains tax liability if they disclose 
real value of the sale. So a large part ( 2 
cally 50%) of the transaction is in cash and — 
the recorded price low. As well as buying - 
out sitting tenants in cash, the developer - 
will usually have to pay bribes to get vari- - 
ous clearances. A 

He then goes on to buy (scarce) cement 
and steel on the black market. He has 
raise funds from the black money 
too, because in India the building industry 
does not have an institutionalised source 
of finance. Interest rates in the black - 
money market in Bombay are as high as 
48% a year. 

Black-money generation is also rapid in _ 
the consumer-durables industry. Turn- _ 
over is often under-reported by up to . 
50%. Excise duty thus evaded is the first - 
reservoir of black money. As a corollary, < 
sales are under-invoiced. On the expendi- - 
ture side, black money is generated | 
through inflated bills and padded payrolls. 
All raw-material bills are over-invoiced. - 
Bombay has a flourishing forged-bills - 
trade. Many big industrial houses have ай 
least one finance company through which _ 
black money is recycled in the form of fic- 
titious loans and deposits. R 

Black money is all-pervasive in the In- | 
dian film industry, the world’s second ` 
largest. Film stars usually expect their - 
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Fed up with the cost of London hotels? 


For less than half the price, two and three bedroom luxury 
service apartments at Draycott House with all the freedom 
and privacy of your home are the perfect alternative. 
Prices from £525 per week. For the executive travelling alone, 
studio apartments from £250 per week. Minimum let 22 days. 


Reservations: Miss Linda Coulthard, Draycott House, 
Draycott Avenue, London SW3 2SA. 
Telephone: 01-584 4659 Telex: 916266 
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Since 1915, Broken Hill 
Associated Smelters has 
been leading Australia in the 
export of lead, zinc and 
Silver. In fact, we operate the 
world's largest single lead 7 
smelter and refinery at Port E 
Pirie, South Australia. 


TN 


requirements. 

Our consistent, 
reliable supply of quality 4 
products have earned us 
a reputation which we 


will not compromise and 
others cannot match. 
Our size and strength 
enable usto field a team 
of sales and technical 
back-up people supported 
by B.H.A.S. agents 


“wa throughout Asia. We custom 


Much of our success Г 2—1 E — manufacture and supply 
we owe to Asia where we & i» lead, zinc and other metals 
have grown up with í according to specific 
industry and developed a customer requirements. 

. willingness to meet local В.Н.А.5. has been 


“ad around for a long time and 


F we'll still be supplying and 


RE serving Asia when others 


have come and gone. 
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INDONESIA 
Lead, Lead Alloys, Zinc 
Jakarta 
P. Т. Bitaragana 
JL. H.O.S. Cokroaminoto 82; Jakarta 
P.O. Box 261, Jakarto-Pusat 
Tel: 34 2797, 351514. Tix: 44348 Bita JKT 
Cable: 'Bitaragana; Jakarta 
INDIA 
Leod, Lead Alloys, Zinc 
Calcutta 


The British Metal Corporation (India) Private Ltd. 


22 Chittaranjan Avenue, Calcutta 700072 
G.P.O. Box 743, Calcuita 700 001 
Tel: 271313/4/5. Tlx: 7757 
Cable: ‘Brimetacor’ 
Bombay 


The British Metal Corporation (India) Private Ltd. 


Apeejay House, 1st Fl. Dinsha Wachha Road, 
Bombay 20-BR, Р.О. 11045, Bombay 400 020 
Tel: 221915, 221996. Tix: Bombay 2857 
Cable: 'Brimetaco; Bombay 
New Delhi 


The British Metal Corporation (India) Private Ltd. 


Flat No. D-64, 6th FI. Himalaya House, 
23 Kastruba Gandhi Marg, New Delhi-110001 
Tel: 40501, 46323, 46 283. Tix: 313187 
Cable: 'Brimetacor, New Delhi 


PAKISTAN 
Lead, Lead Alloys, Zinc 
Karachi 
The British Metal Corporation (Pakistan) Ltd. 
6th floor, 609 Qamar House, 
M.A. Jannah Road, Karachi-2, 
РО. Box 4910, Karachi 
Tel: 200223 
Cable: 'Brimetacor 
JAPAN 
Lead, Lead Alloys 
Mitsui & Co. Ltd; 
2-1 Ohtemachi 1-Chome, Chiyoda-Ku. Tokyo 
G.P.O. Box 882, Tokyo 100-91 
Tel: 285 3384. Tix: J 22253 
Coble: 'Mitsui; Tokyo 
TAIWAN 
Lead, Lead Alloys, Zinc 
United Metals Enterprise Co. Ltd. 
11th floor, 370 Section 1, 
Fu Hsing South Road, Taipei, Toiwan. 
Р.О. Box 24-485, Taipei 
Tel: 7033161. Tix: 22141 
Cable: 'Unimetol' 


BANGLADESH 
Lead, Lead Alloys, Zinc 
Trade Intercontinental 
14-15 Motijheel Commercial Area 
Ispahani Building 3rd Floor 
G.P.O. Box 524 Ramna 
BHAKA, Bangladesh 
Tel: 232120. Tix: 65675 
KOREA 
Lead, Lead Alloys, Zinc 
New Korea Metals & Commodities Corporation 
10th floor, Life Building, 
1-1042 Yoido Dong, Seoul, 150, Korea. 
Tel: 7827423, 782 7543. TIx: 23601 
Cable: ‘Metals’ 


(FAR EASTERN ECONOMIC REVIEW e NOVEMBER 10, 1983 











cers borrow on the 
black money market and successful medi- 
cal practitioners in Bombay are also 
among the financiers, according to local 
tax lawyer Н. Р. Ranina. To repay the 
black-money loan, the producer needs 
black money. In collusion with the dis- 
tributors and exhibitors, tickets are “cor- 
nered" to create an artificial scarcity, thus 
forcing up prices. 


any Indian economists question the 

theory that India's black economy is 
more efficientthan the official economy in 
getting things done. (Administrative and 
political corruption is defended on the basis 
of this premise.) To the extent the smug- 
gler makes consumer goods available to 
the public he might be efficient, but he de- 
prives the state of revenue and distorts its 
socio-economic priorities, these critics 
argue. 

Large reservoirs of black liquidity (the 
result of past streams of black incomes) 
can be deployed at short notice to frus- 
trate the government's monetary and 
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price policies. Curbs on bank credit and 
on money supply as price control or anti- 
inflationary measures have little impact 
because, at the slightest sign of a supply 
gap for a vital commodity (such as cooking 
oil or sugar), the speculator uses black 
money to corner stocks. Black-money in- 
vestments bring huge returns compared 
with earnings from legitimate economic 
activity, so there is a premium on black 
operations. Besides causing loss of re- 
venue to the exchequer, black incomes ac- 
centuate the inequalities of the tax bur- 
den. Although black money originates in 
tax evasion, its pernicious effect lies in the 
black money it further generates. Loss to 
the government in direct taxes is esti- 
mated at Rs 20-50 billion a year. For com- 
parison, this is well in excess of the gov- 
ernment's budget gap in some years. Indi- 
rect taxes evaded also constitute a good 
part of black incomes. 

The Indian Government's standard re- 
sponse has been to deny that the black 
economy is as large as it is made out to be. 
Official actions have included administra- 
tive and "policing" measures (such as 
tighter laws, better enforcement of these 
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Poll-watching, New Delhi: campaigns rely on black money. 
















ments). Demonetisation of hig! 
nation currency has been tried wit oul 
much success. E 

There have been schemes for "volun- - 
tary disclosure," under which black 
money brought into books attracts a lower 
than normal tax rate and entails no penal - 
action for previous concealment. The - 
latest was a special bearer-bond scheme _ 
(1981) under which 10-year bonds which | 
fetch low interest could be bought with a 
queStions asked about the source of in- | 
come. All these schemes have been of lit- _ 
tle consequence, however, because the _ 
volume of black money and the rangd o 
its operations have grown. 

There is a fundamental reason why this 4 
should be so. Black-money operations de- _ 
rive much of their clout from their cosy - 
mutuality with politicians. India's elec- _ 
toral system calls forth the generation of _ 
black money on a large scale. An average ` 
electoral district (constituency) in India's. 
parliament comprises some 500 000 
voters. The ceiling on a candidate's elec- — 
toral spending is Rs 35.000, which would — 



























not even finance mailing a post card to - 
each of the voters spread over a vast area. _ 
A serious candidate has to spend 10-20 _ 
times this amount to campaign effectively. | 
So, almost all serious candidates violate | 
the law. E 
What is spent has to be raised ade, E. 
contributions from industry or trade. E. 
Since company donations to political par- -. 
ties are illegal, the whole operation has ~ 
been driven underground. Donations - 
which cannot be recorded have to be paid — 
in black money and, therefore, have to be 4 


earned in black money. Any ruling party 
looks to black money to oil the party 
machine and to fight election rivals. 

To be able to enlarge their own share of — 
black money, those who earn it һауе tobe — | 
prepared to part with some of it to politi- 
cians. Both have a common vested in- 
terest in a complicated system of licensing 
regulations and controls. Whether it be a 
question of a franchise to distribute vital 
commodities, a licence to import equip- — — 
ment, or permission to set up a factory, all — 
have a "rent" element іп а situation of per- _ 1 
petual imbalance between supply and de- E 
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Mahathir; Fijian sugar-loading facility: looking even further east. 


An eye on the islands 


A Malaysian sogo shosha-type group aims to boost investment 
in — and trade with — the nations of the South Pacific 


By James Clad 


Kuala Lumpur: Under the administration 
of Prime Minister Datuk Seri Mahathir 
Mohamad, Malaysia has developed closer 
economic relations with Northeast Asian 
countries — a development both explain- 
ed and prompted by the so-called Look 
East policy. In the past few months, how- 
ever, Kuala Lumpur has looked even 
further east: to the South Pacific island 
states, many of them not much larger than 
a Malay kampung, or village. 

Mahathir's interest in creating a Malay- 
sian presence in the South Pacific results 
in part from his continuing opposition to 
world trading inequities which he sees 
working with particular severity against 
diminutive ex-colonial countries with 
modest resources — a description that fits 
nearly all Pacific island territories which 
have gained independence in the past 20 
years. 

Malaysian/South Pacific cooperation 
has grown quickly. Mahathir first visited 
the South Pacific in June and again in Oc- 
tober 1982; what he saw convinced him 
that Malaysia should put some of its 
"South-South" cooperation rhetoric into 
practice. Since then, Fiji, the Solomon Is- 
lands, Papua New Guinea, Tonga and 
Samoa 


have received a succession of | 





Malaysian public- and private-sector visi- | 


tors looking into investment, trade- 
promotion or technical-assistance pos- 
sibilities. 

A senior source within one of the 
Malaysian ministries responsible for cul- 
tivating ties with South Pacific nations de- 
scribed these "mini-states" as "small 
enough and having a background similar 
enough to Malaysia's [that is, a legacy of 
British-style administration and planta- 
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tion economies] to enable commercial 
links to be forged." 

In an interview, Deputy Trade and In- 
dustry Minister Oo Gin Sun told the 
REVIEW Malaysia's opening to the Pacific 
should be seen in the context of a wider 
policy of encouraging Malaysian trading 
houses to go into non-traditional markets 
to sell non-traditional exports. This drive, 
with the backing of “our prime minister, 
who prefers to go to places that may have 
been overlooked by major capital-export- 
ing countries," underpins Malaysia's new 
interest in the South Pacific. These ties 
also create new forms of “neighbourli- 
ness" that cut across older trading ties 
inherited from the colonial era, said Oo. It 
is only government-spending restraints, 
he said, that prevent even more effort 
going into cultivating this and other non- 
traditional areas. 


О; dismissed a reaction in some quarters 
here that investing in Pacific island 
plantations may actually cut across Malay- 
sian interests: this argument stresses the 
free entry enjoyed by Lomé Convention 
signatories of most of their plantation pro- 
ducts into the European Economic Com- 
munity — an advantage Fiji and Papua 
New Guinea enjoy but Malaysia does not. 
But Oo said the plantation sector in most 
Pacific islands is so underdeveloped as to 
be unable to challenge Malaysia’s position 
for an indefinite time. “In the meantime, 
we all gain from developing profitable in- 
dustries with Malaysian expertise,” he 
said. 

Oo, whose area of ministerial responsi- 
bility includes shipping matters, noted 
that serious transport problems will im- 











pede any long-term trade growth between 
Malaysia and the Pacific islands. “If trade 
is to expand we must do something about 
cargo consolidation and improved back- 
loading,” he said. Malaysia currently is 
seeking to reduce dependence on confer- 
ence shipping lines, even examining a pos- 
sibility that Taiwan or other non-confer- 
ence shippers could be encouraged to 
carry more Malaysian cargo, especially 
non-traditional exports such as processed 
foods or manufactured goods. 

The primary thrust to this new dimen- 
sion in Malaysia's economic relations lies 
in private-sector plans to invest several 
million dollars in plantation-crop develop- 
ment in some of the larger Pacific states — 
particularly Papua New Guinea, the Sol- 
omon Islands and Fiji. The cutting edge in 
this drive comes from a newly created 
trading and investment house, the Malay- 
sian Overseas Investment Corp. (MOIC). 
The corporation, which began operation 
in April, has an authorised capital of 
M$100 million (US$43 million) of which 
MSS million is fully paid up. 

MOIC's board has approved detailed 
South Pacific investment investigations by 
several of the corporation's 10 sharehold- 
ers — each of them a major firm conver- 
sant in various aspects of Malaysian busi- 
ness. Among the most prominent MOIC 
shareholders are the Guthrie group, the 
Kuok brothers, Malayan United Indus- 
tries (MUI), Multi-Purpose Holdings 
(MPH — the trading arm of the Malaysian 
Chinese Association) and Sime Darby- 
Pernas. Each shareholder owns 10% of 
MOIC. 

MOIC is the latest corporate embodi- 
ment of Mahathir's policy of encouraging 
the creation of indigenously Malaysian 
sogo shosha (Japanese-style trading 
houses). The government expects MOIC 
to act as sales-and-purchasing coordinator 
for bilateral counter-trade and to seek 
new export markets for Malaysian pro- 
ducts. The older export-import houses of 
colonial ancestry cannot or will not, the 
government believes, effectively promote 
non-commodity exports from Malaysia. 

MOIC's move into the South Pacific 
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tion’s operational divisions — its indus- 
trialand investment group and its trading 
group — mirror the product and market- 
ing preferences of its shareholders. In 
seeking о develop a South Pacific 
portfolio, Sime Darby-Pernas and the 
Guthrie group in particular have well-es- 
tablished plantation interests while the 
Kuok: brothers have a hotel chain, flour- 
processing plants and sugar-refining 
facilities inthe South Pacific. 

It is the Guthrie group, however, which 
figures most prominently in MOIC's ini- 
tial approaches to the South Pacific. A 
three-man Guthrie investment mission 
went to Fiji, the Solomon Islands, Papua 
New Guinea and Samoa in May to look 
into opportunities for joint-venture plan- 
tations enterprises. If the conclusions 
from the visit receive endorsement by the 
MOIC board, the REVIEW understands 
the go-ahead will be given to a venture in 
Papua New Guinea. A positive decision 
will enhance goodwill expected to be gen- 
erated by the planned visit of Papua New 
Guinea Prime Minister Michael Somare 
this month. 

Plantation investment in Fiji has be- 
come less attractive since the mission's 
visit, however — the country's prospects 
seem increasingly gloomy over the next 
two years, a result of severe cyclone and 
drought damage to the vital sugar crop. 





































to discourage a decision to invest in Fijia 


Plantations especially now that Fiji's Cen- 
tral Monetary Authority реа. in Oc- 


tober that the country’s gross domestic 
product may fall in 1984 by as much as 6 

The REVIEW understands that MOIC's 
plans for Fiji, despite positive views on 
both sides, "are still in their infancy." 
More likely, perhaps, than immediate 
plantation: investment is MOIC's search 
for a suitable site on which to build a 
multi-storey Malaysia House in Fiji's capi- 
tal, Suva, the island's largest city. The 
building. would house MOIC's South 
Pacific regional office and also would 
lease office and retail space. 





ahathir's interest in the South Pacific 
has given à boost to earlier efforts to in- 
crease Malaysia's exposure among these 
widely scattered islands. The establish- 
ment by Malaysia of new diplomatic posts 
in Port Moresby (which also is cross-accre- 
dited to the Solomon Isl ands) and in Suva 
(cross-accredited: to Samoa and Nauru) 
also has given Kuala Lumpur more promi- 
nence. In short, the political develop- 
ments favour MOIC's investment hunt, û 
do increasing visits by Pacific island minis- 
ters and bureaucrats to Kuala Lumpur. 
In 1982, Papua New Guinea's Central 
Province premier, Fiji's deputy broad- 
casting chairman and the Solomon 15- 
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economic forecast is thought most likely 











„Administration, an agency se 






pital; this year 
Economie Development rd 
Tonga's chief secretary (ampffice 
lent to prime minister in that Poly 
kingdom) visited Malaysia during the 
three months. 

The most tangible sign of. Mala 
South Pacific connection is foun 
creasing number of training а 
to Pacific islanders. Over th 
jians, Papua New Guineans, 
landers and even trainees from ase 
erning New Zealand dependen 
Cook Islands, have received instru 
Malaysia's National Institute о 






ago to upgrade Malaysia's public e 
ees on a rotational basis using t 
systems that won praise in the 
Bank's draft 1983 World Deve 
Report. 
Although the details of MOIC 
sals remain privileged, the. 
understands that it may begin 
and banking operations in Fiji, using 
and MPH expertise. This initiative: 
tedly has caused some co 
among long-established branch 
Australian and New Zealand, b 
Suva. After the first flush of en 
however, implementation of inve: 
ideas may proceed at a slower pac 
politicians might wish. i 
The Pacific islands in general. 
products that Malaysia either prodi 







or services and light manufac- 
ds 10 Pacific states, according to 
y Foreign Minister Kadir Sheikh 





Aalaysia’s initiatives in the South 
can be regarded merely as the most 
ous to date in that region by an 
san country, not as the only ones. At 
сепа of July, Indonesia's Foreign 
nister Mochtar Kusumaatmadja began 
-week tour of the Solomon Islands, 
Samoa and New Zealand. Although 


October ses- 
sion of tlie United Nations General As- 
sembly, it is understood that some of the 
countries visited expressed’ interest in 
technical-cooperation projects with In- 
donesia. 

Wellington and Canberra generally 


in the South Pacific, particularly the com- 
mercial thrust of the Malaysian approach. 
Beyond particular indications of interest 
by Malaysia or Indonesia in the affairs of 








sland republic’s economy seems to 
isplaying better-than-expected re- 
Gross domestic product growth 
second quarter strengthened to 
up one percentage point over the 
uarter, 


ear.to.6.595, a sharp rise from the 
'dicted in Prime Minister Lee Kuan 


k economists have set their yearly 
h forecasts even higher — at 
ne estimate — in line with the 
ern of a stronger second half, 
thering strength of the recovery 
d States. 
growth is to be achieved in 1983, 
: hat the industrial sector 
start pulling its weight in the 
‘half; since the two main growth 
ers thus far — construction and fi- 
al services -— will be hard-pressed to 
in the remarkable second-quarter 
th rates of 31% and 1776, respec- 
However, the manufacturing sec- 
st managed to slow its fall to just 
inthe second quarter, against 10,2% 
first three months. The construction 
ancial-services sectors, which to- 
counted for 70% of the second 
GDP growth, could lose some of 
eam during the second half of the 


ey move on to completion, the 
struction jobs which grew since 
ıilding boom days at the beginning of 
ecade are unlikely to be followed. 
rhment projects — accounting for 
of the new contracts awarded in the 
quarter — can take up some of the 
k, but the building trade's contribu- 
total GDP growth will probably 
hp before the onset of major construc- 
n Singapore's Mass Rapid. Transit 
ystem next year. 

hat slump will take its toll on the build- 
of bank assets, which was fuelled large- 
by construction loans as well as a sec- 
-quarter flurry of stóckmarket activity 
at has since subsided. 

But early indications are that industry 
ght be positioned to come to the rescue; 

















prompting government | 
asters to boost their growth target for | 


eful New Year message. Pri- | 


| despite what the slippage in manufactur- 
| ing's share in GDP might suggest. 

The index of industrial production 
showed its usual second-quarter rise after 
the seasonal New Year lull. But this year, 

| the rebound was at a healthy 9.496 — the 
| highest in at least five years except for the 
| second-quarter of the unprecedented 
| boom year of 1981. The index of indus- 
| trial production has come to be re- 
| garded as a bellwether of GDP fig- 
ures. 

Leading the second-quarter rise in in- 
dustrial production was the electronics in- | 
dustry, whose output jumped by 24% — 
half as steep again as the rise in the same 
1982 period. In the garments industry, the 
year-on-year output rise was 14%. These 
| upturns reflect an upward shift in Singa- 
pore's output mix to meet resurgent de- 
| mand as the US recovery gathers momen- 
| tum. 
| 





eanwhile, the petroleum-products in- 
dustry, despite glut conditions world- 
wide and a falloff ur Asean business as 
neighbouring countries develop their own 
refining capacity, managed to record a 6. 1% 
rise in output during. the second quarter. 
"We've picked up some small jobs for in- 
dependents to offset the shortfall in our 
more traditional business," reported one 
oil-company economist. But he added: 
"We are not too clear about where the 
product is going or how long this sort of 
business can be counted on." 











Industrial Production Movements 
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welcome increased Asean country interest | 
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ountries, from 











seemed peripheral to Malaysia's interests 
even 10 years ago such as Bangladesh, 
West Asia (no individual country yet iden- 
tified), the Philippines and Sri Lanka. By 
the end of 1985, MOIC also will open of- 
fices in the United States, Japan, the 
EEC, Indonesia and Singapore. ü 






Depressed oil prices and Indonesia's 
currency devaluation show up more 
clearly in the figures for the transport- 
equipment and oil-rig industry, where sec- 
ond-quarter production rose by just 1.2%. 
However, this marks"the end of six 
straight quarters of decline, In the same 
1982 period, the industry's output plunged 
by 8%. 

Export figures in Singapore's trade-dri- 
ven economy reflect the production 
trends: the republic has firmly hitched its 
fortunes to the ascendant US star, boost- 
ing its manufactured output for the Ame- 
rican market while holding the line on 
petroleum-related industries. Goods sold 
to the US accounted for 17.9% of Singa- 
pore's total exports against 12.8% a year 
earlier. 

At the same time, sales to Japan 
and the European Economic Community 
slipped to 8.2% and 8.9% of total exports, 
respectively. Exports to neighbouring 
Malaysia held at about 18% of the total. 
Overall export growth, at 11.3%, out- 
paced the 7.6% rise in imports to make for 
à quarterly improvement of S$100 million 
(US$47 million) in the trade. deficit, to 
$$3.6 billion. 

Export patterns mirrored the Singapore 
dollar's exchange-rate movements over 
the period: marginal depreciation against 
the US dollar, appreciation vis-à-vis the 
yen and most EEC currencies and a fairly 
constant rate against the Malaysian dollar. 
The strong Singapore dollar has kept in- 














































| flation firmly offshore in a country where 


most consumables and raw materials must 
be imported. Consumer prices rose by just 
1.4%. over the second quarter, while 
further declines were presaged by a 4.296 
quarterly drop in wholesale prices. 

' Productivity — a buzzword in the gov- 
ernment's frequent hortatory campaigns 
— showed a sharp improvement in the 
second quarter, from 9% to 13.9%, by the 
official yardstick of value-added divided 
by workforce. But this reflected more a 
transitory slump in employment than any 
increase in output as industrialists, doubt- 
ful of the sustainability of the recovery, 
laid off workers last spring. Since then, 
registrants at government employment of- 
fices have decreased and manufacturers 


„пом report difficulties in finding sufficient 
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16 and si 


counting... 


That is the number of countries 
who, to date, have ordered 
Philips 140Mbit/s transmission 
systems for coaxial cable. They 
serve as high capacity telephone 
trunk routes or high-speed data 
routes—as in the USA. There the 
system, 3725km in length, is the 
longest high capacity digital 
transmission route in the world. 
Why Philips 140Mbit/s? Consider 
these technical features. 
Exceptionally small underground 
repeaters have low power 
consumption. High reliability 
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ke 


monolithic and hybrid integrated 


circuits ensure extremely low 
failure rates. Modular design 
provides flexibility and economy. 
Specially developed 4B-3T type 
line code reduces the line 
signalling frequency ensuring 
rapid, accurate block 
synchronisation, in-service 
monitoring of the error rate at 
every regenerator and a greater 
noise margin for the regenerator. 
These are just a few of the 
features why Algeria, Austria, 
Belgium, Denmark, Eire, Finland, 
India, Italy, Lebanon, The 
Netherlands, Norway, Saudi 
Arabia, Switzerland, United Arab 
Emirates, the United Kingdom 
and the USA all chose the Philips 
140Mbit/s line system 

We do, of course, produce a 
whole range of digital 


*659 


transmission line م‎ 
conforming to the CCITT digital 
hierarchy. Our new 565Mbit/s 
system incorporates many of the 
features successfully employed 
in our 140Mbit/s system. And we 
expect this new system to receive 
similar market approval: the 
Swiss PTT have already 

ordered it. 

Whether it's a 140Mbit/s, a 

565 Mbit/s or any of our other line 
systems that you want, they all 
offer a degree of sophistication 
and reliability that is second to 
none. 

Check with our customers. 


Contact Philips for more 
information. Today. 


Philips’ Telecommunicatie Industrie B.V 

PO Box 32, 1200 JD Hilversum 

The Netherlands 

Telephone (int) + 31.35.899111 Telex 43712 
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In the world of 
international banking, 
our name 

makes a difference. 


For over one hundred years, the name 
American Express has meant excellence in 
personal service. С 

Today, with the added strength of affil- 
iated Trade Development Banks, American 
Express Bank continues this tradition of 
excellence. We offer an unparalleled array 
of financial services, through our offices in. 
Switzerland and around the world. 

For the demanding individual and 
enterprise, we provide virtually every 
banking service you'll ever need. 

Аз ап American Express company, we 
offer a broad spectrum of personal and ` 
investment services no other bank can 
match. E 
We are uniquely qualified to assist you 
with everything from asset management 
and securities transfers to international Gold. 
Card? privileges. 

Through our far-reaching global net- 
work, our services are available not only in 
the major financial centers, but through 85 
Offices in 38 countries as well. 

American Express Bank. Our name 
really does make a world of difference. 
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The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 
Discussed and analysed with intense 
interest all over the world, it is still only barely 
understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

But even these powerful individuals 
need to be fully informed 
about fast-breaking 
developments taking place 
all around them. 

: How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korea? 

. How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 
Like thousands of others, they depend on 
the Review. 

` Тһе Far Eastern Economic Review is the 
most important channel of information for 
Asia, about Asia. It is required reading for the 
elite in every nation of the Far East, because it 
is literally the only source of information they 
. can rely on week after week. 

о As а result, the Review reaches the 

_ highest levels of business, financial and 

.. government life. And it hardly touches anyone 
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who contro 


Talk to them through 
“the Review.” 
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people 
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below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. » 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 


services. They know that in the Review their 


messages are well received throughout the 

region by the most influential group of 

leaders in business, finance and government. 
The people who control Asia's growth. 
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For Advertisers who take Asia seriously 





96% of Review subscribers are in business, the professions or government. 


61% of those in business are presidents, chairmen or board directors. 
82% of those in government are in senior posts. 
68% of Review subscribers have household incomes over US$30,000 


(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles HT available on request, 


For further information, please contact 
The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Вох 160, Hong Kong. Tel: 5-734301; Telex: 62497 
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your insurance or ganization has to be. 


År. We have 250 offices 
and more than 6,000 people 
ready to serve you in every part 
of the world. 

Including yours. 

We all know the world isn’t 
getting any smaller. But the 
world of business certainly is, 
every day. That is due, in a very 
significant way, to the fact that 
most international borders no 
longer act as boundaries to 
business. 

Because of that, it is critical 
for your business to have an 
insurance organization that 
knows the local laws and reg- 
ulations of each country you 
operate in. And, just as impor- 
tant, you need an insurance 











organization that has the re- 
sources and capabilities to man- 
age your wide-ranging needs. 


Is that too much to ask for? 


Does finding one insurance or- 
ganization that’s local all over 
the world sound impossible to 
you? 

There is one. 

AFIA. 

In fact, you may already be 
doing business with us. In the 
U.S. and some other countries 
we are known as AFIA, but in 
many countries around the 
world we are known by the 


name of one of our affiliates or 


member companies—Aetna, 
The American, Fireman’s Fund, 





The Hartford, The Home, 
Monarch and St.Paul Fire and 
Marine insurance companies to 
name but a few. 


At AFIA, we feel at home 
all over the world. 


That's because we are at home. 
all over the world. 90% of our 
6,000 people are local nation- 
als, so they know the idio- 
syncrasies, the nuances, the 
customs and the laws which 
govern the way business is done 
in each of their countries. Апа > 
because they know where the 
pitfalls are, their knowledge 
and expertise can make a big 
difference for you. 

It's this combination of local 
expertise and AFIA's enormous 
worldwide resources which can 
make AFIA such an invaluable 
asset to your company. In every 
area of service and for every 
kind of insurance AFIA’s world- 
wide network is there to assist 
you, to be your eyes and ears, to 
give you representation wher- 
ever in the world you are. 

And that doesn't just mean 
correspondence from the near- 
est AFIA office. That means AFIA 
people on the spot, to help you 
in every way they can. 

So, when it comes to protect- 
ing your business anywhere in 
the world, you should consider 
an insurance organization that 
is at home all over the world. 


AFIA 


WORLDWIDE INSURANCE 


Insuring the world 
since 1918. 





For more information on how AFIA can be of 


service, please write to Bowdre P. Mays, Vice President, 


AFIA Worldwide Insurance, 110 William St, 
New York, NY 10038. Telex No. 423929. n 





THE STATE OF BAHRAIN 


U5$300,000,000 





іі capital markets demand 
new strengths їп syndicated тапсиц. 


GKBcyrovides them. 


Since the foundation of GIB, the Bank top 30 banks engaged in this market 
has been evolving rapidly as a leader demonstrating the ability to meet the 
in many fields of international banking – growing challenge of providing medium- 
one of the most significant being that term finance in an evolving world. 
of syndicated lending. This is just one of the comprehensive 
In the years 1981 and 1982, GIB lead range of commercial and merchant 
managed or co-managed syndications banking services through which GIB 
totalling US$37 billion, fora list of clients EE provides solutions - whatever the 
that -quite literally- spanned the world. — problem. 
Today, GIB consistently appears in the Gulf International Bank asc Plant and production line photographs: SIDALM, Italy 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrair 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


GIB- The International Bank of the Seven Gulf States 



















e CURRENCY investment for Every- 
man recently became the rage in Hong- 
kong through street sales of US dollars. 
+ With the launch of managed. currency 
funds by merchant banks N. M. 
; Rothschild: and Grindlays Asia the ac- 
; tivity. promises to be a little less informal. 
Both claim the timing was fortuitous — 
applications had pee in the pipeline for 
ti | 













. of the Hongkong dollar. 
the Hongkong currency has. 


ion's most stable, perhaps that i isa 
Ж judicious line to take. Even so, the at- 
tractions of currency investment remain. 
Rothschild’s fund — Old Court Inter- 
national Reserves (OCIRL) — is not so 
much a managed fund as a series of 11 
leading currency. modules (each of 
which has its own separate fund) and 
in each or апу of which investors can 
take shares. The minimum invest- 
ment is almost absurdly small, de- 
pending. on the fund chosen — 
US$30, for instance, in the US cur- 
rency fund — and switching between 
funds can be done at no extra cost. 
OCIRL invests primarily in Euro- 
currency deposits with a maximum 
| maturity of 12 months, though with 
|. the yield curve the way it is at present 
мегу positive — the average matu- 
|. tity of deposits is only 15 days. 
` The attraction is that OCIRL 
shareholders qualify for inter-bank 
and wholesale foreign-exchange 
market rates available only on sums 
of around US$25,000 апа above. 
Returns, including automatically 
reinvested: gains, consequently ap- 
pear to be a good deal more attrac- 
‘tive than on retail Eurocurrency ог 
. bank time deposits. The gross rate of 
return on the discretionary (mixed) 
fund since inception on August 1, 
1980. is 67.7% compared with a 
44.3% return on one-month Euro- 
deposits over that period, and the US 
dollar fund has yielded 76.3% since Feb- 
ruary 22, 1981, compared with 37.7% on 
straight Eurodeposits. OCIRL charges 
an annual 0.75% management fee on 
each of the currency funds and an extra 
0.5% for managing on. a discretionary 
basis, when the minimum investment 
rises to around HK$1 million 
(US$128,000). 

The Grindlay Henderson Interna- 
tional Currency Fund does not offer in- 
dividual modules but through shares in 
the fund — minimum subscription is 100 
shares, currently worth around £1,000 

.US$1,494) — investors have the choice 
ofa single currency or a managed 
portfolio. A front-end fee of up to 5% of 
subscription is charged and there are dis- 









| presidential cukong — or merchant 








Everyman i in the hot- -money market 


tribution or accumulation funds. The 
shares are quoted at net asset value in 
London. Both funds — Rothschild’s 
totalling US$1 billion and the newer 
Grindlay Henderson fund totalling some 
£6 million — have been available from 
Guernsey.and Jersey for some time, but 
registration with the local Securities 
Commission will make them more read- 
ily available in Hongkong. 

€ WHEN the so-called Liem Investors 
in Indonesia (led by entrepreneur and 


— Liem Sioe Liong) launched the 
First Pacific group of companies on the 
Hongkong stockmarket in 1982, the at- 


traction to investors was the thought of 
achieving a way into Liem's manifold in- 
dustrial and financial interests in In- 








Liem: wheeling and dealing. 


donesia. Unfortunately, that simple aim 
has been rather obscured by a sub- 
sequent welter of wheeling and dealing 
among First Pacific interests having only 
a tenuous connection with the region, let 
alone Indonesia, and by the fact that 
there are now no fewer than three sepa- 
rate First Pacific group companies 
quoted in Hongkong. The latest bit of 
inter-gróup asset shuffling is unlikely to 
enhance the picture. 

First Pacific International — one of | 
the three listed companies and the one 
which holds a majority stake in the 
Dutch trading company, Hagemeyer — 
is acquiring First Pacific Securities 
(Holdings) from the Liem Investors for 
HK$10 million. (by way of cash and 
shares): or slightly under net asset value. 













| with Sir Yue-kong Pao's shipping group 








This is supposed to mark the transfer of 
the securities-dealing operations (wh 
embrace activities in the United St 
and Australia as well as Hongkong) fr 
the private to the public arms of 
Liem empire upon "maturity and p 
fitability." The trouble is that the : 
urities arms, having been establi 
only in the past year, hardly have 
and strong track record yet. $ 
could raise further doubts inthe m 
international investors already : 
what bemused by the complex seri 
rights and scrip issues within the 
First Pacific companies, not to. me 
the breathless pace at which the р 
has been expanding and taking on n 
people. First Pacific badly needs 
period of consolidation — and evide 
of the development of some of th 
basic Indonesian assets (R 
Apr. 7). 
€ ONE year ago the КЕМІ 
printed a table circulated in-ho 
by Hongkong's largest stockbro! 
Sun Hung Kai Securities, unde 
headline Feeling the strain. 
tended only for clients, the 
listed the lofty gearing ratios 
companies which Sun Hung 
analysts felt to be most threa 
by the crunch in property уа 
Publication of the table ca 
great deal of embarrassment i 
upper echelons of the bro 
house as big names in Hongkong 
not like to be seen publicly rübbis 
ing each other, whatever might до ‹ 
behind the scenes. Also, the Su 
Hung Kai empire of founder Fi 
King-hey had its own property pr 
lem area in the form of Sun. 
Fung. 
Still, Shroff feels congratata 0 
are now in order for a broking ho 
not always renowned for the qualit 
or independence of its analysi 
the six companies listed, Carri 
Eda are dead, Trafalgar Housing and 
Associated Hotels continue to survi 
only by the grace of their bankers an 
World Wide Properties— no connectio 






























































— is closely involved in the questionab 
dealings surrounding the troubled Hang 
Lung Bank (recently taken over by thi 
Hongkong Government). from which it 
appears to have been largely fundec 
The bank and property company had 
management and shareholding links. 
That leaves Wah Kwong of those six 
cited. 1t remains apparently unscathed, 
though a glance at its property portfolio © 
is hardly reassuring. But continued sur- 
vival there seems likely because of the 
resources of the controlling Chao fà 
better known for their shipping empire 
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by Michael Specter 

ngkong: Despite strong growth in 
stic exports, the textiles industry — 
tionally the foundation of Hong- 


ous obstacles to its health and stability. 
creasingly restrictive trade agreements 
ith Western nations and growing chal- 
nges to the lower end of the market from 
developing countries, which can 


e forced Hongkong to move rapidly to- 
making higher-quality products. 

he past this has been viewed by most 
anufacturers as a positive and natural 


arts has increased dramatically since 
O when cotton shirts, for example, cost 

verage HK$4.80 (61 US cents). Ву 
2 that figure had grown 381% to 
$23.10. But, as fears about the stabil- 
of the Hongkong dollar and political 
'Ttainty over the territory's future per- 
he investment necessary to infuse 
dustry with sufficient capital to re- 
competitive has sagged. 


Shim Jae Hoon 

jul: The South Korean Government is 
ast trying to do something about the 
untry's scandal-ridden banking indus- 
Within three weeks of his appoint- 
t; Finance Minister Kim Mahn Je has 
aced the governor of the central bank, 
е Bank of Korea, and dismissed the pre- 
dents of three state-run banks and two 
or commercial banks. They have been 
ssed to assume responsibility for a re- 
nt spate of banking scandals. 

Кіт, a former head of the Korea Deve- 
pment Institute and also until his ap- 
intment president of the joint-venture 
r-Am Bank, has chosen retired 
eaucrats to fill the vacancies. In so 
oing, his chief aim appears to be to 
rengthen the controlling hand of bank 
esidents in managing the business and 
also to: pave the way for continued im- 
plementation of the planned reform of the 
country's financial system. "The reshuf- 
fle," said Kim, “was aimed at clearing the 
air after these scandals." He cited the 
_ Myongsong kerb-market affair (REVIEW, 
Sept. 8) involving the Commercial Bank 













produce items much more cheaply, | 


lution. The average value of clothing | 


kong's garments sector wants to move up-market, 
e quota system is making life difficult 


$ manufacturing economy — faces | 













In the manufacture of textiles, additions 
to fixed assets have been falling by an 
average of more than 12% each year since 
1979. The volume of textile production 
has fallen just as sharply: spinning produc- 
tion is down 35% from 1978 and weaving 
is down 13%. The situation is made worse 
by the widespread feeling that Hong- 
kong's quota system on clothing exports 
causes difficulty for smaller companies, 


even those with the imagination and flexi- | 


bility to move quickly with fashion trends. 
The Textiles Advisory Control Board 
recently completed its first review since 
1980 of the territory's complex system of 
export-quota regulations. The review re- 
commended only small changes, mostly 
tightening loopholes so that companies 
which persistently hold on to quota rights 
they do not use would be punished. The 
relatively cosmetic results prompted criti- 
cism that the status quo was being en- 
forced at a time when change was vital. 
"We make 5-6,000 dresses a month 
right now," said Diane Freis, a Hongkong 


Seoul's new brooms 


e heads of South Korea’s central bank and several commercial 
iks are replaced following a spate of financial scandals 


of Korea and the Yongdong Development 
Promotion Co.’s illicit use of Choheung 
Bank funds (REVIEW, Oct. 20). 

One short-term effect of the reshuffle 
will be to set up a new chain of command 
for Kim, who is familiar with many of the 
new appointees. Presumably they will be 
more responsive to his policy initiatives 
and also to the prevailing atmosphere 
within the Finance Ministry. This could 


| give retired bureaucrats-turned-bankers 


some confidence in rejecting loan requests 
from businesses with political connec- 
tions. | 

The. reshuffle of top management in- 
cluded the replacement of the superinten- 
dent of the Office of Banking Supervision 
and Examination (OBSE), the govern- 
ment’s watchdog agency, reflecting the 
government's resolve to monitor banking 
business closely in future, in the hope of 
preventing further financial scandals and 
frauds, 

Replacing Hah Yeung Ki as governor of 
the central bank is Choi Chang Nak, a 
former vice-minister of Commerce and In- 


"uncertainty 








"we are just silting on ten 

terhooks." "X 
Critics say, that the control system's 
major’ flaws have not been. corrected. 
Large established companies still receive. 
the lion’s share of government quotas, 
while smaller firms must struggle to pur- 
chase the rights to export their goods. Al- 
though companies routinely transfer their 
quotas, there has been an increase in the 
share of quota-holders’ allocations from 
the total restrained limit — from 84.5% in 
1982 to 87.9% this year. 

Because Hongkong's system is derived 
from the notion that manufacturers and 
exporters should be given quotas based on 
their past export performance, companies 
that have a proven record stand a much 
greater chance of receiving a large export 
allotment. This means that the more es- 
tablished corporations have a much easier 
time than the newer ones with planning. 
The government, and many of the older 
and larger exporters, say that this system 
is necessary in order to preserve enough 
certainty in the industry to make invest- 
ment worthwhile. 

“I agree the quota should go to the ones 
who need it," said an executive of a major 
Hongkong textiles company. "But we need 
to know we can count on something here, 
or else why bother to invest HK$5 mil- 


dustry and vice-minister of the Economic 
Planning Board. Choi was governor of the 
state-run Korea Development Bank, an 
agency charged with financing major 
heavy-industry policy projects. Chung 
Choon Taik, the OBSE superintendent, 
has taken over the Korea Development 
Bank. He was formerly president of the 
Korea Foreign Exchange Bank and a re- 
tired Fiance Ministry bureaucrat. 

The government has also prevailed on 
both Choheung Bank and Hanil Bank to 
replace their presidents, Hanil has not 
been involved in any financial controversy 
lately but its president, Ahn Yong Mo, has 
resigned for "personal reasons." Ahn's 
post is expected to be filled by Lee Sok Ju, 
Hanil's vice-president. At Choheung 
Bank, Song Ki Tae, the current vice-presi- 
dent, is expected to take over as president, 
replacing Lee Hon Sung, now in jail fol- 
lowing his arrest on bribery charges 
(REVIEW, Oct. 27). 


Ti government has shown a strong 
hand in replacing these bankers, though 
Kim said it would not affect his commit- 
ment to modernising the country’s finan- 
cial institutions. The strategy of reform, 
with the ultimate objective of giving the 
private banks more say in running, their 
business, will receive more attention, he 
said. | vu 

One result of the latest reshuffle will be 
to give much more power to the OBSE. 




































ment or risk (sing its seemingly immova- 
ble hold оп the heart of the territory's 
manufacturing sector. Although clothing 
and textiles are still by far Hongkong's 
most dominant industries — last year ex- 
ports amounted to HK$33 billion (or 41% 
of total exports), and the industry pro- 
vided 42% of all local manufacturing em- 
ployment — there h 








from a decade: ag he en “exports were 
50% and emplojimen 









e restrictions imposed on it by other 
countries, but also of its own success at up- 
. -grading its products. To a large degree 

‘Hongkong has succeeded in taking over 
the American fashion label. While South 
Korea and Taiwan have only moved from 
making cheap goods to middle-range 
‘ones, Hongkong has made the jump to 
such brand-names as Ralph Lauren and 
Perry Ellis. 

The move towards specialisation has 
been dramatic. Six years ago few people 
here would have bothered to open a fac- 
tory with fewer than 600 machines; now, 






A eS Ea cte MEUSE тое AN AST 
as it did until recently. In due course, the 
ОВ$Е also is expected to be removed 

e from under the authority of the central 
bank, making it a completely independent 
entity to police financial institutions. 

"The pace of banking liberalisation is 
likely to remain slow, however. On re- 
form, the government to date has talked 
far more than it has acted. Indeed, the re- 
shuffle itself demonstrates how strongly 
the government here still intervenes in the 
banking industry. Hah, the outgoing cen- 
tral bank governor, for example, was 

` given only a few hours’ notice. 

Foreign bankers in Seoul generally wel- 
comed the new faces, but remained scepti- 
cal about how effectively and quickly they 
will push for institutional reform. Unless 
the government's role was drastically re- 
duced, they said, banks would continue to 
remain under official administrative gui- 
dance and control. And so long as the gov- 
ernment's role remained large, there was 
по way of reducing the chances of various 
banking irregularities recurring in the fu- 
ture. 

All bankers here agree that the mere 
fact of a change of leadership will not in 
itself bring about fundamental changes in 
the existing system. "It's the same old 
faces changing chairs," said one foreign 
banker. In his view, one of the govern- 
ment's highest priorities now is to restore 
public. confidence in the institutional 
banks in the wake of the latest scams. 
Perhaps that is the most that can be hoped 
for from the latest large-scale shake-up. 


| is true that japan transformed its indus- 













trial image from shoddy-goods maker to 
exemplar of excellence, it is also largely 
true that Japan has avoided the onerous 
trade restrictions that have now been im- | 
posed on Hongkong. 

And while Hongkong trade officials are 
praised for their aggressive negotiation of 


exports in the first, six months of 19 
compared to 40. 1% during the s 
period in 1982, but the increase was 
largely to big cutbacks by 
many of the most роршагса 
tiles and garment exporte 
peting for the right to shi 














rritory is a victim, not only of 








bilateral pacts — in contrast to some 
neighbouring countries which cannot 
match Hongkong's record of reliability — | 
the largest markets have still imposed in- 
creasingly tight restrictions. In the past 
year Hongkong has signed two extremely 

unfavourable agreements with its largest 


affluent countries that will all 
kong no growth in sales volum 
next four years. 

In ап economy. that has alwa 
on free trade, this fight fora 
market has.caused some man 
shift their operations to 





























AN EASY WAY TO INVEST IN 
AMERICAN SMALLER COMPANIES 


Which company to invest in, when to buy, when to sell; are 
questions which are very difficult for the private investor to _. 
answer with any certainty. We at РЕС can offer a very simple 
Solution — invest in the Britannia American Smaller Companies 
Dollar Fund, which specialises in emerging growth companies 
and aims for capital growth. The fund has an excellent past ` 
performance record indicated below and with lower 

US interest rates the future prospects are extremely good. 

































Performance Record 


Fromiasti2 months Frot 
From 18/10/83 . 





Britannia American Smaller Companies 


Dollar Fund + 48.72% 
Dow Jones Industrial Index * 24.4896 
Standard and Poors 500 Index + 24.6596 + 63.72%. 





Britanni ia American Smaller Companies Dollar Fund is only one of 
many investments available through Personal Financial 
Consultants, established in the Far East in 1975. 


Through close monitoring of a full range of unit trusts, PFC offers 
investment plans tailored to your financial needs. Come in to our ` 
office for a free consultation about your financial situation or mail : 
the coupon for further details: 








Mr W.H. Glover or Mr D.T. Wilkie 
Personal Financial Consultants, Ltd 
1301 World Trade Centre, Causeway Bay 
Hong Kong Tel: 5-7908448 









Please send details of PFC Services. 






Name: 
Address: 



























Phone: (Home) 
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Hongkong fashion: moving upmarket has snags. 





Indonesia, Sri Lanka and Bangladesh, 
that have no quota limitations. In addi- 
tion, the recent wild fluctuations of the 
Hongkong dollar, due mostly to political 
uncertainty, forced many businessmen 
who deal in both the US and Hongkong 
currencies to turn to simple faith and 
guesswork. Spinners and weavers who im- 
port in US dollars but must sell to gar- 
ment-makers in Hongkong dollars have 
been hit particularly hard. The recent de- 
cision to effectively peg the Hongkong 
dollar to the US currency has helped 
greatly. 

As the US and EEC climb out of their 
recessions, which should boost consump- 
tion and brighten prospects for the Hong- 
kong textiles industry, the trade restric- 
tions in place effectively limit what 
Hongkong can hope to attain from those 
markets. 

The current level of uncertainty in 
Hongkong shows few signs of abating, 
and for textiles manufacturers there are 
reasons to believe it will get worse. US 
President Ronald Reagan recently an- 
nounced that he will visit Peking in April 
1984. With protectionist forces expected 
to play a major role in the US presidential 
election later that year, and the US wish to 
accommodate Peking whenever possible, 
many experts here believe that China will 
need — and politically be able to obtain — 
a higher quota from the US. This, it is 
feared, would further cut into Hongkong's 
exports. 

But the most serious issue faced by 
Hongkong's textiles industry is: what will 
happen to the territory's quotas in 1997 if 
China assumes sovereignty? Most here 
agree that it would be a disaster for Hong- 
kong if it no longer had its quota system 
for textiles exports. "If they take away our 
quota they take away our means to make a 
living," said Lincoln Yung, director and 
manager of Nanyang Cotton Mill. *China 
can't do that to us. We'd be finished that 
day." а 
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Too much room atthe inn 


Over-optimistic arrivals forecasts and prestige building 
have led to a glut of hotel space in Thailand's capital 


By Paisal Sricharatchanya 
Bangkok: Thai hotels are going into an 
extended period of cut-throat competition 
— and most are likely to emerge losers. 
Spurred by the euphoria of a tourism 
boom in the mid- and late-1970s and 
overly optimistic forecasts that the boom 
would continue well into the 1980s, a 
string of first-class hotels opened in 
Bangkok recently. But the timing was un- 
fortunate. As the result of both domestic 
and external factors, tourist-arrival fig- 
ures are far lower than expected. The re- 
sultant picture is one of a massive hotel- 
space glut. 

Three hotels opened in late 1982 and 
five more followed suit this year. By the 
end of this year, when all the new hotels 
are fully operational, Bangkok will have 
16,500 rooms catering for visitors — up 
from about 13,000 at the end of 1980. 
More than half of this increase is ac- 
counted for by first-class properties. 

The ninth new hotel, with 800 rooms, is 
slated to open in early 1984, while the 700- 
room Shangri-La is targeted for comple- 
tion in 1986. Both are located on the banks 
of Bangkok's Chao Phraya river, boosting 
the total number of riverside hotels to 
four. 

With a 4.4% decline in the number of 
tourist arrivals during the first half of this 
year compared to the same 1982 period, 
the spate of openings has led to severe 
price-cutting. Industry sources told the 
REVIEW that most of the new hotels, as 
well as many of the older establishments, 
are offering discounts of up to 50% below 
quoted room tariffs. A new deluxe prop- 
erty is said to be offering this substantial 
price reduction through to the end of 1984 
in regional sales. Most analysts agree the 
new hotels will be operating at a loss for 
about three years before they can hope for 
a financial turnaround. 


The root cause of this building boom | 


can be traced back to a series of highly op- 
timistic forecasts for tourism growth made 
by the Tourism Authority of Thailand 
(TAT) and other regional tourism-related 
bodies. According to TAT statistics, the 
number of foreign visitors to Thailand 
rose by an average of 33% a year during 
1975-80. Most hotels were running at near 
capacity during this period and there were 
temporary room shortages during the 
peak tourist season (November-Feb- 
ruary). 

Based on these figures, the TAT pro- 
jected an 8.4% annual increase in tourist 
arrivals during the fifth plan (1982-86). 
According to these projections Bangkok 
would have needed 17,790 rooms by the 
end of 1982 and close to 22,000 rooms by 
1986. Earnings from tourism were to have 
risen from Baht 17.7 billion (US$772 mil- 





lion) in 1980 to Baht 49 billion in 1986, re- 
flecting an increase in the number of visi- 
tors from 1.86 million to 2.9 million over 
the same period. Tourism generated Baht 
23.8 billion last year to become the biggest 
foreign-exchange earner — ahead of rice. 

Subsequent encouragement by the 
Board of Investment (Bol) in 1980-81 set 
the hotel boom rolling. More than 20 ap- 
plications for Bol promotion, which ac- 
cords special tax privileges, were submit- 
ted, but only half were approved. A few 
projects failed to take off and had their 
promotional licences revoked, leaving 
those which already are operational plus 
the two that are yet to open. 

Aside from simple economic calcula- 
tions based on the inflated tourism-growth 
projections, it is understood that social- 
status considerations by wealthy Thai 
families also contributed to the construc- 
tion boom. “This is true not only in Thai- 
land — rich people elsewhere in the region 
also erect plush hotels as a kind of prestigi- 
ous family monument," commented a vet- 
eran hotelier. 

For instance, the Chirathiwat family, 
which runs the Central Department Store 
chain in Bangkok, is majority owner of the 


600-room Hyatt Central Plaza hotel, plus s 


a huge nearby shopping complex, while 
the Nai Lert family, which once ràn a 
major Bangkok bus company, and the 
Lamsam family, which owns the Thai 
Farmers Bank, hold sizable stakes in the 
Hilton and Bangkok Peninsula hotels re- 
spectively. А! are recently opened first- 
class properties. 


Ithough the 2.22 million tourists visit- 

ing Thailand last year represented a 
10% increase from 1981, most analysts 
agree the figure is deceptive. Increases in 
the number of visitors from North Ame- 
rica, Asia and the Pacific were offset by 
decreases from Europe, which translated 
into a largely unchanged position in the 
number. of long-haul overseas visitors. 
The aggregate 10% growth in 1982 was 
thus the outcome of a massive 26% in- 
crease from neighbouring countries 
(which took a 33% share of the combined 
total) — specifically, a 31% rise from 
Malaysia and 23% from Singapore. 

Since most of the visitors from Malaysia 
and Singapore tend to visit only southern 
Thailand — and their purchasing power is 
limited compared to long-haul tourists 
from Europe, North America and Japan 
— the aggregate tourism growth last year 
in effect generated little additional benefit 
to the Bangkok hotel sector. 

With the current room glut and price 
war, there is little doubt that Bangkok 
hotels in general will suffer reduced earn- 
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let Pretax Profit | ` 20.0 
Shareholders’ Funds: : 112.7 


Loans and Advances, Net of 
Provisions 1,180.0 


С Deposits and Borrowthgs | 1.03.9 . 
Total Assets | .  L6862 . 





Turnover of Money Market. E 
Negotiable Instruments ^ ` ‚ 8.485.6. 


» Arab- Маана. en amiet Bank Bérhad реа а lini 
Ist hod anii] it the first portant bank with a prese ce 


while йа ү се» кы company, Arab- Malaysian Credit Ве ' 
new branch office in Johor Bahru. 
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probably ‘with the exception of 
ingkong. While the global recession 
ver the past two years might have played 
part, there is a feeling that the tourism 
tagnation in Southeast Asia is largely due 
о the region over-pricing itself. 

“By worldwide standards, prices in this 
egion can still be regarded as reason- 
ble," said Dario Regazzoni, general 
anager of the new, Baht 800 million 
langkok Peninsula. “But leisure travel- 
ers [from the West] expect to get a good 
deal from the Far East — something which 
yas once possible but is no longer the 

























momentum for this region is lost. We will 
to. wait for the start of a new cycle, 
n things will pick up again.". 

any believe that the first-class hotels 
h have mushroomed recently. were 
ived with the wrong marketing stra- 
in mind. "There is nothing wrong 
having new hotels, but the problem is 
he type. of hotels they built," said 
rt Wachtveitl, veteran. general man- 
erof the renowned Oriental Hotel. “We 


Because of the higher prices, the | 





deluxe establishments." 

For three consecutive years, the Otien- 
tal has been ranked. as the. world's best 
hotel by the United States banking 
magazine, Institutional Investor. For a 


-Jong time, the hotel has enjoyed a virtual 


monopoly of the top end of the business 
and leisure market — until the Peninsula 
came on the scene earlier this year. How- 
ever, neutral observers believe the latter is 
facing a difficult task trying to beat the 
former's long-established reputation. — 
particularly in view of the present depre- 
ssed market. 


his situation is expected to continue for 

the next two years — with no recovery 
in sight until 1986 at the earliest. If and 
when the improvement does take place, it 
will come largely as the result of massive 
promotion efforts by tourism-related sec- 
tors in the region which are now under 
way. Bangkok-based hoteliers said Hong- 
kong, Singapore and Indonesia, among 
others, are going all-out in overseas- 
promotion drives to attract visitors. 


ry i A 

“tional convention ping 50% funded by 
“the TAT but to be run as a private organi- 
sation, is to be set up in early 1984 to 
promote Bangkok as a convention centré, 
But traditionally hamstrung by a limited 
government tourism-promotion budget, 
which is substantially lower than that of 
other countries in the region (competing 
for the same market), the success of this 
and other efforts is by no means assured. 

The thrust of the TAT promotion drive, 
generally endorsed by private-industry 
operators, will be concentrated on South- 
east and Northeast Asia, as well as Aus- 
tralia. Endorsing the move, one hotelier 
said: “It is unlikely that the European sec- 
tor will ever recover." 

Meanwhile, the Thai Hotels Associa- 
tion which includes most of the first- and 
second-class hotels throughout the coun- 
try, has been locked in a series of negotia- 
tions with the government to reduce elec- 
tricity rates, lower assorted food-and-bev- 
erage taxes to a unified rate and re-adjust 
а recently introduced building tax. After 




































y Brian Robins 

удпеу: The face of Australia's securities 
ndustry is set to change dramatically from 
arly 1984 with the start of negotiated 
erage and the likelihood that outside 
roups may be able to buy up large equity 
gs in broking concerns. The conse- 
of the proposed changes are far- 
ng: and, while they initially were 
posed by the stock exchanges — faced 
| the prospect that they would lose 
ntrol.over their own destiny — they are 
ceiving limited support. 

Megotiated brokerage already is a 
oregone conclusion. From April 1, 1984, 
t. will be introduced for larger transac- 
jons, with a broader application later. 
ut already, while it is against the stock 
xchanges’ rules — and they repeatedly 
leny that it takes place — negotiated 
rokerage is rife throughout the industry. 
‘The impending changes already have 
aused the smaller exchanges to seriously 
onsider their future. The Sydney and 
Melbourne stock exchanges are pursuing 
a full merger. Since they account for more 
than three-quarters of all transactions, a 
merger of the two would make sense. 
However, the smaller exchanges — those 








— all face a serious loss of business if the 
merger proceeds, and they are looking to 
their own (itae pendent) futures, 












ыз e ә | 
negotiated destiny 
ilia’s stock exchanges slowly come round to the view that 
nevitable deregulation of the industry might not hurt 


The smaller exchanges are, for exam- 
ple, considering establishing their own 
listing requirements to makeʻit easier to 
allow smaller issues. to be listed without 
having to comply with tough listing re- 
quirements, moving towards a market 
similar to Britain's successful Unlisted 
Securities Market. Even as the exchanges 
consider their options, the National Com- 
panies and Securities Commission 
(NCSC), the recently formed regulatory 
body for the securities industry — at the 
instigation of the Ministerial Council, 
which governs the NCSC — has been in- 
structed to study the possible introduction 
of an unlisted securities market combined 
with proposed changes making it easier 
for overseas interests to gain a listing in 
Australia. 

While turnover on the Australian As- 
sociated Stock Exchanges (AASE) has 
been buoyant over the past four years, the 
large amount of takeover activity has re- 
sulted in a severe dwindling in the number 
of industrial issues listed. The number of 
industrial stocks ón member exchanges 
has fallen by 21% to 694 over the past five 


| years. ^ 
of Perth, Adelaide, Hobart and Brisbane | 


Моге aggressive funding techniques 
adopted by both trading and merchant 


banks has made it far easier for growing: 
private companies to obtain the financing. |. 


they need without going public and expos- 
ing their operations to public scrutiny. 
Moreover, the costs of going public — at 
present around A$500,000 (US$463,000) 
for a medium-sized industrial concern — 
and the growing list of regulatory require- 
ments to be complied with, make it dif- 
ficult for most firms to seek public funds. 

Nonetheless, broking activity has been e 
buoyant, both with the rise in share prices 
over the past year as well as in underwrit- 
ing activity, as major groups have sought 
cheap funds from investors at a time of his- 
torically high interest rates. 

Merchant banks have long wanted ac- 
cess to the stock-exchange floors, but they 
have been blocked by restrictive member- 
| ship requirements. Under the present 
| proposals, merchant banks and other fi- 

nancial institutions would be able to buy a 
large shareholding in a brokerage partner- 
ship. The NCSC originally had recom- 
mended an upper limit of 30% onthe level 
| of outside ownership. Now, the AASE 
| has proposed in a submission to the Trade 
Practices Commission (TPC) that the 
upper limit be 40%. 








he TPC previously had granted interim 

authorisation of the rules of mem- 
bership and partnership of stockbroking 
firms, but this approval expires next April 
1, after which time the yet-to-be-formu- 
lated rules may apply. The decision by the 
AASE to support up to 40% “outside 
equity marks a considerable reversal from 
its earlier outright opposition to: any 
change. The AASE has proposed that 
both deregulation of brokerage rates and 
the introduction of non-member equity 
should apply until March.31, 1987, after 
which further changes could be proposed 
in the light 9f: a review. ^ 



















two years of 
wrangling, the 
government cut 
the hotel-room tax 
in Мау from 
16.5% to 1196, 
but the new rate 
is still consider- 
ably higher than 
that of other coun- 
tries in the region 
(with the excep- 
tion of Indonesia, 
the Philippines 
and Japan, where 
it is roughly the 
same). 

On top of a rela- 
tively high escalat- 
ing rate similar to 
that applicable to large-scale businesses, 
large hotels consuming more than a set 
limit of electricity have been levied a 20% 
surcharge under an energy-conservation 
policy introduced three years ago. As a re- 
sult, electricity charges constitute a major 
expense, accounting for 10-35% of total 
hotel expenses, depending on facilities. 

The association is seeking to lower 
the rate to that applicable to industry, 





which would mean a saving of about 
20%. A proposal to this effect, as well as 
requests for other tax-related changes, 
was incorporated in a formal package 
recently submitted to a sub-committee on 
tourism under the main public-private 
sector cooperation committee headed by 
Prime Minister Prem Tinsulanond. The 
package also included a specific appeal 
that the government forbid construction 


of new hotels over the next three years. 
Given today's intense competition, the 
immediate prediction is that the situation 
will get worse before it gets better. One 
knowledgeable industry source'estimated 
that the approximate 70% average annual 
occupancy rate in 1982 has gone down to 
about 55% during the first half of this 
year. The average annualised occupancy 
this year is expected to be even lower. И 
appears that the second-class hotels and 
some of the newly opened ones are suffer- 
ing more from lower occupancy than the 
majority of the longer-established hotels, 
which recorded 60-70% occupancy rates 
during the January-June 1983 period. 
Relatively unaffected so far is the 
Oriental. Although the hotel's occupancy 
has dropped from a 92% peak in 1980 to 
86% and a projected 81% in 1982 and 
1983, respectively, the management said 
this is the result of a shift in strategy away 
from group-tourists in favour of individual 
businessmen. Reversing the past trend, 
the ratio of business to tourist clientele is 
now roughly two-thirds to one-third. But 
as Wachtveitl conceded, 1984 will be a de- 
cisive year as all facilities at the various 
new hotels will be running at full steam by 
then. 





But while the AASE has supported the 
right of non-member groups to buy into 
stockbroking partnerships, it has recom- 
mended to the TPC that banks (as defined 
under the Commonwealth Banking Act of 
1959), government departments or au- 
thorities, as well as life offices, should be 
excluded from being able to buy into 
member firms. The exclusion, especially 
of banks, would overcome potential con- 
flicts of interest, as well as limit the extent 
of changes to the securities industry. 

For example, if banks had full access to 
the floors of the stock exchanges, the ex- 
changes could become primarily а 
wholesale market, with the banks moving 
to control the retailing of stocks to indi- 
vidual, private investors through their ex- 
tensive branch networks. 

The big trading banks have been mov- 
ing further into fund management; the 
ANZ Banking group is currently bidding 
to gain control of Development Finance 
Corp. which, through its Australian Fixed 
Trusts operations, controls depositors' 
funds of more than A$600 million, or- 
ganised into various equity- cash- and 
property-trust investments. 

The potential for conflict of interest 
primarily revolves around difficulties 
which might arise where a bank had exten- 
sive funding links with a major group and 
where the bank-linked broker was bidding 
for underwriting business with the same 
corporation; thus, true profits from the 
underwriting could be spread across in- 
come from а more favourable funding 
agreement, giving the bank undue com- 
petitive advantage compared with the 
other brokers. However, most brokers 
fear that, with the Labor administration of 
Prime Minister Bob Hawke in Canberra, 
the TPC will be encouraged to take а 





Hawke: seeking a tough stand. 








tough stand and push for optimum dere- 
gulation of the industry. 

The securities industry has seen a lot of 
merger activity as brokers prepare for the 
coming changes. In particular, smaller 
outfits with extensive and long-standing 
private client lists have been sought by 
some of the more aggressive institutional 
specialists — because, with the first stage 
of deregulation of brokerage rates, only 
deals of more than A$100,000 will be at 
negotiated rates, though full deregulation 
will be introduced from October 1, 1985. 

Even so, it is commonly expected that 
brokerage costs for smaller investors will 
rise quite sharply, thereby allowing for 
greater profits by focusing on this sector of 
the market. A number of big foreign 
brokerage groups, such as Merrill Lynch, 
have been knocking on doors seeking to 
acquire equity in a suitable broking opera- 
tion so they will be ready to move as soon 








as non-members are able to buy equity in 
local brokers. 

The impending changes in the securities 
industry are taking place against a 
backdrop of planned wider reforms of the 
entire financial system. A special body, 
the Martin Committee — headed by Vic 
Martin, the former chief of the Commer- 
cial Banking Co. of Australia — is ex- 
pected to report to the government soon 
on the implementation of the recommen- 
dations of the Campbell Committee of In- 
quiry into Australia's financial system. 

Given the present economic climate in 
Australia, most agree that conditions are 
right for further moves to deregulate the 
financial system, especially since the 
Hawke administration still has a high level 
of popularity. Also, given current slack 
demand for funds in the corporate sector, 
interest rates have fallen sharply, which 
removes the chief political consideration 
— which is that with further deregulation, 
interest rates for home buyers would rise. 

The Martin Committee is expected to 
recommend the limited introduction of 
foreign banks (three, four or five licences 
are expected to be recommended). But 
before foreign banks are allowed to set up 
shop, the authorities may be forced to 
amend ownership rules for banks, since no 
one party is at present allowed to hold 
more than 10% of а bank's equity. This 
limits Australia's attractiveness. 

While the AASE has accepted that 
foreign groups should be able to buy 
equity in brokerage operations, this will 
be subject to the government's foreign-in- 
vestment guidelines, which may make it 
difficult for some foreign groups to-get a 
toe-hold in local operations, unless they 
could establish that local benefits would 
result. 
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‘On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 





leader Hafizullah Amin and his immediate 
family. Babrak Karmal's regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan's bloody history spelled the 
beginning of Moscow's "Vietnam." 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 


in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 


А moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 


squad" gunned down the country's communist 


jehad, or religious struggle. Based in Peshawar | 
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Don’t miss this best 
- possible account of the latest colonial 
rape of a nation and the implications 


| for the rest of the world! 


| e 16 pages B&W photographs 
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unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 
Author John Fullerton spent two-and-a-half 
: years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he’ 
accompanied guerillas several times into 
Afghanistan. 


MEET. 


To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 


Yes! Please send... copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/ 1 


livery please add US$2.00/HK$16.00. 
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Mitsubishi ahead 

Mitsubishi Electric Corp. of Japan re- 
“ported а 3% increase in net profit to 
¥ 12.26 billion (US$52.7 million) in the 
six months ended Sept:'30, on sales that 
grew 5% to ¥707.24 billion compared to 
the same period a year earlier. Sales of 
heavy machinery’ were down 13% to 
„¥144 billion, but electronics-products 
» Sales rose 14%. to ¥265 billion. Exports 
remain at about 24% of total sales. The 
|. company projects a.12?6 increase in 
. sales for the full financial year to Mar. 
“31, 1984. The interim dividend is un- 
"changed at ¥3,.. -— KAZUMI MIYAZAWA 


` Nota good year 

. PT Goodyear Indonesia, the country's 
«No. 1 tyre manufacturer, posted a 2% 
.. decline in net income to Rps 4.9 billion 
2: (US$7.1 million) for calendar 1982 com- 






















“came on the back of a slowdown in the 
: motor industry, with Goodyear's sales 
falling to Rps 43.6 billion from Rps 50 
* billion in 1981. The company was able to 
; reduce the drop in pre-tax earnings by 
; about Rps 1 billion by capitalising in- 
< terest retroactively for the period 1980- 
‚82 and recording as earnings a reduction 
ла the company's non-contributory and 
^. non-funded pension-fund liability. 

For 1982, dividends amounting to Rps 
‚120 a share were declared, providing а 
. dividend yield of about 10%. Dividends 
= paid out during 1982 totalled Rps 6.8 bil- 
ion, which drastically cut into the com- 
pany's retained earnings, reducing them 
from Rps 3.8 billion at end-1981 to Rps2 
billion. ~~ MANGGI HABIR 


Malakoff's comeback 


“tation group Malakoff Bhd showed a dis- 
tinct improvement in the six months 
ended June 30, with rising rubber prices 
primarily responsible for the profit of 
. (M$2.69 million (US$1.15 million), 
х against a loss of M$925,000 in the same 
1982: petiod. Production of rubber was 
' slightly down on the earlier half-year fig- 
ures, mainly because of climatic factors, 
_ while. palm-oil production increased 


drop in rubber 
«production, while palm-oil production 
‘increased. Apart from the plantations 
; division, the property and. investments | 
division more tha doubled its pre-tax 


"pared with 1981. The drop in earnings | 


| 


1 








profit (to M$2.5 million). The trading di- 
| vision, however, remained hard hit by 
depressed market conditions, especially 
in East Malaysia, and profit from this ac- 
tivity.dropped by almost 50% to M$1.28 
million. An extraordinary gain from the 
group's share of profit on the sale of Bal- | 
moral Park in Singapore also contri- 
buted to the performance. The board 
told shareholders commodity prices will | 
improve results still further in the cur- 
rent half. — JAMES CLAD 


16% to 51,982 tonnes. Malakoff's board 
told shareholders higher commodity 
prices could be expected for the remain- 
der of this year with a corresponding 
further improvement in results. 

— JAMES CLAD 


* * 
Limited Guarantee 
Australia's largest financier, Australian 
Guarantee Corp. (AGC), which is 
majority owned by Westpac Banking 
Corp., lifted net earnings a marginal 


1.2% to A$87.3 million (US$80.46 mil- | 


lion) in the year ended Sept. 30, up from 
A$86.3 million in the previous year. The 
result included an initial contribution of 
around A$1.2 million from General Cre- 
dits Ltd following a merger earlier in the 
year. AGC's perforinance was hit by a 
rise in bad debts, with an A$38.6 million 
charge, almost double the A$20 million 


with interest charges for the year falling 
to A$7.5 million, well down from 
A$10.5 million à year earlier. The depre- 
ciation provision was trimmed to A$2.8 
million for the year, down from A$3.5 
million. No dividend has been declared. 


` ~ BRIAN ROBINS 
Less a Victor 


Victor Co. of Japan, or JVC — the 
major audio/video manufacturer — has 
"ported a decline in first- half profits on 































from ¥11.9 billion, however. Resu 
were affected by France’s import restr 
tions on, айй otherwise dull demand for, 
videotape- -recorders. JVC began 
keting video discs in Japan in Aprila 
attempting to. keep pace with rap 




















"0,25. 


of the previous year. In the latest year, th 


net receivables grew by 37% to A$5.04 


million, up from A$3.6 million. Interest | 


charges rose to A$520.13 million from 
A$404.9 million. The profit perform- 
ance was affected by poor demand for 
funds. After a flat first half, when net 
profit slipped 8% , there was a comeback 
in the second half, with net earnings up 
11% to A$45.7 million. A steady final di- 
vidend of 5.5 A cents a share has been 
declared, ‘giving an unchanged annual 
payout of 11 cents. — BRIAN ROBINS 


A Bond loss 


The retailing associate of Australia's 
Bond Corp.. Holdings, Waltons Bond, 
lost A$8.58 million (US$7.91 million) in 
the year ended July 31 owing to de- 
pressed retail sales and heavy borrow- 
ings. The actual loss from the group's re- 


| tailing activities for the year was A$10.5 
^|, Pre-tax group results of Malaysian plan- 


million, though an A$1.88 million share 
of the earnings of the 50%-owned 
Barclays Credit Corp. trimmed the full- 
year loss. Extraordinary losses of 
AS10.7. million (mainly relating to the 
closure of Victorian operations earlier in 
the year) boosted the final loss to 
A$19.27 million. 

Revenue during the year fell 12.4% to 
A$343.5 million. The group made some 
headway in reducing its debt burden, 






































cession" and dumping of steel produc 
in the local market by foreign fal 
ricators. Since 1982 the index of indus 
trial production for metal products has 
fallen by 25%. — LINCOLN KAYE 


Toshiba inches up 


Unconsolidated net income of Toshiba, 
Japan's leading general electr 
ery maker, rose. 1% to°¥25° billion 
(US$107 million) in the six топе 
ended. Sept. 30. Sales rose. 7% to ¥939 
billion during the period despite a 
10% drop in sales of heavy-duty elect 
cal appratus, which accounts fór 33% of 
total sales. Sales of electronics compo 
nents and industrial electronics; as well 
as of consumer products, . performed 
well, rising 22% and 12% respectively. 
Sales of semiconductors jumped 35% 
and demand was said to be still very 
| strong. 

Total equipment investment for the © 
full year will be Y 125 billion of which 
¥79 billion will be for semiconductor > 
production. For the full year the com- 
pany predicted a 16% rise in-sales to 
32.05 trillion. The interim dividend was 
unchanged at ¥3.5. | 

-— KAZUMI MIYAZAWA 



























HONGKONG: Amid signs that the new pegged ex- 


ge rate is holding and local money-market in- 
rates are.falling, the stockmarket rallied 
gly. The Hang Seng Index closed the period at 
.up 97.43 points or 12.7% on mounting turn- 
Average daily turnover was HK$159 million 
$20.4 million). Buying was fuelled by a one per- 
ntage-point cut in the prime rate to 15% on Oct. 27 
hopes of further cuts ahead. Brokers cited a re- 
f local investors to the market, perhaps switch- 
ut of US dollar savings accounts into equities. 
remains considerable doubt whether the 900 | 
I will be breached, bears noting that nothing fun- | 
iental has changed on the political front. 














| ВЕ: Volume slid even more sharply than | 

sent weeks as investors were scared off Бу uncer- 
(у over Malaysia's constitutional crisis, where | 
xt the Bank Bumiputra/Carrian stain might spread 
d what the United States Federal Reserve would 
in the wake of the latest money-supply rise. Even 
milder-than-expected Malaysian budget was not 
gh to revive interest in the market, where aver- 
daily turnover plunged to $$18.24 million 
8.54. million), compared with $$27.6 million in 
previous period. Fraser's Industrial Index slipped 
99 points to close the period at 5,544.75. 


LUMPUR: oct. 28's sharp reversal on 


reet, together with a distinct lack of investor 
rest following presentation of a mild budget on 
‚ 21, resulted in successively easier rounds of 
ding during the period. By Oct. 31, the general 
ck of interest left only five counters firmer, while 
2 posted losses. Most losses stayed within 10 M 
nts (4 US cents) limits, though some companies 
g well in the previous period Jost more ground, 
ch as Malayan American Assurance which fell 30 
$ to M$11.20. Turnover at the end of the period 
jad. also dropped away, with only 3.56 million units 
ded on Oct. 31. Analysts believe the market may 
ntinue to drift lower in the absence of any lead. 
One factor causing indecisiveness is uncertainty gen- 
rated by both the continuing constitutional question 
d.the Bank Bumiputra/Carrian affair. 


\USTRALIA: А resurgence of buying support re- 


ited in the Australian All-Ordinaries Index firming 
10.4 points to 687.4 by the close of trading on Oct. 31. 

However, trading levels have remained low, with 
aly limited buying support. The market nadir was 
eached on Oct. 25, when the index closed at 677. 

But, while prices have rallied over the past week, the 
market has not been tested by any heavy selling pres- 
ure. Both the metals and oil and gas sectoral indices 
ave gained some grourid, though primarily because 
ks in these areas were héavily hit recently. 


NEW ZEALAND: industrials remained narrowly 


mixed overall, though Brierley continued very well 
upported and, because of its capitalisation, helped 
old the index above levels other leaders’ perform- 
nces would have warranted. Company results 
"were good, but included no heavyweights, so they 
had little effect on the trend, Takeover rumours con- 
inue to circulate. Some concern sizable companies 
have maintained the prices of the stocks € 

































































Looking for a leader 
SIAN markets generally showed small, divergent movements during the period ended Oct. 


, though Hongkong and Seoul, both depressed recently, turned in strong recoveries. Singa- 
pore, Kuala Lumpur and Australia were marked by low turnover. 




















cerned. Oils failed to follow through, looking weak 
and nervous for most of the period. Drilling reports 
from both semi-submersibles held nothing of note. 


SEOUL: The market rallied strongly at mid-period, 
| gly p 


| 
| 


| 





| period (О 


stimulated by a government decision to improve ba- 
lance-sheets of construction companies with more 
loans and also by forcing them to divest their prop- 
erty investments. This news was strengthened by 
rumours that Dong Ah Construction will soon sign a 
new contract worth some US$3.3 billion in Libya. 
| Construction shares registered an average sectoral- 
| index gain of 12.16 points during the period, and 
| Dong Ah's share price hit the highest permissible 
level by jumping from Won 576 (73 US cents) to Won 
753. The composite index rose 3.39 points to close at 
121.42, with trading volume shooting up to 9.53 mil- 
lion shares a day. 


TOKYO: In аш trading, investors adjusted hold- 
ings, but there were no clear patterns. After a report 
that glutamic acid, an element in the food additive 
monosodium glutamate, was possibly carcinogenic, 
the shares of Ajinomoto and other related chemical 
producers dropped. Car shares were bought actively 
on news of rising sales: The market suffered sporadic 
setbacks during the period, but turned stronger to- 
wards the end, featuring Fanuc and Kokusai Denshin 
Denwa. The Nikkei-Dow Jones Average closed at’ 
9,356.79, up about 90 points on the period. 


TAIPEI: share prices moved within а narrow range 
amid continued light trading, with the exchange 
closed for two public holidays during the period. 
Only construction issues made any substantial price 
gains and most others. fell slightly. The weighted 
index on the last day of trading closed at 706.42, 
down almost three points. Value turnover averaged 
only NT$537 million (U8$13.42 million) a day. 


BANGKOK: тһе crisis surrounding the collapse of 
three finance firms (REVIEW, Nov. 3) had an indirect 


| effect on the market. Although the three affected 


companies were not related to any listed companies, 
the resulting cash squeeze meant brokerage houses 
were more preoccupied with the financial situation 
than with the stockmarket. Low prices for a number 
of counters encouraged some support buying, par- 
ticularly towards the end of the period. On Oct. 27 
and 28 there were fresh buying initiatives, with those 
counters that had been badly mauled recovering 
some ground. Average daily turnover was Baht 20.1 
million (US$870,000). 


MANILA: with Globe Mackay, the telecommuni- 
cations firm, appreciating by 75 centavos (5 US 
cents), the commercial-industrial index gained 1.16 
points in Manila despite losses of 75 centavos in San 
Miguel and P3.5 in Philippine Long-Distance Tele- 
phone. The mining index dropped 95.41 points to 
1,276 as discouraging copper- and gold-price news 
caused losses ranging from between 1.5-2 centavos 
for Lepanto and Philex, to between P 1-1.25for Atlas 
and Benguet. Two big single transactions in Ayala: 
Corp. shares. worth. P98.36 million: boosted. value 
turnover to: P123.1 million in. the four-day adin 
ct. 31 was holiday). 




































Aust. All-Ordinaries Index 
Oct. 25 677 
Oct. 26 x 677 
Oct. 27 677 
Oct. 28 682. 
Oct. 31 687. 
Change on week +0.69: 

Oct31  %chenge 5 
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Атай 279 we 7 
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Australian Cons Ind. 1.68 +06 8 
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Westpac 343 _ 7. 
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Hang Seng Index 

Oct. 25 З 772.9 
Oct. 26 797.8 
Oct. 27 816.2 
Oct. 28 826.1 
Oct. 31 865.2 
Change on week +12,699 
Oct33 change 5 
HKS onweek yi 
Associated Hoteis 102 -56 - 
Atlas ind. 5.65 +46 1 
Bankot E A 19.40 +10.9 3 

Carman ~ 
Cheung Kong 745 +212 a 
Ching Light 1410 +10 4 
Come Ex Div. 1.07 +138 8 
Е Е Consortium 0.59 +439 4 
Ғ.Е Hotels Ex Div. 070 — 8 
First Pac. Holds. 450 +266 8 
Grand Marine Suspended — - 
Great Eagle 046 4179 ? 
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COMMODITIES 


62.35 
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Fixed-interest bonds (US$) 
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Small projects аге 


big deals at 


ر 


At Brown & Root, there’s no such 
thing as a “small” project. Every project 
is important, regardless of size. 

That's why we developed a special 
Small Projects Group within our Petro- 


leum and Chemical Engineering Division. 


The Small Projects Group allows even 
the smallest client to take advantage of 
Brown & Root's vast experience and 
technology. And, of course, every proj- 
ect reaps the benefits of our manpower— 
from petrochemical engineers to pressure 
vessel designers to heat exchanger 
specialists and metallurgists. 

Brown & Root provides resources 
that only a large company can, and is 


Вгоууп Root. 


ر ~" 


able to offer these resources economically 
through the Small Projects Group. 

If you want the flexibility and respon- 
siveness of asmall company, and the 
resources of a large one, call the Small 
Projects Group at Brown & Root. 

We'll make a big deal of your small proj- 


ect. And we ll do it on time, on budget. 


Our standard of quality: 
Doing things right the first time. 





And Associated Companies 


A Halliburton Company 
PO Box 3, Houston, Texas 77001 


An Equa! Opportunity Employer 
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An easier way to fly— 
300 with China Airlines! 


New directions for China Airlines. 
A fleet of Airbus A300s gives CAL a 
new dimension in air travel. 
CAL’s A300s now take you to Hong Kong, Bangkok, Jakarta, 
7 Kuala Lumpur, Seoul, Fukuoka, Manila, Kaohsiung and Singapore. 


= сё Enjoy the new, quiet, comfortable A300s. 
Courtesy China Airlines. 
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short- 
din 
The White House in Washington 
Designed in 1792, the White House has 132 rooms occupying 86, 184 (ra 
square feet of space. It is the official residence of the President of the United ® 
States of America. with 
reat Landmarks al. 
f | |, China remains a mystery to business- 


men around the world. Which is 
why they have a difficult time assess- 
ТЕЛЛЕ AT pa Re as aye ЦЬ SS 2 



















ing China's potential as a market 
4:3 for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
| packed with information and statis- 
a | tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 



























in China. 
A confidential monthly newsletter. 
Exclusive to subscribers. 
Раана 
ı ORDER YOUR SUBSCRIP- , 
к TION (12 ISSUES) NOW! : 
1 The CHINA TRADE REPORT is ' 
1 compiled and edited by the Far Eastern 14 
1 Economic Review, Asia's most widely- П 
1 read business news magazine. э! 
ч 
: Post this coupon today! б: i 
Ih aû the Dusit Thani in Bangkok 1 Circulation Manager, O1 
М Far Eastern Economic Review, Ltd., © ' 
At 56 square metres, the Landmark rooms at the Dusit Thani Hotel i 8. Р ©. пол 160, = 
. . . г\ 
are the largest in Bangkok and certainly amongst the largest in the world. : a = : 
"ac is ele furnished wi i » or ki ize beds. Please enter my one year subscription 
s 7j ‘ W wW g-size beds, 
Vm d nator EO € $ «ти а T re Ме! e ' (12 issues) for the CHINA TRADE ' 
huge lounge area with sofa, esk, coffee table, easy chair and marble bathrooms. ! REPORT. | enclose $ ' 
[he Dusit Thani also features six superb restaurants, enormous JS Me Fa Eee : 
shopping arcades, bars, disco, swimming pool, tennis and squash & Add х 
courts, an executive centre and health club. b aos AN ' 
The only things that aren't on a grand scale are the prices. : City ... 
i 4 Country ' 
Pe a heed ae, T > Du iT EET ! Annual subscription rates ' 
| Everything is ona grand scale at he Dusit hani ! HKS1.750 MS$540 055250155 A$285 ! 
THE DUSET THANI HOTEL, RAMA IV ROAD, BANGKOK 10500, THAILAND. PHONE: 2331130. TELEX: TH 8170 & TH 81027. CABLE: DUSTTOTEI 1 Sent airmail anywhere in the world. П 


PRESTIGIOUS HOTELS OF ASIA: THE DYNASTY/SINGAPORE, HOTEL LOTTE/SEOUL, THE MANILA HOTEL MANILA, THE RITZ TAIPEI 
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your business, 


reach. 





After about 2000 copies. 
simply snap in a new cartridge 
and start fresh 


PC-20 Personal 


copiers. 


In executive offices, they solve the problem 


of copying confidential documents. And for 
small businesses, they're infinitely more 


convenient and economical than racing out to 


the nearest copy shops. 


Hong Kong: Jord 
Taiwan: Ability Ent 


Singapore. r Marketina Pte lod xandra Rd 


Philippines: Datog 
Sri Lanka: Ме 
India: Chowgu 
Nepal. 


І Canon Personal Cartridge Copiers. 


Whatever size 
Canon has just the 
4 tools to put greater 
efficiency within your 
The PC-10 and 


Cartridge Copiers, 
the world's smallest and lightest plain paper 


Canon's done it with a revolutionary new 
copying system. All the important copying 
elements are inside a convenient cartridge 
good for about 2,000 copies. When it's used 
up, you simply replace it with a new one. The 
PC-10 and PC-20 even offer a choice of three 
different colors — black, brown or blue — just 
by changing cartridges. No other copier is as 


compact, easy-to-use, service-free, or affordable. 


Canon Personal Cartridge Copiers. They're 
specially made for really important work. Yours. 


Personal Copiers с roo. mea 
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Airplanes. 
Helicopters. 
Tactical missiles. 
Space and 
ballistic systems. 
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ARTS EXTRA isse TTS c E 


When the bright lights of China 
outshine Hongkongs twilight 


By Theresa Munford 

hina's special economic zones (SEZs) 

are a bold and radical step into the 
world of capitalism, as part of the Four 
Modernisations policy. But it appears that 
the literature they are producing is very 
much the mixture as before of post- 
revolutionary exhortatory writing. 

Nevertheless, а пем quarterly 
magazine, Special Zone Literature, pro- 
duced in Shenzhen, the first and most im- 
portant of the SEZs, just across the border 
from Hongkong, provides an intriguing 
view into what the authorities would like 
the concerns and dreams of Shenzhen's 
people to be. 

For 90 fen (45 US cents) Special Zone 
Literature's readers can share the moral 
dilemmas faced by fictional special zone 
managers, and revel in stories which 
glorify their lives as pioneers of a new di- 
rection in China's economic development. 
The first concern of the writers of Special 
Zone Literature seems to be to present 
Shenzhen as a thriving new metropolis, 
soon to outdazzle its neighbour. It is por- 








trayed as the apotheosis of modernisation, 
where skyscrapers tower over tree-lined 
streets and people eat vitamin-enriched 
bread for breakfast. 

At the same time the writers are clearly 
trying to dispel the adverse image Shen- 
zhen may have earned itself in the eyes of 
people in other parts of China. In one 
story, for example, a visitor from Peking 
searches for the decadence he has heard 
rumours of — nightclubs advertised with 
photos of naked women and couples em- 
bracing in public. He finds neither. The 
recurrent message is that Shenzhen is 
modern, progressive, but definitely not 
capitalist: good old-fashioned Marxist- 
Leninist values make it tick. 

In a story by Chen Rongguang, the 
cadre Ding Wenqing is a member of the 
old guard, a survivor both of the Long 
March and of persecution by the radical 
Gang of Four. He leads a simple life, has a 
black-and-white TV set, breakfasts on 
plain congee and prefers to walk to work 
rather than use the official car. Ding may 
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opt for the familiar, austere values, but his 
ideas are progressive. 

In the didactic tradition of contempo- 
rary Chinese literature, the story shows 
how Ding resolves a bureaucratic wrangle 
in the face of opposition from his former 
comrade-in-arms, Chen, who has been 
tainted by life in the SEZ. He lives in a big 
house in the hills and smokes and drinks 
expensive brands. His TV is a colour set. 
But in his work he shies away from change 
for fear of rocking the boat. In the end, 
Ding is the victor and Chen is convenient- 
ly disposed of by early retirement. 

Life in the SEZ brings far more contact 
with the outside world than most Chinese 
have. Often the central characters in the 
stories work in hotels for foreigners or 
have foreign bosses. They learn the ways 
of the foreigners with shock as well as be- 
musement — the untidy state of their 
hotel rooms, the casual dress and the ap- 
parently indiscriminate kissing of friends 
and acquaintances. 

For those, especially young Chinese, 
for whom this contact with foreigners 
might bring temptation, there are many 
tales of misfortune to serve as deterrents. 
Pretty Miss Zhao, a waitress, falls for an 
Australian businessman twice her age. Or 
at least she falls for the promise of a pass- 
port and the good life overseas. Then she 
learns to her horror that the same man 





Shenzhen; Hongkong: clashing images of order and decadence 


once made the same empty promises to 
her own mother some 30 years before in 
Malaya. 

Miss Chen, in another story, has al- 
ready made the break and escaped to 
Hongkong. She lives a lonely life in a poky 
flat and feels degraded both by her work 
as a model and a string of affairs with mar- 
ried men. Her dreams of smiling comrades 
back home are punctuated by nightmares 
of her swim to freedom. Finally she stum- 
bles out of a Hongkong nightclub and 
heads back to China. 


The poets of Special Zone Literature 
gaze across the Lowu river to the bright 
lights of Hongkong and call to those, like 
| Chen, who fled in harsher times. The mes- 


sage is one of reconciliation: 
| 


Come back, come back, vour home is 
calling, 
We will welcome vou back with wine, 
not with à stick. 
Scattered among the text in the 
magazine are sketches, paintings and 
photographs depicting images of modern 











Shenzhen. Young people wear jeans and 
carry cans of Coke. Sleek cars and shiny 
new trucks roll past, and against a cloud- 
less sky the cranes rise like a forest above 
the half-built skyscrapers. 

The handful of sketches showing life in 
Hongkong may share the same signs of 
modernity, but they seem to be shrouded 
in mist. Air pollution? Or the noxious 
exhalations of unbridled capitalism? The 
artists of Shenzhen leave little doubt 


about which of the two cities has got it 
right. fr] 
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hina’s revolution took another 

strange turn here on October In 
the lush, green Pearl River delta, dozens 
of people gathered in a valley between 
the rice paddies and the rolling hills to 
celebrate the birth of an ancient tradi- 
tion in the people’s republic. With 
enormous fanfare, 
monstration of the tools of his trade, Ar- 
nold Palmer came to Zhongshan in 
Guangdong province to inspect the first 
golf course constructed in China since 
1949. 

Local peasants — taking a break from 
building the clubhouse — looked on with 
a mixture of serenity and amazement as 
Palmer, perhaps the world’s most fam- 
ous golfer, belted shot after shot out 
into the blue. Palmer agreed to design 


the 6,000-m. course in 1981 and he hopes 
it will be ready for the masses by next 
spring. But with membership fees cost- 
ing about US$10,000 and China's per 
capita income hovering slightly above 
US$200, the Zhongshan Hot Spring Golf 


















































LETTER FROM ZHONGSHAN 


and a mighty de- | 








Club is unlikely to become a major local 
hangout in the foreseeable future. 

For now, the two Hongkong busi- 
nessmen who are building the course will 
have to rely on Westerners — the Macau 
border is only 24 kms away — if they 

| want to recoup their US$3 million in- 

vestment. Palmer, on the other hand, 

takes the long view of history. “Golf 

| here would be just magnificent.” he said 
“It could do something in China that no 
one imagined. Sure, it will take a little 
while for the Chinese to catch on, but 1 
want to see a major tournament at the 
club before too long.” 

He is not the only one. Both Henry 
Fok and Cheng Yu-tung, the owners, 
harbour visions of a China Open played 
on their course. And though that tourna- 
ment would be unlikely to have any 
Chinese participants, the facilities would 
accommodate the most demanding com- 
petitors. Members, for example, will be 
able to sweep through the air-con- 
ditioned clubhouse and soak tired limbs 
in the massive hot springs baths after a 
match. Equipment will be readily availa- 
ble in the modern pro-shop. And for 
| those in need of lessons Hongkong's 
Peter Tang has just been signed up to 
| serve as the club's first pro. 





he course — designed to US Golf 

Association specifications lies 
right on the Zhongshan Hot Spring Re- 
sort. It has expansive private bungalows 
with colour TV sets and vast bathtubs of 
peach-coloured marble. Scrolls of calli- 
graphy hang from the walls, and ornate 
| Chinese gardens dot the landscape. 
Swimming, shopping and tennis are 
nearby. For all this the price is HK$1,700 











Palmer takes a swing; the workers look on: ‘a little while to catch on." 











































































































(US$218) per night. There is a cheaper 
alternative. Daily rates for a more mod- 


| est room begin at about HK$240. 


This might seem beyond the reach of 
even the most favoured cadre, but the 
owners want to encourage China to 
begin to take golf seriously. Realising, 
perhaps, that a billion potential golfers 
should never be ignored, they are quick 
to point out the rustic origins of the 
game. “You know, golf got its start long 
ago in Scotland with farmers playing on 
land they couldn't cultivate,” said 
Timothy Fok, Henry’s son and the man- 
ager of the operation. "And that is 
exactly what we have done here." Asked 
if he thought the local peasants, who are 
building the course almost entirely by 
hand, could get excited about the sport, 
he replied: "Sure, why not?" 

Asit turns out, Fok is right. The work- 
ers are pretty excited about golf, though 
not for the reasons he outlined. To the 
peasants of the sub-tropical and fertile 
south of China, golf means money. They 
are now each earning about US$60 a 
month for their labours, which, they are 
glad to tell a visitor, is three times what 
they made on the farm. Not one could 
describe this thing called golf, though 
they all agreed it was hilarious to watch. 

Ás long as the work is steady, golf is 
OK with the residents of Zhongshan 
county. This is the birthplace of Sun 
Yat-sen, the founder of the modern 
Chinese republic. And though, even in 
{һе China of to- 
day, change comes 
slowly, every once 
in a while a radical 
idea still percolates 
through the popula- 
tion. 

So perhaps it is 
not too difficult to 
imagine the sight of 
thousands of dim- 
pled golf balls arch- 
ing through the air 
and plopping quiet- 
ly into the Guang- 
dong rice paddies. 
And maybe some- 
day in the future, а 
quiet and commit- 
ted man much 
like “Arnie” himself 
followed by an 
army of frenzied ad- 
mirers, will ignite 
the ancient coun- 
tryside with a con- 
suming devotion to 
golf. 

MICHAEL SPECTER 
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Two sides of Sindh 


Your cover story on 
Pakistan [REVIEW, 
Oct. 27] betrays the 
writer's lack of politi- 
cal understanding. 
unprofessional ap- 
proach and political 
bias. Husain Haqqani 
is sympathetic to the 
military government 
and his reporting 
tends to project the government's point of 
view. Thus he makes no mention of the 
army's atrocities against the villagers — 
innocent men, women and children — in 
Sindh. Haqqani surely cannot be unaware 
of the role of the army in the troubled pro- 
vince. This, if nothing else, will leave а 
profound impression on the Sindhis and 
will determine their future attitude to- 
wards the federation. 

The writer also fails to grasp the depth 
of the feelings of the Sindhis. Obviously 
he has not bothered to talk to people, 
especially Sindhis, from both sides of the 
political fence. As for Islamisation, which 
President Zia-ul Haq is imposing on the 
country — and the manner in which he is 
proceeding to do it — there are few in 
Pakistan, the Jamaat-i-Islami being one 
exception, who really approve of it. No 
wonder it requires the might of the armed 
forces to Islamise the country. 

Karachi NIGHAT SULTANA 





Before stating that more than 150 people 
have been killed by the security forces in 
the province of Sindh, the opposition 
Pakistan People's Party should consider 
the fact that its former leader, the late Zul- 
fikar Ali Bhutto, was responsible for a 
military action against Baluchi dissidents 
(1973-77) in which more than 3,000 
Baluch lost their lives. 

Also, the Indian Government, instead 
of aiding and abetting the Sindhi dissi- 
dents and secessionists, should try to solve 
its own internal problems. The statements 
by Indian leaders on the political unrest in 
Pakistan revive an old trick of theirs, to try 
to cover up their own internal problems 
and divert the attention of the Indian 
people from such problems. This tactic of 
theirs is going to lead them nowhere and 
eventually they will have to face problems 
such as the Sikh unrest in Punjab, Muslim 
unrest їп Kashmir and dissident move- 
ments in Assam and Nagaland. 

Karachi USMAN JAN KHAN 


. . 
Eugenic euphemism 
Singapore Prime Minister Lee Kuan 
Yew's obsession with eugenics strongly 
suggests he is a devoted disciple of plan- 
ned parenthood pioneer, the late Mar- 
garet Sanger. 

Sanger was way ahead of her time. In 
1900 her views were scorned as contempti- 
ble utopianism; today they are the norm 
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Sheraton 
wins on style 


"Its been said that Pm one of the most exciting 


soccer stars ever. Through practice and dedication 
I developed my own unique style 


a winning style. And I admire 
others who have the е 
dedication to develop а 


winning style of their own.” 


And like frequent guest Pelé, 
we're sure it won't take you long to see how 
Sheraton.wins on style. 

From the moment you walk into our 
lobbies you'll see why. From traditional tc 
modern, every Sheraton-Hotel says com- 
fort and stylein its own special way. 
From breakfast in your room, to dinner 
in one of our fine restaurants, Sheraton 
caters to your every need, 

So wherever your next trip may 
take you, make sure you come to 


Sheraton, and see for yourself how 
Sheraton wins on style. 


Sheraton Hotels 
Worldwide ©), 





` Make your 
reservation to 
stay in style. 


With just one call we can immediately con- 
firm your reservation to stay in style, in any 
one of the more than 450 Sheraton Hotels 
worldwide. 

* A We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your 
reservations and requests are confirmed, 
and you can even book a year in advance. 

So call Sheraton's Reservatron HI now. 
And make your reservation to stay in style. 


-UNITED STATES ............ 800-325-3535* 
HAWAIL ................... 800-325-3535* 
(ON OAHU) ..................... 926-4949" 

"EASTERN CANADA .......... 800-268-9393* 


EEEE 800-268-9330" 


(outer 0222/54-21-32* 
pibe 02/219-45-96" 


WESTERN CANADA 


VIENNA, AUSTRIA 
BRUSSELS, BELGIUM 


DENMARK .................... 0430/0020** 

LONDON, ENGLAND .......... 01/636-6411* 

HELSINKI, FINLAND ........... 90/17-61-00 

LYON, FRANCE ................ 71860-4255 

PARIS, FRANCE ............... 6/079-2800* 
~ DUBLIN, IRELAND .............. 01/728188" 

MILAN, ITALY ................... 2/654051* 
“AMSTERDAM, 

NETHERLANDS............ 020/43-48-74" 
OSLO, NORWAY ............... 02/41-69-95* 
JOHANNESBURG, 

" SOUTH AFRICA ............. 011/23-2963 


» BARCELONA, SPAIN .......... 03/317-50-68" 
‘MADRID, SPAIN .............. 01/401-20-04* 


`: ‘STOCKHOLM, SWEDEN ........ 08/22-94-55* 

VSENEVA, SWITZERLAND ....... 022/210093* 
ZURICH, SWITZERLAND ....... 01/302-0828* 
DÜSSELDORF, 

WEST GERMANY ........... 0211/498921* 
FRANKFURT, 

WEST GERMANY .......... 0611/295306* 
HAMBURG, 

WEST GERMANY ............ 040/442597* 
MUNICH, WEST GERMANY ..... 089/185063" 
STUTTGART, 

WEST GERMANY ........... 0711/221976" 
SYDNEY, AUSTRALIA ............. 231-6677* 
AUSTRALIA 

(OTHER THAN SYDNEY) ..... 008-22-2229* 
AUCKLAND, NEW ZEALAND ........ 793-509 

(collect) 
CHRISTCHURCH, NEW ZEALAND ....60-373 
WELLINGTON, NEW ZEALAND ...... 857-514 
HONG KONG .................. 3-723-3535 
OSAKA, ЈАРАМ№................ 06/314-1019* 
TOKYO, JAPAN ............... 03/264-4270* 
SEOUL, KOREA .................. 444-8211 
MANILA, PHILIPPINES ............ 50-60-41 
SINGAPORE ..................... 235-4941" 
BANGKOK, THAILAND ............ 2335160 
BEIRUT, ТЕВАМОМ................ 361-590 
RIYADH, SAUDI ARABIA ........ 1477-3244 
MEXICO CITY, MEXICO ....... 905-525-9060" 
SAO PAULO, BRAZIL ............. 255-3633 
CARACAS, VENEZUELA ......... 02/339900 


*indicates on-line computer reservations system. 
Toll-free anywhere in Denmark. Ра 


Sheraton 


Hotels. Inns & Resorts Worldwide 


Or call your loca! Sheraton Hotel or Reservations Office 
or your Travel Agent. 
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for Western society and provide a domin- 
ant influence for the rest of the world. If it 
is possible for one great person to сһайре 
the most intimate and substantial founda- 
tions of civilisation from a basically moral 
one to a basically immoral one, then 
Sanger should rightfully be known as the 
founder of modern culture. 

It is hard to overestimate Sanger’s influ- 
ence on today's world: her beliefs advo- 
cate an appealing form of superficial 
liberalism promising greater freedom to 
an elite minority at the expense of a 
pacified majority. (Compliance of the 
masses was to be purchased by offering 
them unlimited sexual gratification with- 
out the burden of children.) 

Her formula for the survival of the 
human race was to limit the number of 
children from the poorer classes — by 
means of forced sterilisation and the intro- 
duction of baby licences — and encourage 
procreation by the more "successful." The 
latter would provide the new-world lead- 
ers. 

The theme of this rationale, with all its 
sinister implications, is uncomfortably close 
to Lee's elitist social-engineering plans. 
Waterloo. Iowa ROGER W. SMITH 


Ф 0 

Baffling belligerence 

One aspect of the downing of the Korean 
Air Lines Boeing 747 does not appear to 
have been considered: if the Soviets 
thought the aircraft to be an RCI35 spy- 
plane, did this give them the right to shoot 
it down, even over their territory? It ap- 
pears they did not think it was a bomber 
on a hostile mission, so why perform an 
act appropriate only to active bellige- 
rents? Although such a reaction seems 
normal to Moscow, surely the civilised 
course would have been to protest 
through diplomatic channels? 

Auckland, New Zealand KENNETH I. PORTER 


Time to tum stones 


As a bumiputra I find the revelations sur- 
rounding Bank Bumiputra Malaysia's 
massive loss on loans extended by its 
Hongkong subsidiary, Bumiputra Malay- 
sia Finance, painful and sickening. The 
Malaysian Government should appoint — 
without further delay — an impartial com- 
mission, headed by a judge, to thoroughly 
investigate this scandalous affair and pre- 
sent the facts to the people. Prime Minis- 
ter Datuk Seri Mahathir Mohamad's fa- 
mous slogan, a “clean, efficient and 
trustworthy” administration, should be 
put to the test. Such a commission should 
also look into the role and effectiveness of 
the regulatory authorities concerned, 
namely Bank Negara and the Ministry of 
Finance. 

Bumiputras and Malaysia's public gen- 
erally have been led to believe by the mass 
media and politicians alike that the heads 
of Bank Negara were men of the highest 
integrity and flawless efficiency. Nothing 
could slip through their fingers, it would 
seem. The facts, as they emerge. argue 
differently. 

Last year, when a similar financial scan- 
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dal hit a Middle Eastern country, causing 
the collapse of its unofficial stockmarket, 
both the minister of finance and the cen- 
tral bank's governor did the honourable 
thing and resigned. Will this happen in 
Malaysia? 

A Malay proverb that might be appro- 
priate to the commission's brief is: 
“Alang-alang menyelok pekasam biar 
sampai ke pangkat lenggan.” Translated 
into English: to elicit dirty or unpleasant 
facts, leave no stone unturned. 

Kuala Lumpur SALLEH SABTU 





Looking at the REVIEWMAP [Cover story, 
REVIEW, Oct. 20], I wondered whether 
the earth had been turned upside down by 
some deadly secret weapon — or whether 
someone is purposely trying to confuse 
Malaysia's potential enemies. 

Hongkong LAWRENCE LOO 


e East is West — but the twain shall 
meet. 


in its business 
facilities.” 












“My favourite hotel in Kuala Lumpur 
includes a swimming pool 
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KUALA LUMPUR 425588, TELEX MA30486; HONG KONG 3-663361; SINGAPORE 7373555; 
TOKYO 03-211-4541 OR ANY REGENT INTERNATIONAL HOTEL. 
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Fair shares in Sarawak 
It must be conceded that Parti Bangsa 
Dayak Sarawak (PBDS) leaders had 
every democratic right to leave the 
Sarawak National Party (Snap) and form 
their own political party, just as the Na- 
tional Front coalition was right in reject- 
ing PBDS' application for membership. 
Nevertheless, it is apparent that both Parti 
Pesaka Bumiputera Bersatu (PBB) and 
the Sarawak United People's Party (Supp) 
favour PBDS membership in the front but 
will perhaps con- 
tinue to be frus- 
trated by Snap. 

One alternative 
would be for both 
PBB and Supp to 
leave the Sarawak 
front and initiate 
the formation of a 
new front together 
with the PBDS. 
Although РВВ 
and Supp would like to have both PBDS 
and Snap in the front, it seems almost im- 
possible under present circumstances. 
However, the 48 state seats could logically 
be shared democratically among PBB, 
Supp, PBDS and Snap as follows: Muslim- 
majority seats to PBB, Chinese-majority 
seats to Supp and native-majority seats 
shared 50:50 between PBDS and Snap, 
though both PBB and Supp could still field 
native candidates in their allotted respec- 


Frequent visitors to Kuala 
Lumpur have a special 
regard for The Regent. At 
once you are made 
welcome in traditional 
Malaysian style and the 
anticipation of fine dining 
is always most pleasantly 
fulfilled. With a Health 
Club to keep you fit, an 
Executive Centre to simplify 
your business day, and 
above all, sincerely 

gracious service — is there 
really any other place to 
stay in Kuala Lumpur? 
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What most people want 
from a computer company 
is a good nights sleep. 


We want you to rest easy about buying a computer. 

If you're a small business that's ready to bring your information 
proceni together, or a big business ready to spread it around, 

BM will make you feel secure with system and programming 

solutions ited to your unique requirements. 

Whether you want to process words or process data (or both), 
IBM will make you feel secure with a full line of quality products — 
from office systems to large computers — that can help you manage 
your own growth processes. 

When fast and reliable service can be the difference between 
profit and loss, IBM will make you feel secure with a broad range of 





service options from the most experienced and widely skilled 
people in the industry. You'll rest easy knowing your call brings 
responsive service quickly, if you need it. 

When you want to design and develop new applications to help 
make the most of your equipment, IBM has experienced people who 
can work with you. And when you want a company that will keep 
caring after the selling is done, IBM will make you feel secure with a 
comprehensive system of customer education, including seminars and 
customer support centers. 

It's all part of the IBM difference. And it can make a difference 
for you or your business. 
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- With à 30:50 etween Р! 
Snap in native-majority seats, the latter 
could more easily allow thé former's appli- 
cation for membership in the National 
Front, especially if Prime Minister Datuk 
Seri Mahathir Mohamad. intervenes. 
Should this fail, however, PBDS and Snap 
should logically be allowed to contest 
_against each other, under their own sym- 
` bols, in seats with an overall native major- 
. ity. A power struggle between PBDS and 
Snap after the election could be prevented 
Бу alloting the chief stérs post to 
; whichever party wini ewer seats. 
` Kuching 4 OE FERNANDEZ 

















































































rawing readers' attention 
5]to a recent publication 
Nations Centre on Transna- 


| ational corporations (TNCs) as 
analysed is report, it is equally impor- 
"tant to note other issues of concern to de- 
veloping countries, issues that form the 
basis of the mandated work programme of 
‘the UNCTC and its regional joint units. 
Most developing countries seek to build 
‘up national capabilities with respect to 
«their policies affecting TNCs in order to 
harmonise foreign capital and technology 
¿inflows with national priorities as far as 
possible. This, of course, requires a bal- 
ance between regulation and promotion 
t is flexible enough to maximise and 
share benefits from foreign participation 
while minimising any possible negative 
impact. In this connection, host-country 
‚ governments may seek to renegotiate con- 
tracts, review foreign investment regimes 
or. consider alternatives to foreign direct 
"investment such as joint ventures, turnkey 
«projects, licensing. agreements, manage- 
ment contracts and so forth. 
The UNCTC can assist UN member 
_ governments by undertaking research and 
analysis and providing technical advisory 
апа information services. Such activities 
"provide information about available alter- 
natives, assist in strengthening national 
capabilities and promote understanding of 
the impact of TNCs. Thus, whether TNCs 
are mythical or real giants that dominate 
‘the world economy, small developing 
'countries, among others, may not have 
“comparable information and negotiating 
_ strength when dealing with TNCs. 
^ Finally, international arrangements 
such as a code of conduct on TNCs are 
„deemed necessary because. national regu- 
ations can be weak or uncertain as well as 
nadequate to deal effectively with the 
obal strategies of TNCs. TNCs also have 
_ generally recognised the importance of in- 
ternational norms or “rules of the game" 
“concerning the rights and obligations of 
both host governments and foreign inves- 


TYN MYINT-U 

Chief, Economic and Social 

^c Commission for Asia and the 
oo Pacific INCTC Joint Unit on TNCS 








ous of the facts in 





bute T law yer Poking: David via (338731 ex 317) 

| тп : to а : 5 Seoul: Shim Jae Hoon (723-3696) 
I was delighted to read Richard Hughes Singapore: V. б. Kulkarni (2203720) 
tribute to Mamoru Shigemitsu’s Tokyo ` Tokyo: Mike Tharp, Sing 
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. Tales, REVIEW, Nov. 3] may at first 





- Dasis contemp! 
his article [REviEW, 
Oct. 20], in which he pours more fuel on 
the — constitutional: controversy іп 
Malaysia. It is either a figment of his ima- 
gination or a prevarication to report that 
the Sabah chief minister and his cabinet 
were at Kota Kinabalu's airport on Oc- 
tober 10 at 4 p.m. "waiting for his majesty 


to arrive." Regional ; 
It is also untrue that. there were .. Jonathan Sharp (Deputy) 
Patrick Smith, Ashley Wright ¢ 


hundreds of schoolchildren lining the 
streets to welcome the king. The state gov- 
ernment was informed well beforehand 
that the king would not be arriving to at- 
tend the conference and the schools were 
notified through ‘the Education, Depart- 
ment. 


Business Editor: Anthony Roy 
Paul Sillitoe (Deputy): 
Jose Galang, Christopher Wood tant: 








Kota Kinabalu ROSE TAN 
: . Salamat Ali [South and West Asia); 
e K. Das replies: I am not alone. The “* Jan Buruma (Arts and Soci 
local newspaper, The Sabah Times, which Nayan Chanda рона. 
is government-controlled, wrote in its Oc- Robert рай (Ching 2 
isue: “Th su Gene Gregory (Technology); 
tober 11 issue: "The Yang di-Pertuan Mary Lee, Teresa Ma (Hongkong); 
Agung and the Raja Permaisuri Agung °°" Andrew Tanzer (China Trade) 
did not arrive as scheduled at 4 p.m. today Focus Editor: Donald Wise 
and efforts to confirm the position of their Art Director: Morgan Chua; 
majesties’ visit were to no avail . . . Many Frank Tam (Assistant) 
dignitaries, government servants and Production Editor: Hiro Punwani; 
Edgar Chiu (Associate) 


schoolchildren were caught unaware. 
They waited patiently at the airport this 


afternoon but the Royal Malaysian Air € bcn 
Force F28 plane which was supposed to fl . Bangkok: John Ў 
іп their majesties and their entourage did мы шүн chemist bil ae 


not come.” Manggi Habir (339638) . 
Kuala : K. Das (208972, 


sala Lumpur: ) 
Manila: ү (572081) 


George Furness [REVIEW, Sept. 29]. I can 
only endorse what he says and point out 
that the testimony presented by Furness 
from British diplomatic and political 
sources was regarded with suspicion by 
the British Foreign Office. Serving dip- 
lomats did all they could to hinder Furness 
in his search for evidence that might pre- 
sent his client in a favourable light. 

Niigata ROGER BUCKLEY 


Taxing experience 
The. HK$100 (US$12.80) departure tax at 
Hongkong's Kaitak Airport [Traveller’s 


‘Washington: Richard Nations (783-6220). 
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thought appear unreasonably high in view 
of the inadequate and/or chaotie passen- 
ger handling facilities there. I must, how- 
ever, draw your attention to an even 
worse and more blatant official 
“squeeze.” The departure tax at Perth, 
Western Australia, is A$20 (US$18.45). 
For this princely fee, the passenger is mis- 
handled in a manner that makes Kaitak 
appear luxurious by comparison. Perth 
Airport is decidedly primitive and devoid 
of ali facilities. 
Singapore 
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Our spy-in-the-sky put 
these men out of work. 
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y POACHING ISHERMAN 
b Spotted easily in margins! 
weather thanks to li 
sophisticated airborn габат. 


HE Nomad Searchmaster 
is a unique and proven 
patrol aircraft, that represents 
the best maritime surveillance 
package currently available for 

coastal surveillance. 

The range includes the 
Searchmaster 'Lima' with chin- 
mounted radome equipped 
with 360? Litton search radar. 

‘Sublima’ with nose- 
mounted 240? radar or 'Bravo 
with for ward-looking 120* 
Bendix Target radar. 

Nomad Searchmasters 
have proven their efficiency 
in the protection of off-shore 
resources, control of illicit 
trade and entry, and security 
of coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance, 
the Searchmaster offers all 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircraft's operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad 

genealogy. 

Features like low service 
and maintenance costs, 
unsurpassed crew vision and 
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comfort, real low- 

speed manoeuvrability 

and outstanding 

STOL capability. 
Searchmaster 

comes with full 

technical and spare-parts 

back-up through the wide 
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resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 

3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 


SEARCHMASTER 





SEE US AT THE ASIAN AEROSPACE EXHIBITION, STAND 546, SINGAPORE CHANGI AIRPORT 18-22 JANUARY 1984. 














FAR EASTERN ECONOMIC 


Although the government is putting a brave face on things, the 
economic damage done by the Sinhalese-Tamil rioting in Sri 


Lanka in July 
S 


to the island 


has been considerable — and the damage done 
fragile race relations is even worse, with the two 


sides seeming hopelessly polarised. V. G. Kulkarni reports on 
the situation today; its historical background; the economic 
and social positions of the two groups; the effect the riots 
have had on relations with India, and on the feelings of Tamils 


now towards the army, which they accuse of doin 
protect them. Sri Lanka is an island of tears. Pages 
: Vijatha Yapa. 
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ап ministers reserve 
nent on Australia 
oreign ministers met in 
on November 7, but 
dlittle beyond signing a 
` and Supplementary 
ent on Asean industrial 
ventures aimed at extend- 
n cooperation to the 
Expected 


Cambodia were post- 
vcd until after Australian 
mé" Minister’ Bob Hawke 
sits Bangkok this month. 
Recent remarks by Hawke 
eaffirming Australia’s support 
or Asean moves ovet Cam- 
dia have helped to clear the 
according to Indonesian 
reign Minister Mochtar 
.usamaatmadja. “Obviously, 
sean-Australia relations are 
portant and one would. not 
о take decisions in a 
у,” he said. 

— MANGGI HABIR 


a one-day visit to 
arta; West German Chan- 
ellor Helmut Kohl called on 
Third World countries to give 
heir support in trying to per- 
the Soviet Union to 
gree to a balanced and verifi- 
ible form of disarmament. The 
it was the first by a West 
rman chancellor to Jakarta, 
ugh Kohl has met President 
harto on a previous occa- 

n. 
During the talks, Indonesia 
аһеа on West Germany to 
Ip reduce the two countries’ 
rade imbalance, which favours 
West Germany. West Ger- 
"many is the seventh largest 
market for Indonesian exports 
nd the fourth largest source of 
~~ MANGGI HABIR 


[пе Japanese have decorated a 
"former special aide to Indone- 
sian President Suharto, Sujono 
“Humardani, and the former In- 
donesian economic. coordinat- 
ing minister, Widjojo Nitisas- 
tro, with the highest medals 
granted to foreigners. Humar- 
dani has served mainly as a link 





through the aid group, “the 


Inter-Governmental Group on 
Indonesia. 

Both men came under attack 
in early 1974 when demonstra- 
tions and riots greeted then Ja- 
panese prime minister Kakuei 
Tanaka on his visit to In- 
donesia. The Japanesefeel that 
subsequent events have vindi- 
cated the two men’s roles. 


— SUSUMU.AWANOHARA 
South Korea and Pakistan have 





raised their diplomatic ties to 
full ambassadorial level — a 
boost for Seoul and a diploma- 
tic setback for North Korea in, 
South Asia. Pyongyang's rela- 
tions with New Delhi and Col- 
отро "аге already cool, and 
Burma: severed ties with the 
North following the October 9 
bomb. attack in Rangoon. Is- 
lamabad was the last capital in 
the region where North Korea 
had enjoyed superior diploma- 
tic status. —- SHIM JAE HOON 


Pro-Tamil radio 
station on the air 
A clandestine radio station 
supporting Tamil secessionism 
in Sri Lanka went on the air on 
November 5, broadcasting 
from an otherwise deserted is- 
land off northern Sri Lanka. 
According to a militant youth 
group called the People’s Lib- 
eration Organisation of Tamil 
Eelam, whose leaders are 
based in India, the station was 
set up with equipment bought 
from West Germany. This 
group has claimed responsibil- 
ity for organising a recent mass 
jail break in Sri Lanka in which 
56 Tamil detainees escaped. 

— MOHAN RAM 


Uzbekistan gets 

new party chief 

Sharaf Rashidov, first secret- 
ary of the Communist Party of 
Uzbekistan in Soviet Central 
Asia for the past 24 years, died 
on October 31, a week before 
his 66th birthday. In recent 
years he had represented the 
Soviet Union on visits abroad, 
including Afghanistan and 
Ethiopia. 

Rashidov has been suc- 
ceeded by Inamzhon Usman- 
khodzhayev, who was elected 
president of Uzbekistan in De- 





between the two economies” 
private sectors, while Widjoje 
was the official link, pri у 


“| ment organisations. 





ious: local party and. govern- 


ALANS 


South Korean firm wins 
US$3.3 billion contract - 
Following two-and-a-half years 
of secret negotiations, Dong 
Ah Construction of South 
Korea has signed a US$3.3 bil- 
lion contract with the Libyan 
.Government to build a 1,900- 
km.  waterway to 
around. 4 million tonnes of 
water.a day from sources in the 
„southern part of the country to 
Libya's more heavily. popu- 
lated coastal regions. Dong Ah 
subsidiaries will also build a 
road parallel to the waterway 
and two plants producing pre- 
stressed concrete cylinders to 
supply the project, with techni- 
cal ‘assistance from Price 
Brotliérs of the United States. 
' The announcement of this 
huge project has fuelled op- 
timism over the prospects for 
South Korean construction 
firms in the Middle East, de- 
spite the fall in oil revenues and 
resulting project cutbacks. The 
Dong Ah contract brings this 
year's total overseas construc- 





cember 1978 after heading var- 


tion contracts won by South 
Korean firms to around 70% of 
the 1982 total of US$13:4 bil- 
lion. — PAUL ENSOR 


Asean officials arrived for talks 
in New Zealand on November 
5 with a list of several hundred 
export items they fear will be 
adversely affected by the 
Closer Economic Relations 
(CER) free-trade treaty signed 
between Australia and New 
Zealand in March: They fear 
that CER could cause diversifi- 
cation of trade from their coun- 
tries’ exports to those of Aus- 
tralia. 

Throughout negotiations to- 
wards the treaty, both coun- 
tries emphasised that it was in- 
tended to be outward-looking 
and New Zealand officials reit- 
erated this at the talks in Wel- 
lington. — COLIN JAMES 


on Philippine boris ^ 


Philippine banks are now re- 
quired tó turn in to the Central 
Bank of the Philippines all 
their foreign-exchange receipts 
from such transactions as mer- 











supply | 








collected, which previously 
was only 80% of total receipts, 
the central bank is to-set-up a 
pool from which US dollars will 
be drawn to meet payments for 
certain priority itéms, such as 
oil imports; Official Develop- 
ment Assistance loans; trade- . 
related payments for inputs to 
export products; raw materials 
for vital industries and. food- ' 
grains; interest on bank loans, | 
and inter-bank loans. i 
Monetary officials said the 
measure would ensure that cur- ` 
rently, scarce foreign exchange 
will be available for importing 
necessary supplies and spares 
for key industries. The Philip- 
pines is experiencing а serious 
haemorrhage of capital which 
already has resulted. in its 
calling for а moratorium, on 
foreign-debt payments until 
Janüary 17, 1984 (REVIEW, 
Oct: 20). — JOSE GALANG 
World Bank issues more 
yen bonds in Tokyo 
The World Bank has made 
another public offering of yen 
bonds in Japan. The latest 
issue, of ¥20 billion (US$85.8 
million) 12-year bonds with a 
coupon rate of 7.8% and an 
issue price of 99,35%, wa 
made through а syndicat 
headed by Daiwa Securities 
and Industrial Bank of Japan. 
This brings to ¥2.3 trillion the 
total of World Bank yen bonds, 
of which ¥1.7 trillion remains 
outstanding. ^ — MIKE THARP 


Tasman investment 
freeze thawing 


New Zealand Prime Minister 
and Finance Minister Robert 
Muldoon has relaxed his coun- : 
try's freeze on Australian in- 
vestment in New Zealand, im- 
posed in May after the Austra- 
lian Government refused to 
allow: the British-owned Na- 
tional Bank of New Zealand — 
the only one of New Zea- 
land's four trading banks not 
operating in Australia — a li- 
cence to trade there. 

Muldoon said he had been 
sufficiently encouraged бу 
talks with Australian Treasurer 
Paul Keating in Washington in 
October to approve eight fro- 
zen _ Australian. investment 
proposals. . Keating. said the 
Australian Government would 
be. looking at. New Zealand in- 














4 vestment proposals (other than 


that of the National Bank) 
hich had been held up by Au 


‘COLIN JAMES - 






BLAST EFFECT 
The bomb blast in Rangoon on 
October 9 has destroyed any chance 
that France might establish full 
diplomatic relations with North 
Korea in the foreseeable future, 
according to diplomatic sources in 
South Korea. France. obviously 
shares the view that Pyongyang 
masterminded the attack, which 






Rango 

that would appear to be 
accommodating towards 
Pyongyang. 


SITE-SEEKING 
Disturbed by developments іп the | 
Philippines following the | 
assassination of Benigno Aquino in 
August, the United States Defence 
Department is believed to be 
looking for other possible sites in 
Asia for a naval base. In this 







- headquarters by Bangladesh's 





connection, observers find the 
unannounced stopover in Colombo 





‘Wal THE WEEK 


AFGHANISTAN 

Guerillas killed 16 Afghan officials in a sur- 
prise attack near the border with Pakistan, 
rebel sources said (Nov. 6). 


“AUSTRALIA 

immigration Minister Stewart West re- 
signed from the federal cabinet following its 
decision to allow the Roxby Downs uranium 
project to go ahead (Nov. 3). The ruling 
Labor Party caucus approved the uranium 
project (Nov. 7. 


BANGLADESH 

Chief martial-law administrator Lieut- 
Gen. H. M. Ershad issued an ultimatum to 
the opposition following an anti-government 
strike (Nov. 4}. 


BURMA | 

Burma announced that North Korean com- 
mandos were responsible for a bomb attack at 
the Martyr's Mausoleum and severed dip- 
lomatic ties with Pyongyang (Nov. 4). 


CHINA 
Five officials who played à leading role in the 
Cultural Revolution were given prison sen- 
tences of up to 18 years by a Peking court, it 
was reported (Nov. 3). At least 34 people 
were killed in an earthquake which hit Shan- 
dong province, local officials said. Richard: 
Evans, a deputy under-secretary at the British 
Foreign Office, was named ambassador to Pe- 
king; succeeding Sir Percy Cradock (Nov. 8). 



























































introducing the long-standin 
socialist ideology at a time when 
recent global tragedies have 

elevated Japanese consciousness 
about national securit ibashi- 
may be trying to show i 
that the time has come 
in the party's basic fc 


SECRETS TO SHARE ` 


Speculation is mounting : 
áreas in which the Uni 
ina are enhancing th 


by Defence Secretary Caspar 
Weinberger on his way to [slamabad 
from Hongkong, and the recent visit 
to the US Pacific Command 


military ruler, Lieut-Gen. H. M. 
Ershad, significant. Colombo and . - | 
Chittagong are possible naval 
bases. 


ATTACK THROUGH DEFENCE 
Some analysts in Tokyo speculate 
that Masashi Ishibashi, the new, 
chairman of the Japan Socialist . 
Party (JSP), has ulterior motives 
behind his public defence of the 
party's foreign policy of unarmed 
neutrality. Ishibashi debated in 
parliament with Prime Minister 
Yasuhiro Nakasone after the 
downing of the,Korean Air Lines 
Porn 747 by a Soviet fighter | 
aircraft in September. He stressed 
unarmed neutrality and discussed it, 
inconclusively, with Chinese 
Communist Party leaders later in 
Peking. But there is speculation that 
the socialist leader is trying to 
discredit the policy before the 
Japanese public, while gradually 
moving the party to a more realistic 
stance on national security. By 


shington recently have 
questions about increased 
coordination of covert activities wi 
regard to Cambodia and c 
Afghanistan. Meanwhile, a secret ` 
| visit made to Peking in late October 
by US Defence Intelligence Agency 
director James Williams hints at 
possible increased sharing of ^" 
intelligence on the Soviet Union. It 
is an open secret that the US built 
facilities in Xinjiang for tracking - 
Soviet missile tests after such 
| facilities were closed down in Iran 

























































test against Reagan's scheduled visit to Sout 
Korea, it was reported (Nov. 8). 


MALAYSIA d 

Directors of the Hongkong: subsidiary © 
Bank Bumiputra Malaysia, Bumiputra 
Malaysia Finance, resigned over the Carrian 
loans scandal, the bank said (Nov. 2). The 
youth wing of the United Malays National O 
ganisation backed government legislation to 
curb the power of the king and the state rule 
(Nov. 4). 


INDIA 

West German Chancellor Helmut Kohl ar- | 
rived on an official visit (Nov. 6). At least 14 | 
people were killed and 60 injured'in a bomb 
blast at a railway station in Assam, the Press 
Trust of India said. Police arrested dozens of 
supporters of the ruling Congress party dur- | 
ing а 24-hour protest strike in Jammu and | 
Kashmir state, police said (Nov, 7). Police ar- 
rested 60 people in connection with the bomb | 
blast in Assam, it was reported (Nov. 8). | 


INDONESIA 

| PAKISTAN 
The government detained two oppositio! 

politicians and later ordered one of them out 

of Punjab province, a spokesman for the 

banned Jamiat Ulema-e-Pakistan party sai 

(Nov. 3). 


SOUTH KOREA 
South Korea appealed to the international 
community to withdraw recognition of North. 
Korea over the Rangoon bombing which 
killed four South Korean cabinet ministers 
(Nov. 5). The United States-South Korean > 
Combined Forces Command held a military 
exercise near the North Korean border. 


West German Chancellor Helmut Kohl ar- | 
rived for an official visit (Nov. 4). Asean | 
foreign ministers at a meeting in Jakarta de- | 
cided to establish a commission to develop | 
further the group’s proposal for Vietnamese 
troop withdrawal from Cambodia (Nov, 7). 


JAPAN 
Nine people were arrested as three rallies 
were held in Tokyo and northern Japan in 
protest against the forthcoming visit of Unit- 
ed States President Ronald Reagan (Nov. 6). 
The government and the ruling Liberal 
‘Democratic Party agreed to dissolve the 
lower house of the Diet on November 26 and 
to hold a general election on December 18. | 
Japan announced a package of restrictions on 
its rélations with North Korea following 
Burma's announcement blaming Pyongyang 
for a bomb blast at the Martyr's Mausoleum 
in Rangoon (Nov. 7). Eighteen Korean stu- 
ike to pro- 


THAILAND 
Nearly 700 guerillas, including Muslim 
separatists, communist insurgents and mem- 
bers of the Communist Party of Malaya, sur- 
rendered to authorities at a ceremony i 
southern Thailand (Nov. 2). : 












dents in Tokyo went oma hungers 
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Engineering Europe. | Food-product Europe. 


You could almost say that Swissair's European modern aircraft. And it isn't just the short cor 
route network with its.48 destinations was some- necting times which make up for the detour t 
thing along the lines of a continental yellow pages. Switzerland and the airports of Zurich and Genev: 
-The maps show you at a glance how well Because these two airports are so interesting an 
Swissair's route network fits in with the economic comfortable that the may almost make too goo 
geography of Europe. So they also give an idea of a job of: helping the me pass more quickly 0 
how much importance Swissair attaches to its non- Swiss territory. : | 
European customers’ business un and economic | = Your expe ence will be much the same whi 
conta ith Europe. ~~ travelling on Swiss t ry at à height of 10 
Th You'll be so well looked after and pampered amid 
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hether you're flying Swiss Class or First Class, 
уш be able to get down to business relaxed and 
вооа humour. 


The choice meals, the drinks offered by Swissair, - 


large selection of international newspapers, in the 
С-10 апа B-747 the eight music programmes, the 
im show and a comfortable seat which passengers 
avelling on the non-reduced Economy fare can 
ready choose when booking ~ all this creates an 


osphere in which you can sense, even a you fly | 


ѕ our continent, that, up above the 
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Swissair belongs well and truly to the European 
Community. 

And anyone. who. flies. to Swissairs Holiday 
Europe for a little *dolce far niente" instead of on 
business has even more reason for pleasant anti- 
cipation if the relaxation already begins on the way. 








A nearly a month of painstaking in- 
vestigation clearly designed to satisfy 













оп bomb explosion firmly 
a by кше relations with 


















































een made at an emergency cabinet tHéet- 
ng called a day after authoriti&&^com- 
leted interrogating two captured 'sHbo- 
urs they identified as captain’ 
North Korean army. But Rangoon 
¿sources told the Review that tfe "an- 
“nouncement "reflects a decision froiti the 
“very top," meaning that ruling Burmese 
Socialist Programme Party (BSPP) chair- 





€ sort of action to be taken. The reclu- 
rongman was described.as "furious 
mbatrassed” over the devastating 


Xople, including four South Korean 
binet ministers who were accompanying 
outh Korean President Chun Doo Hwan 
n a state visit to Burma. 
< Chun was clearly the principal target of 
he assassins, but he was late reaching the 
site of a wreath-laying ceremony at the 
Aung Sang Martyr’s Mausoleum, and it is 
believed practice notes played on a Bur- 
теве soldier’s bugle were the inadvertent 
ignal that set off a powerful command- 
| detonated Claymore mine in the ceiling of 
е open-sided structure. Three police- 
men later died when one of the two Ko- 
 reans now in custody detonated a hand 
. grenade as security forces closed in on him 
three days after the bombing. 
The Seoul government accused Pyong- 
yang from the outset of being behind the 
ombing; but Rangoon initially said only 
hat three "Koreans" were involved, re- 
fusing to identify them further as having 
‘соте from the North or South. Rangoon 
also maintained' a stoic silence on the 
bombing until. the latest announcement. 
When the crunch finally came, 12 North 
orean diplomats assigned to Burma and 
bout eight dependents were given 48 
ours to leave the country: The diplomats 
-departed with their families just inside the 
deadline on a special jetliner flown to 
Burma from Pyongyang. They had tried in 
vain to charter. à Burma Airways Corp. 
aircraft for the trip home. 
> Despite South Korean impatience over 
the pace of the bomi 
were surprised that the 









ts "policy of unwavering neutralism,, 





er 9 blast, which took the lives of 21 _ 





speedy and as firm as it was “within the 
Burmese context.” Without going into de- 
tails, the Rangoon government statement 
said: “The statements of the two captured 


Koreans, the articles seized and other 


facts obtained from, the “investigations 
have firmly established that the explosion 
was the work of saboteurs sent by North 
Korea.” 

Newsagencies quoted official sources as 
saying the two Koreans ispoke fluent Rus- 
sian and Chinese and that the translator 
during interrogation sessions at a military 
hospital near Rangoon airport was a 
Chinese-speaking Butmese police officer. 
But the ambassadors of the Philippines, 
Sri Lanka and Indonesia, invited to see 
and exchange words with the captives on 
October 25, doubted whether one of the 
saboteurs was in any condition to be ques- 
tioned because of extensive head wounds 
and the fact that he was delirious. 

The other captive, who lost an arm 
when he detonated the grenade which kill- 
ed three policemen, was more coherent. 
Told by interrogators that Chun was seri- 
ously injured, he is reported to have raised 
his remaining arm and said: "Mission ac- 
complished." A third assassin, thought to 












be a North Korean major, was killed try- 
ing to escape the post-bomb dragnet. 

The Burmese statement said the two 
survivors would be put on trial and dip- 
lomatic.soufees believe both face the 
tence. As one put it: “They have 
killed Burmese people so I think they will 
be treated as оттоп murderers.” 






he three killers apparently landed from 
a North Korean freighter which call- 
ed at Rangoon two weeks before the 
bombing. Authorities have yet to explain 
where the three hid during the intervening 
period, how: they planted the explosive 
and why Pyongyang did not plan their es- 
cape more ‘carefully, given the profes- 
sional touch so apparent in other aspects 
of the bombing. 
It was the first time Burma had severed 
relations with another country and dip- 
lomats said it was clear from the way the 


"Burmese authorities went about their in- 


vestigation that they did not want to be 
seen as being unduly influenced by the 
South Koreans. Seoul officials claimed the 
Burmese informed them privately 

long after the incident that they were соў 
vinced the North Koreans were behind it. 





A show of indignation 


о strongly condemns Pyongyang for the bombing 
but mposes only moderate sanctions on the North 


By Mike Tharp 

Tokyo: Japanese relations with North 
Korea will be strained beyond previous 
arms-length dealings now that the Bur- 
mese Government has implicated Pyong- 
yang in the ‘Rangoon bombing. Japanese 
officials used strong diplomatic language 
in condemning North Korea’s involve- 


| ment in the attack and quickly announced 


several sanctions. 
Chief cabinet secretary Masaharu 
Gotoda called the Rangoon incident “in- 
excusable" and "an inhumane act" which 
should be condemned internationally. But 
in considering various unprecedented 
measures їо express outrage over the 
North's apparent guilt, Tokyo acted deftly 
to align itself with Washington and Seoul 
on the issue while keeping the sanctions at 
a level designed not to isolate Pyongyang 
further. : 
North Korea-watchers and North Ko- 
sources in Tokyo said Pyongyan 








would suffer some immediate diplomatic 
damage from Rangoon’s’ action, espe- 
cially among non-aligned nations. But the 
sources said the impact on the North's ties 
with its main allies — the Soviet Union 
and China — would be marginal, and that 
the Soviets and Chinese would probably 
rally to North Korea's side. 

"To a certain extent this will affect 
Pyongyang's relations with non-aligned 
countries," said one North Korean 
source. "But Burma exerts little influence 
in the non-aligned movement, so the 
major impact will be on Pyongyang' s rela- 
tions with advanced countries," He also 
claimed the Burmese action was the cul- 
mination of many years of effort by South 
Korea and the US. to discredit: North 
Korea with other governments. 

Under the sanctions imposed by Japan, 
Japanese diplomats in third countries can- 
not. contact. North’ Korean officials, and 
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Rangoon established Telations with the 
two Koreas in May 1975, but because 
North Korea was the. only communist 
state which had fraternal party links with 
the BSPP, Pyongyang was considered to 
have a political edge over the South Ko- 
reans. Seoul, however, was well ahead of 
its communist rival in forging economic 
ties. Two-way trade between the two 
countries has been increasing steadily, 
and the South Koreans are currently en- 
gaged in building a U$75 million multi- 
purpose dam near Mandalay, which rep- 

Mene the biggest construction project 
ever undertaken in Burma. 
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The Burmese statement is certain to be 
accepted аѕ ће last unbiased word on the 
bombing by an overwhelming majority of 
countries around the world because of the 
strength of Rangoon's neutralist creden- 
tials, which was demonstrated in 1979 
when Ne Win backed out of the non- 
aligned movement because he felt it was 
drifting into the Soviet camp. Diplomats 
say that Rangoon's extreme action of de- 
recognising Pyongyang is a telling blow 
which is likely to’cast the North Koreans 
deeper into isolation and give the South 
Koreans a decided advantage in their rela- 
tions with other nations. 


Japanese public employees will not be al- 
lowed to visit North Korea. In the past, 
several North Korean trade, fishery and 
other officials, as well as members of 
Pyongyang's Korea Workers' Party, have 
visited Japan as members of delegations. 
Some Japanese Government officials also 
secretly have travelled to Pyongyang, 
probably on trade missions and scientific 
and cultural exchanges. These direct con- 
tacts will stop for some time. 

The government was also considering a 
ban on charter flights between the two 
countries, which do not have formal dip- 
lomatic relations. Currently, there are no 

. direct flights between the countries. 
Foreign Ministry officials also indicated 
that requests to enter: Japan by private 
North Koreans would be examined more 
closely than in the past. None of these 
steps has been taken previously — in 1968, 
for example, when North Korean com- 
mandos attacked South Korea's presiden- 

. tial palace or when North Korean ships 
seized the American spy ship Pueblo. 

Diplomats and other analysts were 
clearly concerned that widespread critical 
reaction to the North's involvement might 
force Pyongyang into even more isolation 
and introversion. These analysts suggest 











„Pyongyang will probably retreat from . 


most contacts with other developing na- 
tions and from the West temporarily, but 
will move closer to both Moscow and Pe- 
king. “I think North Korea will approach 
the Soviet Union even more than it has in 
the past because tension is rising," said 
Kiyoshi Takase, a professor and North 
Korea specialist from Takasaki Economic 
University. “North Korea depends deeply 
on its military relationship with the Soviet 
Union." 

One interesting diplomatic develop- 
ment stemming from the Rangoon bomb- 
ing has been the establishment of a formal 
channel between Japan and China to coor- 
dinate their efforts aimed at reducing ten- 
sion on the Korean peninsula. Japanese 
officials stressed that the channel would 
be used mainly in times of emergencies on 
the peninsula, "but so far there hasn't 
been such a dangerous move by either 
North or South," one official said. 

The reaction of Moscow and Peking to 
the Burmese announcement also has been 
interesting. Chinese newspapers re- 
printed both the Burmese statement and 
North Korea's harsh rejection of its alle- 
gations. But the Soviet press ran only the 
North's reaction. Neither communist gov- 
ernment carried its own commentary on 
the incident — in itself a commentary. 
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South Korea welcomes 
the decision after an 
uncomfortably long wai 


By Shim Jae Hoon 














































alert. in anticipation of a possible . 
Korean reaction against the South follow 
ing.the news from Rangoon. Officials her 
also feared that Pyongyang might act t 
raise tension along the 155-mile-l 
DMZ prior to and during the visit to Seo 
and to the DMZ of United States Pr 
dent Ronald Reagan on November 12. 
South Korean President Chun 
Hwan is expected to discuss wit i 
ways of punishing the North for the bo 
ing as well as common measures ! 
taken to strengthen the South's mili 
preparedness. Reagan is expected 
Chun that Washington will rebuff 
gestion from the North on. possibl 
tente and diplomatic contacts with the | 
Since the bombing, Seoul officials 
been visibly impatient with what 
viewed as the snail's pace with whi 
goon was proceeding with its investig 
into the bomb attack. The situation: 
causing Chun embarrassment athome 
abroad, but when Rangoon finally 
action, Chun’s position strengthened 
was “truly fantastic news,” one 
legislator said as the National Assem 
met to discuss the outcome of Ra 
investigation into the bombing. A F 
Ministry official said South Korea di 
not to have pushed the Burmese t i 
during the investigation. “Our patie 
has paid off," he said. 
Industry sources said Burma's : 
ance of diplomatic relations, as well as íi 
withdrawal of official recognition 
mean the scrapping of all economic à 
commercial ties between Rangoon and 
Pyongyang. This could offer Seoul an op- 
portunity to upgrade its trade and other 
ties with Burma by filling the void left by. 
Pyongyang's departure. | 
Under а 1977 economic agreement, t 
North has helped to build and à 
tin smelter, a glass-manufacturing plan 
hydroelectric plant and a —€— die 


Debate deferred 


President Marcos avoids decisions on the succession 
question, instead stressing the need for economic reform 


By Guy Sacerdoti 
Manila: After two years of spirited debate 
in the local press and 90 minutes behind 
closed doors at President Ferdinand Mar- 
cos’ Kilusang Bagong Lipunan (KBL) 
party caucus on November 8, the issue of 
idential succession has effectively 
n placed on the backburner yet again. 

Ever since Marcos dismantled the Unit- 
ed States-style political structure of presi- 
dent, vice-president, senate and congress 
with the declaration of martial law in Sep- 
tember 1972, he has kept the issue of suc- 
cession sufficiently muddled to ensure 
what has virtually been one-man rule: 
And despite the pressing need to plan for 
the future, Marcos, forever the politician, 
is trying to maintain the widest range of 
options for himself without creating the 
p of being forced to show his 

nd as to whom he favours as his even- 
tual successor. 

Responding typically to a motion from 
Marcos, the caucus agreed to defer the 
po of reinstituting the vice-presi- 

ncy — or of designating the prime 
minister as immediate successor — to а 
committee of seven which will study the 
issue and give Marcos its recommenda- 
tions. With talk of extensive surveys 
among constituents and no time limit on 
deliberations, Marcos has upheld his ini- 
tial reaction to the debate, which was that 
it was “untimely.” 

Marcos told the KBL to channel its at- 
tention instead towards economic and 
monetary reforms to bring the country out 
of its currently desperate financial straits. 
To p that seemed a contradiction in 
terms. While bank skittishness following 
Latin American debt rescheduling cer- 
tainly played some role, what set the 
Philippines apart from these financially 
distressed nations was that it was primarily 
a political crisis of confidence which re- 

ed in the panicked plea for a debt 
moratorium and rescheduling. 

In the aftermath of the August 21 assas- 
sination of opposition leader Benigno 
Aquino and heightened concern over 
Marcos' health, the uncertainty over suc- 
cession increased the banks' worry about 
political risk, and short-term lending came 
to a virtual standstill. The delicate negoti- 
ations among the International Monetary 
Fund, the World Bank and a group of 12 
of Manila's largest lenders will to a large 
extent depend not solely on whether the 
country is willing and able to take the ex- 
treme austerity measures necessary. It will 
also rely on whether the banks are satis- 
fied that there is enough political stability 
to warrant stretching currently maturing 
loans into the medium and long term. 

Locally, the issue remains just as impor- 
tant. Despite Marcos' disclaimers, people 
20 ) 


remain worried about the possibility of in- 
creased military involvement in politics, 
about the ambitions of Marcos' powerful 
wife, Imelda, and the machinations of 
presidential cronies in wielding their 
economic influence. With the current suc- 
cession process vague, life after Marcos 
remains an uncertain arrangement. 
Under the current constitution — re- 
written and amended numerous times in 
the nation's nine years of martial law — 
should Marcos die or become incapaci- 
tated, the Executive Committee, consist- 
ing of no more than 15 members ap- 
pointed by Marcos (and chaired by the 
prime minister), rules collectively. Within 
30 days, it must request the Batasang 
Pambansa (National Assembly) to call for 





a presidential election, to be held within 
45 to 60 days. 

If succession occurs within 18 months of 
the normal end of a presidential term 
(Marcos' current six-year term runs to 
1987), then the Executive Committee runs 
the government until normal elections are 
held. That means that if Marcos leaves the 
scene before 1986, the interim govern- 
ment, of which the prime minister would 
be spokesman, would rule for only a maxi- 
mum of 90 days. 


Mis has tried to calm the succession 
jitters, in particular on the internation- 
al front, by saying that the prime minister 
would be able to speak for the Executive 
Committee, as Marcos currently speaks 
for the government. Although Prime 
Minister Cesar Virata is well-respected, a 
vote of no-confidence from the assembly 
or a new appointment by Marcos could 
oust him. Although Marcos has said that 
the prime minister's job will rotate among 
government leaders (Marcos held the post 











until after the National Assembly elec- 
tions now scheduled for May 1984. 

But Virata is a reluctant politician. He 
has never run in an election and eschews 
the political horse-trading so prevalent in 
Philippine politics. The Executive Com- 
mittee is an unwieldy group currently in- 
cluding Deputy Prime Minister Jose 
Rono, Mrs Marcos, Trade and Industry 
Minister Roberto Ongpin, Defence 
Minister Juan Ponce Enrile, Budget 
Minister Manuel Alba, former vice-presi- 
dent Emmanuel Pelaez, Assemblyman 
Ronaldo Zamora, Cebu Governor 
Eduardo Gullas and Lanao del Sur Gover- 
nor Ali Dimaporo. As committee spokes- 
man Virata would be an unlikely control- 
ler during the 75-90 days until new presi- 
dential elections were held. 

This has been the main reason for the 
clamour to reinstitute a vice-presidency 
that would automatically assume interim 
control of government until a new election 
was called. The vice-president would also, 
it is assumed, have the inside track for his 
party's nomination. Prior to martial-law 
rule, two presidents, Manuel Roxas and 
Ramon Magsaysay, died in office and 
their vice-presidents took over smoothly. 

The main proponent for reinstating the 
vice-presidency is constitutional lawyer 
and KBL Assemblyman Arturo Tolen- 
tino. His plan, filed as a resolution in the 
National Assembly on October 24, calls 
for a vice-president to be elected from the 
same party and on the same ticket as the 
president. For the time being, a special 
election would be held along with the as- 
sembly elections next year to pick a vice- 
president, who could come from any 
party. 

Marcos feels this would make the Exe- 
cutive Committee redundant and would 
make him appear a lame-duck president. 
He does not want any other official to 
carry a national mandate and openly wor- 
ries about political instability should an 
opposition candidate win. Pelaez has 
proposed that the prime minister be desig- 
nated as interim heir-apparent, also to be 
elected with the president. He wanted to 
avoid the "spare tyre" image the vice-pre- 
sident carries and have someone intimate 
with the workings of government. 

But while there are variations on both 
themes, they are all procedural in nature 
and do not deal with the questions at the 
root of the issue: who would ultimately re- 
place Marcos should he be forced to step 
down early, and who would ensure that 
the transition of power was peaceful? 
Without Marcos, would the KBL splinter 
into disparate power factions? Would 
such factionalism spread into the Execu- 
tive Committee? How would the armed 
forces react? 

While Marcos is trying to find answers 
to these questions, his brief references, 
hints and pronouncements carry little cre- 
dibility locally because they tend to con- 
tradict one another. 

The best example of this concerns the 
Executive Committee. Marcos said in late 
October that presidential powers would 
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‘is likely Virata will retain the post 2 


/ 






oven SHEER nd n TS Car- 
ried photos of Virata as "the successor," 
Marcos' explanation said only that as he 
speaks for the government, Virata would 
speak for the committee. It remains the 
committee, then, that must speak for the 
government. As confusing as that sounds, 
in practice, Marcos has muddled the situa- 
tion further. 

When he left for a state visit to Saudi 
Arabia in 1982, Marcos sent to assembly- 
men and cabinet ministers a note saying he 
had left with the armed forces chief of 
staff, Gen. Fabian Ver, a list of instruc- 
tions, appointments and removals from 
office to be followed should anything hap- 
pen to Marcos during his trip. Afterwards, 
he said it merely told Ver to ensure the 
armed forces stuck to the-constitution in 
terms of succession. But the reference to 
appointments and removals hinted at 
something quite different. 

Most recently, while assurances from 
both. Marcos and the military have said 
that the military only acts in support of a 
civilian government, Ver became an un- 
precedented guest observer for the armed 






d. 


Mes Marcos: not so reluctant? 


forces at an early November cabinet meet- 
ing; rows of uniformed brass were intro- 
duced by Marcos to the November 8 KBL 
caucus. Marcos’ press release оп the 
caucus said he presented the military lead- 
ers to the party “in line with his policy of 
acquainting them of major decisions in- 
volving them and which they would help 
implement.” Since the only party deci- 
sions were to defer discussions of the vice- 
presidency and affirm priority. towards 
economic reform, it was difficult to see 
how they involved the military. 

In 1975, Marcos said the purpose of the 
martial-law era was to make another Mar- 
cos unnecessary — that strong institutions 
would wipe out the need for another 
strongman president. But in dismantling 
pre-martial law institutions, his new crea- 
tions — whether the KBL, the National 
Assembly, the Executive Committee and 
the enhanced armed forces — were all 
constructed on power relationships based 
on loyalty. Positions and influence re- 
mained at the whim of Marcos. 
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1981 financia erisis (when 
were left overextended and in need of gov- 
ernment bailout), control only those ele- 
ments of the economy they are allowed. 
However, they have now been given freer 
reign as the current crisis dictates. 

The prime political institution became 
not the presidency, but Marcos. And 
while he has tried to create credible in- 
stitutions, none has shown the indepen- 
dence necessary for creative policymak- 
ing. Should Marcos leave the scene sud- 
denly, the power vacuum would be deep. 

That is why, for example, as many times 


as Mrs Marcos says she intends to resign. 
from all her government posts, few politi- ; 


cians and businessmen believe her..Mrs 
Marcos’ duties, in addition to her seat on 
the Executive Committee, include gover- 
nor of Metro-Manila and minister of 
human settlements. 


О п November 8 at the Philippine Cham- 
ber of Commerce and Industry's. an- 
nual businessmen’s conference, Mrs Mar- 
cos again reiterated that she would resign. 
Many businessmen present said that hav- 
ing the president's glamorous wife, who 
favours expensive projects, step down 
from her government positions would be 
good for business morale, But most 
doubted that she would. 

In a spate of interviews with foreign cor- 
respondents in September, Mrs Marcos 
said she meant she would simply not run 
for re-election in the pe е. She as- 
sumed that her cabinet position would fall 
as a result and that her job as governor 
would be withdrawn by Marcos. 

But she also said she had not thought 
about the Executive Committee post and 
that she would remain in the KBL party. 
Marcos has said that when he goes, she 
goes. But he still emphasises that because 
she knows so much about the workings of 
government, she would have to remain 
close to his successor. 

However. Marcos has placed himself in 
a difficult situation. While he-wants to se- 
cure his legacy in Philippine history — and 
à smooth succession would help that — at 
this critical juncture he is unable to show 
his hand without ultimately weakening his 
hold on power. And yet, as the debt 
moratorium comes to a close in mid- 
January, if agreement is not reached with 
the banks despite approval of an economic 
programme, pressure for some substan- 
tive political commitment.may be neces- 
sary. 

Marcos has stated he does not want to 
deal with the issue of a vice-president or 
the necessary constitutional amendments 
until after the assembly elections in May. 
Even then, it is unlikely Marcos would 
identify any heir-apparent and sacrifice 


loss of complete power. Only partly in: 


jest, one banker looking into the debt re- 
scheduling and the question of political 
risk said: "Maybe Marcos should go back 
into seclusion and write a new book — the 
next 20 years of Philippine history — and 
then decree that everyone follow it." @ 













A ruler calls for. ў 
consultation to end 
a constitutional problem 


Yin 27100b 1 
By K. Das con. anieuliat 
Kuala Lumpur: The consitutionab onisis. 
, here seemed to have reached a highipioir us 
on November 4 when: 1 S(Qyouthhey x 
| from all over the романе Бра 
| sypport for the gover is attejnp? I _ 
| amend the, constitutions: slelegatestib. 
| the;special assembly of Апе) wind wh * 
| the United Malays. Nationgd Organisg 
| (Mmno), the main раге f 2 
| tional Front, also ріейрефѕпррогьќопийуе — 
| agfionkhe government may take to’ sÓWA 
the ensis. пома olf 
; But.the youth assembly — part of anati | 
tempi;by. Prime Minister Datuk беп _ 
Mahathir Mohamad to rally. Malay supe _ 
part for his attempts to change, the cons’ 
stitution — failed to achieve much and anys _ E 
impact it may have had was- soon, over- 
shadowed by other developments. |... 7 
Besides there was no indication. what 
action the government could take to end; 
the predicament it finds itself.in. Bills — 
passed in parliament in August.have not. 
become law because the Yang di-Pertuam 
Agung (king) has refused to give his assent 
and there is no indication that he is about 
to change his mind. Although .Umito. 
Youth is a shadow of the force it was in thei 
mid-1970s, the meeting was important ine - 
sofar as this was the first public demonst- _ 
ration by Umno over a crisis that, until te» 
cently, did not officially exist. |... = 
Central to the crisis is the amendment. G 
which makes royal assent-unnecessary in _ 
future lawmaking. If the king assents tor _ 
the August amendment, all future bills; — 
will become law if he бова not sign s л, 
15 days 
The | king, and the eight other state. m 
tans who elect a king from among their- 
number every five years, temporised at« 
first but then became adamant that they; — 
would not assent to the: law, which they 
feel would affect their positions. Under a: _ 
crucial provision of the:constitution: “thé, 
members of the Conference of Rulers тау | 
act in their discretion in any proceedings: _ 
relating to . . . the giving or withholding of} — 
consent to any law altering the boundaries. — 
of a state or affecting the privileges, 
tion, honours or dignities of the rulers." rt 
Three days after the youth meeting, 
Tunku Abdul Rahman, the first prime: 
minister of Malaysia; wrote in his weekly __ 
newspaper column in the tabloid, The: е 
Star: “This [amendment] truly was а dras- 
tic action to take and it brought fear to the: 
minds of the rulers and those who support: 
constitutional monarchy. Under Artiale' 
38(4) of the constitution ‘no law directly — 
affecting the priviléges, position, honours 
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at 
rs shall be consulted before any change of | 


policy affecting the administrative action 
nder Article 153 is made’.” Article 153 
deals with the special privileges of the 
Malays and the native people of Sabah 
апа Sarawak. 
In raising the issue, the tunku high- 
lighted the concern of the Malays in gen- 
ral, who still regard the royal houses not 
у as objects of their loyalty but as sym- 
ols of their own Malayness who protect 
heir traditions and head their religion 
ат) as well. In his hard-hitting article, 
ku went.on to say: “The amendment 
inly undermines the position in re- 
f the dignities and privileges of thé 
lers and should have. been passed only 
fter consultation with the Conference of 
ulers." It is now established that the 
'onference of Rulers, which met in Kota 
Kinabalu on October 12-13, decided 
gainst the amendment making royal as- 
unnecessary. But in the debate which 
me into the open after the tunku’s first 
rticle on the subject on October 17, no 
mber of the government has explained 
fhere was no attempt to reach agree- 
ment with the rulers. 







































































@ e senior minister told the REVIEW 
hat there was consultation with the 
ut this source shrugged off the sug- 
tion that all the rulers should have been 
ulted, indicating that this would have 
са futile exercise. He hinted that 
ome of them" had been "naughty" and 
d threatened to be difficult. 
n his article, the tunku conceded: 
эте of the rulers had perhaps not main- 
ained their integrity as symbolic heads of 
tate. Some have been known to interfere 
h the administration of the states, con- 
to the constitution, but they could 
ауе been called to task for this. I had in 
my time directed that all applications for 
and by the rulers be vetted by the prime 
ninister first." Some of the chief ministers 
ad riot cooperated for fear that. they 
ght displease the rulers. “But the fault 
of one or two rulers," the tunku wrote, 
_ "should not be used to punish the others." 
It is now common knowledge that some 
ultans enriched themselves by demand- 
ng huge tracts of land for timber extrac- 
-tion and mining purposes. Others insisted 
that they had the right to select state chief 
ministers other than those chosen by the 
. majority party in state governments. At 
least one sultan has refused to give royal 
assent to several state legislative bills. 
<o The tunku’s sharpest barb was reserved 
for Umno Youth. Recalling that the older 
Umno members had promised the sultans 
„in 1955 to “uphold the position of the rul- 
ers and that Malaya [as it then was] would 
.remain a sovereign independent state 
under a constitutional monarch, with the 
firm assurance that Malaya would never 
be a republic," he said that under Article 3 
of the Umno constitution, members are 
worn to “uphold the dignity, prestige and 















“effect the 









after the youth assemb y, wi dampe 

ting was supposed to have 
had. Even before the article it was clear 
that the campaign to garner the support of 
the Malays was not gathering any momen- 
tum. 

Observers of the crisis point out that the 
women’s wing of the party, Wanita 
Umno, did not call for any special assem- 
bly like the youth, though Wanita Umno’s 
president, Welfare Minister Datin Paduka 
Aishah Ghani, told the New Straits Times 
that the women supported the changes. 


any 


Malay public interest groups have gener- ` 


ally been silent. 

It is also noticeable that non-Malay 
partners of Umno, both оп the Peninsula 
and in East Malaysia, failed to say any- 
thing up to November 7. Umno’s only 
Malay partner, the Islamic party Ber- 
jasa, made itself heard from its branch in 
Kedah. Even opposition Malay parties 
such as Party Islam and Hizbul Muslimin 
and the leftwing Party Socialis Rakyat 
Malaysia remained silent, though they 
have been accused of harbouring republi- 
can sentiments. 

The crisis is expected to be debated 
heatedly in the coming weeks. As the 
tunku has pointed out, a meeting between 
the prime minister and the rulers is neces- 
sary and urgent to effect a compromise. 
But such a meeting is going to be difficult 
to bring about quickly without a lot of 
backpedalling. 

Meanwhile, the REVIEW has learned 
that the sultans have called another meet- 
ing on November 20. It is understood that 
a special delegation from Umno, led by 
Umno senior vice-president Ghafar Baba 
will meet the sultans on that day — if the 
sultans will see them. 

Large-scale public support for the 
prime minister may yet come. But the first 
of the rulers to speak out on the issue 
made it clear on November 7 that the solu- 
tion lies in dialogue rather than in a cam- 
paign that will create a confrontation. The 
Raja of Perlis told the press: "I am willing 
to talk to anyone who wants to talk to me 
on the matter. It is not my intention to op- 
pose anything. I just want to explain the 
actual position. It is up to them." 

The raja also said that if any ruler tried 
to exercise his power when he was king ac- 
cording to his own whims and fancies, the 
other rulers would take action to remove 
him. This was a clear enough indication 
that the raja was aware of the sort of coi- 
cerns that had provoked the government 
to make the amendment in the first place. 
The raja’s assurance carries the authority 
of a man who was king for five years (1961- 
65) and his statement has put the ball back 
into the government's court. It will be dif- 
ficult for the government not to take up 
the offer. But the offer made from a royal 
house will have to be treated with the po- 
liteness which princes expect and any de- 
legation which goes to see him will have to 
be more ii 
president oi 





the party. 
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| at the bank 


New appointments at BMF 
do not close the book | 
on its Hongkong loans 


By Philip Bowring 

Kuala Lumpur: The promised massacre 
among board members of Bumiputra 
Malaysia Finance (BMF) and its parent 
took place on November 2. Three new offi- 
cials have replaced those who were at least 
nominally respénsible for the more than 
M$1 billion (US$425 million) in irrecover- 
able loans mide by the Hongkong-based 
subsidiary of government-owned Bank 
Bumiputra Malaysia to several Hongkong 
property speculators, including the now- 
defunct Carrian group. 

Those replaced were BMF's two board 
members, Lorrain Osman and Mohamed 
Hashim Shamsuddin, both of whom also 
sat on the parent bank’s board, and Rais 
Saniman, analternate director at BMF 
and a senior general manager at the par- 
ent. Posts at the parent bank were also ге- 
linquished. 

But these. moves have not killed the 
Bank Bumiputra issue. As each govern- 
ment response appears inadequate to the 
ever-expanding dimensions of the scan- 
dal, so the chorus of demands grows for a 
thorough and independent investigation 
and for exemplary retribution against the 
culprits. It is hard to think of an issue i 
Malaysia which has been as controversi 
and has elicited such a widespread re- 
sponse among all racial groups. 

At the political level, the affair has been 
a lot more than merely a stick with which 
the opposition can beat the government. 
It has become a major source of infighting 
within the United Malays National Or- 
ganisation (Umno), the dominant party in 
the ruling National Front. If only indi- 
rectly, the issue has also further muddied 
the politics of the current constitutional 
issue regarding the legislative role of 
Malaysia’s hereditary sultans, While the 
government continued to ignore calls 
within the party for an independent inves- 
tigation, National and Rural Develop- 
ment Minister Sanusi Junid was quoted as 
saying that some people had raised the 
constitutional issue to: divert attention 
from the BMF affair. 

Umno was badly split on the issue de- 
spite insinuations that the party as an in- 
stitution might indirectly have been in- 
tended as a beneficiary. In a pointed ques- 
tion to Finance Minister Tunku Razaleigh 
Hamzah, Lim Kit Siang, leader of the op- 
position Democratic Action Party, asked 
“whether Hashini Shamsuddin was trea- 
surer of the Umno building fund commit- 
tee." 

Meanwhile, the New Straits Times, 
which is owned by Umno through Fleet 
Holdings, has thrown off its previous reti- 
сепсе on the affair. One article accused. 















No other voice could describe a Rolex 
so beautifully. 


Kiri Te Kanawa gave her first pub- 
lic singing performance at the age of 
fifteen to a local ladies’ committee in 
Auckland, New Zealand. 

Impressed they may have been, but 
none of those ladies could have realised 
they were көк. EA a girl destined to 
become one of the finest opera sopranos 
in the world. 

Her appearance fee was then a 
munificent £2.00. 

Today, after hearing her perform 
the róle of Donna Elvira from "Don 
Giovanni" in Paris, or The Countess 
from “Ге Nozze di Figaro" at Covent 
Garden, many critics have been moved 
to describe her voice as priceless. 

New York, London, Paris, Milan— 
wherever this truly international star 
performs, audiences respond with 
standing ovations. And the film of 
Don Giovanni starring Kiri as Elvira 
directed by Joseph eie is another 
huge success. 

“T owe a lot to my basic technique,” 
she says. "My early training and the 
way in which my voice has developed 


means I can usually sing my way 
through colds and sore throats without 
any problems...in fact anything short 
of laryngitis and tonsillitis combined! 
And, of course, consistency of perform- 
ance 15 extremely important. 

“That can make or break your 
reputation.” 

Given her opinions, it is therefore 
very gratifying to note Kiri Te Kanawa's 
choice of wristwatch. 

A gold Rolex Oyster Lady-Datejust. 
“Simply marvellous,’ she says. 

“In all the years Гуе had the watch 
it’s never gone off key and it’s never 
been ill. And I know how hard it is to 
always be 100 per cent. 

“Every day, wherever I am, I spend 
at least an hour singing part of a róle 
just to keep my voice at its best. So I 
can really appreciate the time, skill and 
effort that go into something so beauti- 
ful and so precise as this watch.” 

Kiri Te Kanawa and her Rolex 
Lady-Datejust. Ж, 

No other voice could have m, 
put it quite so beautifully ROLEX 


of Geneva 
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The Rolex Lady-Datejust Chronometer. Available in 18ct. gold with matching bracelet. 


Even if you dont know the country, 
you can always look to Bank of America 
to know the currency. 





Aggressive rates on major 
world currencies. 

The more foreign currencies 
you do business in, the more you 
need foreign exchange services 
from Bank of America. Because 
with our 90-nation banking net- 
work, we’re on the scene in more 
countries than almost any other 
bank. And as active participants in 
financial centers and local markets 
across five continents, we moni- 
tor major foreign exchange 
markets around the world to 
negotiate favorable rates. 


As market makers, we price 


aggressively on both spot and 
forward markets. We get you 
quick information on every 
currency, with timely quotes on 
every actively traded one. 


And as a highly experienced 


foreign exchange bank, we rapidly 


execute your foreign exchange 

transactions and money transfers. 
Best of all, we provide these 

services in major marketplaces 

worldwide. 

Financial Markets Advisors 


assist you internationally. 
Around the world, our profes- 


sional teams of skilled Financial 
Markets Advisors offer you tactical 
and strategic market analysis. You 
get up-to-date reports on market 
activity. Analysis of market trends 
and advice on managing your 
exposure. And quotes and consul 
tation not only on foreign 
exchange, but on a wide range of 
financial products and services 
available in vour market. 


Perhaps most important, once 
your relationship with us is 
established, you will have access 
to advice developed specifically 
for your company's risk profile 


and objectives. 


Foreign exchange workshops 
available worldwide. 

In countries around the world, 
we present foreign exchange 
workshops for your treasurer and 
financial officers, as well as your 
marketing staff and sales force. 
These workshops provide in- 
depth discussions on topics from 
swaps to foreign currency 
borrowing. They offer procedures 
to help you identify your 
exposure and choose options for 
correcting it. And they give your 
staffa common vocabulary and 


conceptual framework for under- 
standing foreign exchange and 
interest rate risk. 


Our foreign exchange work- 
shops are just one more way we 
provide comprehensive answers 
to your foreign exchange needs. 
For more information, contact the 
Branch Manager at your nearest 





Bank of America office. 


Look to Bank of America for 
foreign exchange services. You 
can count on us around the 
world. 


Look to the Leader. 


BANKOF AMERICA Bi 


Bank of America NT&SA 198 


Bank of America NT&SA Member FDIC 
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INTER. CONTINENTAL SERVICE 

An oasis of tranquil comfort 

with unmatched business fac ilties 

for demanding international travellers. 
That's another Inter-Continental advantage. 


IN THE MIDDLE EAST THE ADVANTAGE IS INTER: CONTINENTAL 
DON T ERC: O No TIN ENTAL HOT EAS 


Inter* Continental Hotels have long been established throughout the Middle East in excellent locations, offering fully equipped business centers and complete 
facilities. Each hotel tee extensive experience, impeccable service and local knowledge to satisfy all your needs. Abu Dhabi * Al Ain * Amman (Jordan) 
Bahrain (The Regency) * Cairo (Semiramis) * Dubai * Kabul* Karachi * Lahore * Makkah * Muscat* Peshawar (Khyber) * Rawalpindi * Riyadh * Taif (Massarrah). 


INTER: CONTINENTAL? More than 80 superb hotels around the world 





Lim; Tan: unanswered questions and allegations of a cover-up. 


those responsible for the BMF scandal, 
“whoever they are.” of betraying national 
aspirations and particularly those of 
bumiputras (Malays and other indigenous 
peoples). It remarked acidly: "It is 
perhaps a measure Of the success of the 
New Economic Policy" [NEP] itself that 
some bumiputras have become adept fi- 
nancial crooks comparable with the best 
(or rather the worst) in the world." 

The paper raised a broader issue, too, 
asking whether the NEP had been in- 
tended only to make a few bumiputras rich 
and provide them additional oppor- 
tunities for getting richer by fair means or 
foul. The NEP was instituted in 1970 to 
advance the -economic position of 
bumiputras. 

A more specific blast came from Tamrin 
Ghafar, an executive council member of 
Umno Youth and the son of party vice- 
president Ghafar Baba. He produced a 
long list of alleged inaccuracies in Bank 
Bumiputra's accounts for 1982 and called 
for a white paper on the affair. He claimed 
that non-disclosure of contingent losses 
was contrary to various laws. Apart from 
the size of the potential losses on loans to 
Carrian and Eda Investments, another 
troubled Hongkong group, he said, there 
were foreign-currency losses arising from 
the fall in the Hongkong dollar on 
amounts advanced to BMF by the parent 
and lent on in Hongkong dollars. 


Tamrin challenged a statement in the | 


Bank Bumiputra directors' report that the 
1982 results had “not been materially af- 
fected by items of an abnormal charact- 
er." He also queried the legality of a 
statement in the accounts that “the Gov- 
ernment of Malaysia has given an under- 
taking that it would back the bank fully in 
case the bank faces any difficulty in meet- 
ing its obligations." On this point he asked 
to see what form the guarantee took and 
who gave it. 

Bank Bumiputra responded lamely to 
Tamrin's attack and fell back on *banking 
secrecy." It said the accounts were based 
on the books, which had been “thoroughly 
examined by external auditors." This 
reply, among other things, raised the 
question of the accuracy of the books. 

Bank Bumiputra's reply also drew at- 
tention to a parenthetic phrase at the be- 
ginning of the directors’ report. It reads: 
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. . With Such modifications and excep- 
tionsas ‘have been determined by the 
Bank“ Negara.” In other words, Bank 
Bumipetra was now taking refuge in the 
insinuation that Bank Negara (the central 
bank) had modified the books to exclude 
the problems of BMF. Any suggestion 
that Bank Negara was altering directors’ 
statements or interfering with the auditing 
process to eliminate financial or political 
embarrassments could have a serious 
impact’ on confidence at home and 
abroad. 

The Bank Bumiputra statement also 
implied that Bank Negara had been well 
aware of the Hongkong situation prior to 
the June publication of the accounts, 
though the public only came to know 
about the situation via revelations in 
Hongkong. The official version is that the 
authorities did not want to do anything 
which would jeopardise recovery of the 
maximum amount of the loans. 

Neither Bank Bumiputra nor the gov- 
ernment has yet addressed the question 
raised by Lim of why the lending con- 
tinued into the middle of 1983. One an- 
swer might be that there was a genuine be- 
lief that with a little additional help, Car- 
rian would survive and the original loans 
would eventually be recovered. 


owever, the most widespread belief 
here is that the additional loans were 
to help push through the Carrian debt re- 
structuring proposals and thereby cover 
up the problem. This theory is given 


added weight by the attempt launched in | 


July by Fleuret Investments to buy a Car- 
rian subsidiary, China Underwriters, and 
shares in Union Bank of Hongkong for 
HK$290 million (US$37 million). Sources 
now say categorically that Fleuret, a Jer- 
sey-based company controlled by a 
Malaysian businessman and former civil 
servant, Datuk Mohamed Bussain, was 
being financed by Bank Bumiputra or its 
subsidiary. 

If this were so, there could be no expla- 
nation other than a cover-up, as the new 
money being put up would simply have 
gone to pay off other creditors of Carrian 
— those, mostly foreign banks in Hong- 
kong, who held China Underwriters and 
Union Bank shares as security. Such a 
loan would only be explicable as a cheap 





price to pay — only 8% of existing Carrian 
exposure — for keeping the situation at 
Carrian and BMF from coming fully into 
public view. 

Further evidence of high-level efforts to 
keep the BMF situation under wraps has 
been seen in an informal protest to Britain 
lodged by the Foreign Ministry. It said 
documents seized during investigations 
into the murder in July of Jalil Ibrahim, an 
assistant general manager at BMF, be- 
came the source of allegations against 
Carrian chairman George Tan and were 
the first evidence of the extent of BMF's 
exposure. This complaint was unlikely to 
have been spontaneous. 

Lim said the impression had been 
created that “the Malaysian Government 
has become the defender, protector and 
guardian of Carrian boss George Tan." 
Some Malays were even angrier at the way 
the Foreign Ministry had been used to ex- 
tend the cover-up to Hongkong. "Some 
members of our elite have become so used 
to bending our laws," said one Malay 
businessman, "they now think they can 
use our national representative to bend 
other countries' laws. It is shameful." 

However, there is also little doubt that 
several high-level officials who partici- 
pated for a while in maintaining the se- 
crets were not involved in the original lend- 
ing. There was a sense that neither na- 
tional dignity nor government or party sol- 
idarity should be disturbed by admission 
of the size of the fiasco. Revelations in 
Hongkong shattered that approach, leav- 
ing certain individuals, including Prime 
Minister Datuk Seri Mahathir Mohamad 
and Tun Ismail Ali, a former Bank Negara 
governor and now head of Permodalan 
Nasional, Bank  Bumiputra's main 
shareholder, embarrassed. 

But whether the full story of what hap- 
pened and whether Mahathir will turn the 
heat on the real culprits remain to be 
seen. Umno's traditional tendency to 
close ranks in a crisis is no longer conve- 
nient, primarily because revelations from 
Hongkong are outside anyone’s control. 
In addition, the BMF issue has become in- 
separable from manoeuvring within 
Umno over the constitutional issue and 
the political futures of Mahathir, 
Razaleigh and Deputy Prime Minister 
Datuk Musa Hitam. [Г] 





Tamil fish-seller at Colombo market: the deaths, the devastation and the refugee problem cannot be wished 
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After the July riots, Tamil-Sinhalese relations seem hopelessly polarised 


The island of tears 


By V. G. Kulkarni 


Colombo: In July 1926, a young 
barrister fresh from studies in 
"є England and fired with idealism 
© “Ж declared in a speech in the north- 
ern town of Jaffna: “I am con- 
vinced some form of federal government 
will be the only solution.” Sri Lanka — 
then Ceylon — was moving towards self- 
government with a faint glimmer of even- 
tual independence from British rule. The 
speaker was Solomon Bandaranaike. 

Thirty-two summers and many a politi- 
cal battle later, prime minister Ban- 
daranaike, armed with emergency powers 
to quell the first large-scale communal vio- 
lence since independence, changed his 
Stance, saying he would never allow a fed- 
eral state to come into being. Ironically, a 
year earlier — in 1957 — he had agreed 
with leaders of the country’s minority 
Tamils to legislate some devolution of 
power. 

The same dilemma over the amicable 
sharing of power haunts the current ad- 
ministration of President Junius Jayewar- 
dene. Three months after the worst com- 
munal carnage in the modern history of 
this so-called island paradise, the gulf be- 
tween the majority Sinhalese and the 
Tamils is wider than ever. While there is 
no organised violence at the moment, a 
potentially explosive situation is develop- 
ing in the north-central and eastern pro- 


vinces, where virgin land which is to be ir- | 


rigated by the Mahaweli river project is 
being colonised by rival ethnic groups. 
The rush for the land could spark off 
further violence. 

In Colombo, meanwhile, Japanese cars 
ply the capital's streets; stores sell foreign- 
made luxury goods allowed in by the coun- 
try's liberal import policies, and new high- 





rise office buildings are going up. But de- 
spit? appearances, the Sri Lankan econ- 
omy is in bad shape. In fiscal 1984 revenue 
is not even expected to meet recurring ex- 
penditure, let alone pay for development 
projects. The production of tea, Sri 
Lanka's major export earner, is still 30% 
below the high of the late 1960s, according 
to Finance Minister Ronnie de Mel. 
Speculation is rife that the World Bank 
and the International Monetary Fund 
have been pressuring the government to 
devalue the local currency. 

The government has played down the 
damage done to the economy by the July 
riots, when by official count 315 people 
died — unofficial estimates run to twice 
that number — 90,000 were rendered 
homeless and 122 factories in Colombo 
belonging to Tamils were gutted. Press 
censorship has been reimposed locally on 
news of terrorist activities, the official 
reason being that such information could 
incite Sinhalese sentiments. But censor- 
ship also keeps news unfavourable to the 
government from circulating. Officials 
have done little to curb the pro-Sinhalese 
propaganda in the nation’s press. 


n a sense, the government is still on the 

defensive, trying to salvage its image 
both at home and abroad, and explain 
away the July disturbances. A week after 
the rioting began, the government banned 
three radical political parties of the Left: 
Janatha Vimukthi Peramuna, or the Peo- 
ple's Liberation Front; the pro-Moscow 
Communist Party of Sri Lanka (CPSL), 
and the Nava Sama Samaja Party, or New 
Socialist Party. Since then the CPSL has 
been cleared of a charge relating to the 
riots. 





Later the government claimed that it 
had documentary evidence of collusion 
between some elements of the army and 
the three radical parties. No such evidence 
has been made public, but it may be that 
the government wants to avoid upsetting 
the army while law-and-order problems 
remain in the north and east. A reference 
has also been made to foreign elements — 
an unnamed powerful country, which is 
assumed to be the Soviet Union. Again no 
evidence has been forthcoming from offi- 
cials. And three months after the riots, 
there is no longer talk of a white paper the 
government had said it would publish on 
the disturbances. 

Instead, the government has launched a 
US$3 million campaign to clear its sullied 
image abroad. The task is difficult because 
the deaths, the devastation and the re- 
fugee problem cannot be wished away. 
What irks Sri Lankan officials most is that 
expatriate Tamils from Jaffna, living in 
Western Europe and North America, 
launched their own press campaign to 
publicise the plight of the Tamils. 

As their campaign also talked of a Tamil 
nation and espoused the cause of seces- 
sion, Colombo officials began seeing in it 
an international Tamil conspiracy — 
along the lines of Zionism — to carve out a 
state from Sri Lanka. The same officials 
also spoke of the so-called Tamil Tiger in- 
surgents’ connections with the Palestine 
Liberation Organisation (PLO) and 
Libya. In the minds of these officials a 
strange state — promoted by Tamils 
abroad, financed by Western liberals in- 
cluding Jews, trained and supplied by 
Libyans and the PLO with the sinister 
communist hand from Moscow — is tak- 
ing shape. To some extent such paranoia 
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The politics 
of discord 


As has: been the case in many 
i d. countries, de- 
sues such as edu- 
loyment and work- 

^ incomes have become vic- 
tims of the. po tics of discord in Sri 
Lanka. Ther ‘equalities in this 
country. bet various regions, be- 
tween rur rban areas and be- 
tween the s fertile and arid re- 
i most often heard is 
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s in education 
| оу r the past 20 years, 
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The Sinhales 
grievance: th 


nation. 
Powerful MPs 0 
tional Party (UNP) las! 
Foreign Ministry 
tardiness in the propaganda campaign. 
The Ministry of State, which is in charge of 
information, a 
known to be 
issue, with eac 
delay, Several Sri | „усы mis- 
sions abroad are h des d by Tamils, and 
influential UNP leaders expressed disap- 
proval-of that, though official publicity 
brochures: stil ble highlight Tamil 
representation at high levels. 
‘Last month a major diplomatic reshuf- 
fle was ordered which would remove 
Tamils from many important and visible 
positions abroad. A local Sinhalese daily 
newspaper had an apt headline for the | 
story: “More Sinhala faces abroad.” 
Even the army seems to be unduly con- 
cerned with its good image abroad. How- 
ever, cosmetic changes overseas are un- 
likely to sway aid-giving governments and 
international agencies, most of whom 
have missions in Colombo and are in close 
touch with the situation. So the govern- 
ment's chief task is at home. At a time | 
when the leadership should be trying to 
heal wounds .and restore confidence 
among the minorities, politicians are 
going about pandering to the majority 
community. Barring significant excep- 
tions among intellectuals, social workers 
and clergy, so strong is the general belief 
among the. Sinhalese that their cause is 







ruling United Ма- 
nth took the 
















just that no politician of repute has shown | 


open remorse for the July riots. 
The. few. speeches expressing sorrow at 
i ce have-been less than sincere, 
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that both the communities now have. on 
balance, a proportionate share. 

Before independence, the Tamils pre- 
dominated in white-collar jobs, because 
the British rulers preferred a plant 
minority. Moreover, the Jaffna Tamils 
had the advantage of better schooling, 
provided by missionaries. The first Eng- 
lish-medium tertiary institution in Asia 
was started by American missionaries in 
Jaffnain 1816. In the early years.ef mde- 
pendence, there was à preponderance of 
Tamils. in the state administration; and 










owever, the imbalance has been: 


to recruit more Sinhalese. New recruit- 
ments to state jobs have gone to people 





% 


Population, 1981 
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University admissions, 
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Jobs — Government, 1980 
Jobs — State 
corporations, 1980 















: hold-overs still have-top-level 


ed gradually over the past two dë- 
Y à. conscious government policy | 
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“Includes Indian Tamils 





Monthly median income levels 1978-79 


Geographic zone l Sinhala majority Rs 452.74 
pe T 2 Sinhala majority Rs 439.41 
3 Tamil majority Rs 476.16 
4 Tami/Sinhala — Rs347.01 
5 Sinhala majority Rs 586,36 





Source: Official statistics/Marga Institute. 






atleast in the minds of the affected minor- 
ity. The only two significant exceptions 
were Anglican ^ Bishop Lakshman 
Wickremesinghe and the head of the 
Methodist Church, the Rev. Somasiri Per- 
era, who said they shared the moral guilt 
and begged forgiveness of the Tamils. 


he scale and ferocity of the July riots 
surprised even the Tamil victims. Thugs 
| from other localities and towns were in- 
| volved in the violence and, according to 
many eye-witness accounts, their trans- 
| port belonged to state-owned agencies. 
Tamil properties were spotted with pin- 
point accuracy with the help of electoral 
rolls. A similar pattern had unfolded in 
earlier communal riots since the 1950s. In 
July, young workers belonging to trade 
unions controlled by the UNP were seen 
! among the rioters: Involvement of low- 
level UNP politicians was also observed, 
though the government denies it. But such 
denials by the government and its blaming 
the communists for the riots have also 
been part of a pattern running through 
earlier riots. 
The July riots differed from the earlier 
nes in that the Tamils had fought backin 
he past. This time round; the attacks were 
widespread. апа the violence from the 
mils came only from the e portis ninsur- 


















recommended by th 
political parties in powe 

Tamils still have a hig 
of university admissionsina 1 
faculties, but the trend shows that | 
gap has substantially narrowed: 
vears. However, ruling party po 
continue to stress the su 
equalities by quoting. € 
selected statistics. Godfrey < 
director of Marga Institute; 
try's premier research organisa’ 
in an interview: "Compl 
by people based on part 
tions. The problem is to m 
the. total picture, the те 
exists." 

Gunatilleke also pointed ou 
some two-thirds of the economy is in the 
public sector, controlled by parlia- 
отеп and the government: 
` The Sinhalese have their due share 

most socio-economic indicators. Т 

irony is that in the politicall 

situation today, it is not еа 
vince the people of the reality 













































. gents. Moreover, police and soldi 
did little to prevent the arson and | 
ing. Many cast a blind еуе on 
rioters, and some even urged them. 
Thus an organised attempt was mad 
exploit the deep-seated grievan 
among the people. | 
The grievances between the $ 
halese and the Tamils have deep ri 
in. history but also concern toda 
bread-and-butter issues. The Tamils №, 
been on this island for almost as long 
the Sinhalese. The Sinhalese, who 
ginally came from northern India $0 
2,000 years ago, settled in the centra 
southern regions. The northern and € 
ern parts were peopled mainly by: 
Tamils, of Dravidian stock, who er 
over from South India into the J 
peninsula. Although in the past two n 
lenia there has been enough mixture 
blood between the two groups, the tel 
Aryan (for Sinhalese) and Dravi 
still used to differentiate the two peop 
and sometimes these words: also fin 
their way into today’s parliamentary 
bates. 
Wars of conquest inevitably foll 
between the two groups. There we 
invasions from South Indian king 
and counter-thrusts by Sinhalese: kin 
into the domains of kings north of t 
Straits. By the time the European tr. 
began to arrive in large numbers durin 
the 16th century, the Sinhalese populat 
had concentrated in the south and so 
west of the island, and the Tamils. were le’ 
in the north and the east, which result 
a physical separation of the two.peop! 
with dense equatorial foreste stand 
tween them.. 







































Timetable of 
turbulence 


he Tamil issue in post-indepen- 
dence Sri Lanka has been rid- 
den with a continuing cycle of 





tions, agreements, breaches of 
agreements and further violence. High- 
lights of majar events: 
» 1948: Sri Lanka gained independence 
as a unitary state, rather than a federa- 
tion, which diminished the political role 
- the Tamil minority expected to play. 
» 1948-49: Under new citizenship laws, 
nearly a million people of Indian origin 
faced being disenfranchised. Most of 
these were Tamil plantation labourers 
who had lived in the country for genera- 
tions. — — 
» 1956: À law to make Sinhala the sole 
national language was passed in June. It 
was followed by ethnic and religious vio- 
lence, which left more than 150 people 
dead. 
» 1957: Faced with a threat of civil dis- 
obedience by Tamils, then prime minis- 
ter Solomon Bandaranaike signed an 
agreement with Tamil leader S. J. V. 
Chelvanayagam promising devolution of 
power to regional bodies and a reason- 
able use of Tamil as an official language. 
In October that year Junius Jayewar- 
dene — who 20 years later became the 
country's president — led a march to the 





people to live in peace as the internecine 
wars, which debilitated earlier kingdoms, 
ceased. However, it also reinforced the 
old concepts of separate identities and his- 
torical rivalries. When the coffee, tea and 
rubber plantations began springing up in 
the early 19th century, the hills and forests 
that had been insulating agents between 
the two groups became areas of employ- 
ment and economic opportunity. Still 
later, as population pressures forced 
clearance of forests for agriculture, the 
two communities came into competitive 
contact for their share of land. The contact 
and the possibility of conflict also had 
been hastened as the separate kingdoms 
on the island were unified under one ad- 
ministration by the British rulers. 

While many of the economic issues of 
contention between the Tamils and the 
Sinhalese are of recent origin, the histori- 
cal ethnic rivalry runs much deeper in the 
peasant psyche. Ancient annals are full of 
the conflict between the Tamils and the 
Sinhalese. In 164 BC an epic battle be- 
tween the armies of Sinhalese King 
Dutugemunu and the Tamil King Elara 
took place. The outcome was decided, ac- 
cording to prevailing tradition, by a duel 
between the two kings riding on the backs 
of elephants. Elara was killed in that com- 
bat. According to Sinhalese historians, 
the verdict of that battle decided forever 
which race would control the island. 

How and why this particular battle was 
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communal violence, negotia- | 


Buddhist holy city of Kandy to oppose 
concessions offered to the Tamils. 

» 1958: Demonstrating Buddhist monks 
forced Bandaranaike to jettison the con- 
cession made to the Tamils. Communal 
riots followed, leaving several hundred 
people dead. 

» 1965: Prime minister Dudley 
Senanayake and Chelvanayagam signed 
an agreement promising fuller use of 
Tamil in the administration and the 
courts, devolution of power to district- 
level councils and suitable scope for 
Tamils in newly opened agricultural 
land. However, the ape 
never implemented. 

» 1972-76: Tamil leaders 
talks with the government, 
proved inconclusive. In May 
Tamil United Liberation Front (TI 
passed a resolution calling for the 
rate Tamil state, or eelam, as Tamil 
surgents forced the leaders' hands by re- 
sorting to violence. 


і 
» 1977: The ruling United National 
Party’s (UNP) el о a 























singled out remains а mystery, but more 
than 2,000 years later it still exercises a 
powerful influence on the psyche of the 
Sinhalese peasants and the Sangha, the 
Buddhist clergy. Buddhist mythology also 
has it that this island was the chosen place 
to maintain Buddhism in its pristine pur- 
ity. Thus, whatis a religious and ethnic im- 
perative for the Sinhalese, clashes with 
what the Tamils think are their own histor- 
ical rights. The Tamils want to preserve 
mainly for themselves at least the areas 
dominated by them. This territorial im- 
perative is feared as a step towards divi- 
sion of the island by the Sinhalese, who 
form three-quarters of the population. 


I: this impasse between the Sri Lankan 
Tamils and the Sinhalese stepped nearly 
| million Indian Tamils, who were 
brought in by the British to work on the 
plantations in the southern hill country. 
Colombo disenfranchised the planta- 
tion Tamils in 1948-49, and after prot- 


Refugees at Jaffna camp: ethnic rivalry runs deep. 





promised redress of Tamil grievances 
and called for holding an all-party con- 
ference: the TULF, which sought a 
mandate for eelam in the 1977 elections, 
won heavily in Tamil areas. Post-elec- 
tion violence took a communal turn in 
many parts of the country. 

» 1981: Insurgent violence against the 
police continued, as the UNP did not ful- 
fil its election promises, except that it did 
establish district development councils, 
though powerless, the previous year. 
Reacting to insurgent activities, police 
ran riot in Jaffna, indulging in arson and 
looting and also killing civilians, 

» 1982-83: Encounters between insur- 
gents and the army in the north raised 
the level of violence. An ambush on July 
23, 1983, in which 13 soldiers were kil- 
led, triggered large-scale Sinhalese reac- 
tion in Colombo, the eastern region and 
plantations in the south, leaving hun- 
dreds of Tamils dead and causing tens of 
thousands of Tamils to flee their homes. 
Tamil properties and factories were 
burned. | — V. G. KULKARNI 


























racted negotiations between India and Sri 
Lanka and repatriation of some 400,000 
people, there are still more than 800,000 
left, in limbo, working on the tea estates. 
In every communal riot these hapless 
people become victims of violence. Al- 
though another multi-ethnic country, 
Malaysia, granted citizenship to its Indian 
and Chinese minorities while retaining po- 
litical power in indigenous hands, historic 
animosities and the perceived fear of more 
than 50 million Tamils in South India pre- 
vented Colombo from taking a generous 
attitude towards the plantation labour. 
Historic animosities also translate 
themselves into economic grievances of 
the present time. The Jaffna Tamils, who 
had the advantage of an English education 
since early in the 19th century because of 
Western missionary influence, were 
favoured by the British for government 
jobs on the island. The pressure of popula- 
tion was so great that Jaffna Tamils mig- 
rated in hordes to staff the civil services of 
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To get the right answers from a 
computer, you have to ask the right 
questions. But what are the right 
questions? 

Most Management Information 
Systems won't help very much. 
Because with most MIS's, you can't 
probe at random. The specifications for 
information — your questions — must 
be precisely defined, so that they can 
be programmed. No program, no data. 

Now meet the Sperry 
MAPPER™ System. 

MAPPER isa unique Decision 
Support and Development System 
designed for our Series 1100 
computers. 

MAPPER does what no MIS has 
ever done before. It makes the com- 
puter follow your natural thought pro- 
cess. It allows you to explore. Without 
rigid procedural barriers. 

Ask a question, get an answer. If 
that provokes another question, fine. 
Ask it, 

In this way you investigate options. 
Examine "what if" scenarios. Browse 
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work with simple English-language 
commands. And most of the time, you 
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terminal. 
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time gathering information. And that, 
in turn, leaves you more time to work 
with it. More time to evaluate alter- 
natives, gain insights. More time to 
think. More time, ultimately, to be an 
effective manager. 

The fact is, MAPPER can increase 
managerial efficiency at all levels 


within your organisation. Each depart- 


ment head, for example, can develop 


his own customized reports whenever 
the need arises. Without the help of 
a programmer. 

If all this sounds a bit too good to be 
true, we invite you to try our 
"MAPPER Challenge." Give us a cur- 
rent problem where lack of infor- 
mation is the major obstacle, and we'll 
give you the opportunity to solve it — 
hands-on, at a computer terminal, 
with MAPPER. 

For hands-on experience that could 
forever alter your professional effec- 
tiveness call our marketing office. In 
Singapore call 224 8333. In Hong Kong, 
5-149311. We're still listening. 
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wards on the island in search 
of jobs. Lacking in property, the only sec- 
urity for them was in clerical and profes- 
sional jobs in government and the private 
sector. Therefore, before independence 
the Tamils had a disproportionate share of 
such jobs, fuelling further resentment 
among Sinhalese. 

Although this imbalance has largely 
been corrected since the 1960s, Sinhalese 
politicians capitalise on this resentment 
for partisan purposes. In turn, the Tamils 
complain that their interests in jobs and 
education have been overlooked by the 


government, Today, Tamil grievances 
centre aro jobs, education, use of 
Tamil in the administration and devolu- 
tion of power in the Tamil areas. Succes- 


sive Colombo governments have prom- 
ised concessions and then changed their 
minds, further alienating the Tamils from 
the national mainstream. In 1976 this led 
to the demand for a separate state, and in- 
surgent activity in the north picked up. 


fter the July riots the government 

amended the constitution to ban any 
advocacy of secession. The MPs of the 
moderate Tamil United Liberation Front 
(TULF) political party swept the par- 
liamentary polls in 1977 in the north and 
the east on a separatist mandate, and the 
TULF MPs have refused to take an oath 
against secession, thus losing their seats in 
parliament. Jayewardene late last month 
convened an all-party conference to re- 
store harmony, but both the TULF and 
the opposition Sri Lanka Freedom Party 
(SLFP) boycotted it. The SLFP, also a 
mainly Sinhalese party, is unlikely to help 
the UNP as it waits to make a comback to 
power. 

Riding the communal tiger has been 
useful for the UNP in gaining power, but 
dismounting from this dangerous animal is 
no easy matter. Economic development 
symbolised by the Mahaweli river іггіра- 
tion project has been used by the UNP to 
symbolise its efforts to better Sri Lankans' 
lives. But the land to be irrigated by the 
great river itself has become the object of 
a land grab by Sinhalese and Tamils alike. 


In the region bordering the Tamil-major- 


ity eastern province, unauthorised settle- 


ments have come up. Powerful UNP | 


politicians are behind the Sinhalese settle- 
ments there. The army and the police have 
been unable to evict illegal squatters from 
the area, and Jayewardene has taken the 
easy course of appointing a land commis- 
sion to look into the whole matter. 
Jayewardene seems to have lost control 
over the extremists in his party, and it is 
doubtful if he can maintain peace in the 
troubled Mahaweli region. The president 
appears to be buying time to allow com- 
munal tensions to ease. Although he is still 
the unchallenged leader of the nation, at 
77 he has little time left to pacify the coun- 
try. Aides say Jayewardene's dream was 
to go down in history as a dharmishta, or 
noble and religious, leader who moder- 
nised and unified the country. But the 
communal tiger has caught up with 
him. 
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Harry Jayewardene with Mrs Gandhi: delicate diplomacy. 





Grenada today, Sri 
Lanka tomorrow? 


Colombo: In the wake of the re- 
cent invasion of Grenada by 
United States forces, posters ap- 
peared in the commercial district 
here. denouncing the move: 
"Reagan, get out of Grenada: today Gre- 
nada, tomorrow Sri Lanka." Usually pro- 
American editorialists penned weighty 





| words of indignation, and the Foreign 


Ministry deplored the military action in 
suitably diplomatic language. 

Distant Grenada is not in itself a matter 
of vital concern to this small island nation, 
and the American president is not particu- 
larly unpopular here, but what worries Sri 
Lankans is that if the US could invade a 
tiny neighbour on the pretext of saving 
1,000 Americans there, India might do the 
same in Sri Lanka in support of 2.7 million 
ethnic Tamils who form a sizable minority 
in this country. In the aftermath of the 
July communal riots here, feelings against 
India are running high. 

In such an emotionally charged atmos- 
phere, Indian Prime Minister Indira 
Gandhi's special envoy, G. Parthasara- 
thy, arrived here оп November 6 to 
arrange a dialogue between the Colom- 
bo government and Sri Lanka's estranged 
Tamil minority. Soon after the riots broke 
out, Indian Foreign Minister P. V. 
Narasimha Rao made a hurried visit to 
Colombo. In turn, President Junius 
Jayewardene sent his brother, Harry, to 
India, which resulted in Parthasarathy's 
first visit in August. 

Meanwhile, most leaders of the opposi- 
tion Tamil United Liberation Front 
(TULF), representing the Sri Lankan 
Tamils in the north, had gone to India to 
lobby for their case. And S. Thondaman, 
à cabinet minister and a Tamil represent- 
ing those plantation workers who are 
Tamils of Indian origin in southern Sri 
Lanka, went to India to talk to the TULF 





leaders based there and to Indian officials. 

АП these comings and goings have not 
achieved much so far, but they have at 
least established that a dialogue is neces- 
sary to break the impasse between Sri 
Lanka's ruling Sinhalese and the minority 
Tamils. However, large sections of 
Sinhalese opinion, including influential 
groups in the ruling United National Party 
(UNP), are opposed to Indian mediation, 
calling it open interference in Sri Lanka's 
internal affairs by the country's big neigh- 
bour. Thus, Parthasarathy has the delicate 
task of trying to find common ground as an 
honest broker without appearing to be an 
outside meddler. 

Even before the July riots, as the 
harassment of Tamil civilians by the army 
increased under stringent anti-terrorist 
laws, India made its concern known, and 
loud protests from Colombo followed. As 
the riots got out of control, requiring ex- 
ternal help to evacuate Tamil refugees 
to safety, Jayewardene accepted a limit- 
ed Indian role in mediation, much to 
the annoyance of communalists in his 
party. 


he Sinhalese have been particularly 

sensitive to the stridency of the Madras 
press, which in recent months has sen- 
sationalised every story on the Tamil prob- 
lem, praised the exploits of the insurgent 
Tamil Tigers, and highlighted the TULF's 
separatist demands. From its side the 
Sinhalese press here has responded in 
kind. This media war has inevitably spilled 
over into the jingoistic debates of the Sri 
Lankan Parliament and the Tamil Nadu 
state legislature. 

Apart from the sentiments in Tamil 
Nadu, Indian interest in Sri Lanka's Tamil 
problem centres on two factors. First is the 
possibility of a large-scale influx of Tamil 
refugees from Sri Lanka into South India 
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Delhi’s standing, the f 


amils is on the wane in India. Fortu- 
ately'for^him, the Tamil Nadu legisla- 
re, after weeks of vehement posturing, 
ntly passed a resolution supporting 
:Oandhi's policies and the Parth- 
isardthy mission, without mentioning the 
cessionist issue. 


the TULF is willing to give up its demand 
for' eelam —-an independent state — 
olombo «has indicated that the two 
4s could discuss Tamil grievances, in- 
ding proper implementation of the dis- 
t development councils to give a mea- 
> of devolution of power; the status of 
Tamil language in Sri Lanka; a general 
nesty for those Tamils who renounce 
ence; withdrawal of the army from 


Anti-Terrorism Act. 
As direct negotiations between the 
ULF and the government seem less 
kely for some time, the Indian envoy will 
An for some shuttle diplomacy, albeit in 
low motion, conveying messages and siz- 
up the situation. Thondaman held 
talks.last month in Madras with Uma 
aheshwaran, one of the insurgent fac- 
nal chiefs, who indicated that if mean- 
ul autonomy were granted, the Tigers 
could drop the demand for secession. 
ondaman has already given his read- 
ng of the situation to the president and, in 
the absence of TULF leaders from the 
country, has emerged as a spokesman for 
all Tamils — Sri Lankan as well as those of 
Indian origin. His moderate views will 
have to be taken into account by all the 
negotiating parties. Both Thondaman and 
the UNP are likely to demand an Indian 
guarantee that New Delhi and Madras will 
curb any insurgents who seek sanctuary in 
India. Indian assurances will be crucial for 
any agreement to be effective in the long 
run. 
However, neither the insurgents nor the 
Sinhalese diehards have had their full say 
on the issue of negotiations. The insur- 
gents are faction-ridden, and if a disgrun- 
tled group among them carries on violent 
acts, the mediation efforts could suffer a 
severe blow. Andatthe same time, there is 
the chance communal violence will erupt 
«in other parts of the country. 
— V. G. KULKARNI 
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aratism — New Delhi. |. | 


n envoy also will have to persuade Co- 
ibo that the ethnic clamour on behalf of : 


areas, and the repeal of the draco- 








according to reports in Jaffna 


Jaffna: An army truck comes to a 
screeching halt near а govern- 
ent office ori a busy street in this 
trict town. A dozen soldiers 
8 jump out, their weapons at the 
ready. The civil ho had been milling 
around nearby quickly clear the 
o soldiers cross the now emp 













a few minutes and jum 
ehicle which speeds away. О 
ers are out of sight, the si 








| filling up with people, who go 


ness as if nothing had happ . 
But beneath the surface calm; ове dis- 
cerns fear and hatred in the minds of the 


| people; fear for their lives and a hatred of 


the army. A communal and language bar- 
rier separates the army from the níasses it 





is supposed to protect — the soldiers are | 


Sinhalese from the south in t tirely 
Tamil-speaking northern region. The 
army's overbearing presence is not always 
visible to a visitor. Since July’s:communal 
carnage — the immediate cause of which 
was said to be an ambush in Jaffna by 
Tamil Tiger insurgents which killed 13 sol- 
diers — the army has been largely con- 
fined to barracks, except for counter- 
insurgency operations. There are an esti- 
mated 2,000 troops in Jaffna peninsula 
among a population of about 900,000. 

“How many army patrols have you seen 
on the streets? But they still accuse us of 
being an army of occupation," com- 
plained Brig. Lyle Balthazaar, comman- 
der of security operations in the Jaffna 
area. 

When it was suggested that it is not 
the size of the force but the fear the people 
feel about what the troops might do to 
them that mattered, he retorted: “We are 
here to enforce the law of the land, to 
maintain law and order.” But as most 
Jaffna civilians see it, the army is enforc- 
ing unjust laws over which the local people 
have no control. “That is for the politi- 
cians to sort out,” replied the brigadier, a 
veteran with 32 years in uniform. 

Despite its professionalism, the Sri Lan- 
kan army is not well suited to anti-guerilla 
operations. “If only the terrorists were to 
come out and fight us, we would get them 
all one by one. But they гип and seek shel- 
ter outside the country's waters," Bal- 
thazaar told the REVIEW. 

In addition to its problems countering 
the insurgents, the army's treatment of the 
civilian population has come in for severe 
criticism in recent years. The most com- 
mon complaint relates to soldiers haras- 
sing innocent civilians while searching for 
insurgents. Even allowing for exaggera- 
tions by an alienated population, many in- 
dependent sources confirmed that intimi- 
dation and physical threats by soldiers 
were common. In the wake of the July 23 
ambush, troops carried out reprisals 
which ended in the deaths of 30 civilians, 
On some 



















occasions, the commanders did not know 
what the troops were doing, the sources 
said. 

Last month, soldiers reportedly entered 
classrooms looking for students whom 
they suspected of sympathising with Tamil 
insurgent goals and even intimidated par- 
ents of students who had legitimately left 
the country for education abroad. Even 
the clergy complained in interviews that 
troops had intimidated their congrega- 
tions. 

Refugees who fled north after the July 
riots also have been threatened with 
reprisals by soldiers if they did not return 
to their plantations in the south. The most 
serious allegation made in Jaffna is of the 
rape of three young giris in July by sol- 
diers. ENT, 

Balthazaar sa the army had re- 
ceived no charge such incidents and 
that if rape were proven, inilitary justice 
would take its course. But the families of 
the people affected are too frightened to 
complain against the army. The local civi- 
lian administration has little control over 
law and order, as the police are control- 
led from Colombo. Moreover, in the 
existing tense climate it is doubtful if the 
police would launch inquiries against 
soldiers. 









n the political sphere, the people of the 

Jaffna region have béen rendered leader- 
less at the national level since their MPs — 
all from the moderate Tamil United Lib- 
eration Front (TULF) — lost their seats 
after refusing to take an oath of allegiance 
to the state, which is required under an 
amendment to the constitution passed in 
early August. Even before: August, the 
TULF MPs, as members of the opposi- 
tion, had little influence with the law-en- 


‘forcement machinery. 


Balthazaar said there are some 60 hard- 
core Tamil Tigers, split into three factions 
of which only one had some links with the 
extremists in the TULF, The army gets no 
cooperation from the: TULF or anyone 
else in tracking down the insurgents. 
While the bulk of the population abhors 


violence, local people are loath to give in- 


formation on insurgent movements. The 
major enemy is seen to be the army, as the 
insurgents do not normally attack inno- 
cent civilians — except those who inform 
on them. Nor has the army done anything 
to win the people's confidence and, given 
the Sinhalese ethnicity of the soldiers, any 
army appeal to the general public for sup- 


| port would probably be rejected. 


Such a stalemate between the forces of 
law on the one hand, and the people and 
their political leaders in the northern pro- 
vince on the other, has existed since the 
mid-1970s. There have been six large- 
scale communal conflicts since the 1950s, 
and each one has been fiercer than the 
preceding one, with hapless Tamils suffer- 
ing most. = V. G. KULKARNI 
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Head office : 96, boulevard Haussmann - 
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‘Other people’s possessions are 
as precious as your own. 
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SAUDI ARABIAN AIRLINES Member of ata 


our eentinents. Weleeme te eur werld. 


FOR EIGHT GENERATIONS, - 
WE'VE BEEN STEERING WORLD TRADERS 
THROUGH THE PROPER CHANNELS. 


"A 


and Bank of Montreal specialist 
groups in project finance, loan 
syndication, corporate finance 
and country risk analysis. This 
cooperation is largely respon- 
sible for the flexibility 














4 @ One year after 
4 Bank of Montreal 
7 7 became the first 
r Canadian bank, 
we became the first bank 
to serve Canadian trad 


ers abroad; our first E and imagination which 
foreign & є. | characterize major 

office “< Bank of Montreal financ- 
opened in Ed ings, particularly in multi- 
London, England in | country sourcing of 

1818. Today, after eight | concessionary financing. 
generations, London is \ > Of course, 

just one of fifteen trade \ z зу you will 
centres around the world \ expect 


which are linked together 
by the offices of our Trade 
Finance Division. They are y 
staffed by bankers who are 
professionals in every type 


your bank to offer a variety 
of payment channels which 
Ү are both efficient and totally 
secure. To this end, our Trade 
Finance Group offers a full range 
of traditional services including 
Documentary Credits and Collections, 
Buyer and Supplier Credits, 
Discounts and Acceptances. 


of financing, from straight 


forward support of ongoing 4 


commercial sales to complex 
transactions involving major 


turnkey projects. We'd like to be at the helm 
Complex or not, a trade of your next trade financing. Con- 
financing package must be on course tact your Bank of Montreal Account 
with financial, economic and political or the Trade Finance 
realities at any given moment. The - Division, Merchant Banking Group, 
task is made easier by close, cooperation First Canadian Place, Toronto, Canada. 


between our Trade Finance Division 


Telex: 06-22735. 








Les Hotels Meridien. 


Asia has many faces and 
speaks many languages. 


In this myriad of cultures, 


a culture new to Asia is 
finding a home. It is 
personified in the very 
French Meridien hotels. 
In Tokyo, the Pacific 
Meridien towers over 
Tokyo Bay. 

In Hong Kong, the Regal 
Meridien practices the 
culinary genius of Paul 
Bocuse, in the elegant 
Restaurant de France. 


Travellers on a stopover 
in Hong Kong will ap- 
preciate the convenience 
of the Regal Meridien 
Airport Hotel. 

And opening in late 1983, 
three more Meridien hotels, 
two in Singapore and one 
in Colombo. All will be 
distinctively French. 

This is just the beginning 
of the Meridien presence 
in Asia. So for a totally 
French experience, say 
‘bonjour’ to Meridien soon. 
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MERIDIEN 


LES HOTELS DAIR FRANCE 


For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Meridien Reservations International in 
Hong Kong: Tel.: 3-669996. Telex: 40955 HOMRO HX 
There are over 40 Meridien hotels worldwide in Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, 


Jeddah and many other cities 
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j 1 trip Чо Japan by 
sident Zia-ul Над, and his 
stopover in Hongkong (REVIEW. Aug: 
4 Tra’ ler remarked that the army 







his domestic troubles — 





e корош оп p interna- 
nal stage. It would be-premature to 
im el Lieut-Gen. Н. M. Ershad, 









кк has matched Zia’s pee 
n political skills, but he shows every sign 
doing so. During another stopover in 











the United States, including 

ай, he fielded questions with ap- 

omb and skill. 

Unfortunately this Traveller's conver- 
sation with him was classified as a "cour- 
tesy call” and was off the record, but it is 
safe to reveal that the military officer 
exuded..confidence in the support һе 

. would receive. from the people and the 
armed forces, and appeared to have no 
doubts about the future — though he has 
set himself the challenge of doffing his 
uniform, launching his own political 
party and asking the Bangladeshi people 
to give him a popular mandate. His con- 
fidence extends to his plans: he is deter- 
mined to deal with the problem of popu- 
lation. by combining family planning 

_ Clinics with hospitals and health centres, 

;ambitiously aiming at drastically reduc- 
ing the birth rate from 2.9% to 1.5% 
within two years. I did ask him about the 
significance of his visit to Honolulu's 
Pacific Fleet headquarters, Cincpac 
(could he possibly have discussed base 
facilities for the US 7th Fleet at Chit- 
tagong, where the Soviets have helped 
improve the harbour?), but he looked 
me straight in the eye and remarked on 
the excellence of Hawaii's golf courses. 

e THE trim Ershad is sporty — golf, 
football and tennis — but shows another 
side to his character through his interest 
in music and in poetry. This Traveller 
was given a copy of his poems entitled 
Light the Golden Lamp. inscribed 
with an invitation to visit. Bangladesh. 

... The poems undoubtedly lose something 

in the translation from the original Ben- 

gali. Many dwell on Bengali sorrows 

(“There is по hope left, The lights. are 

dimmed, And the deprived of the world 

cry out, For thé army of oppressors are 
camped on both.sides of life"); some are 
exhortatory (“Соте, О the dying em- 
bers of fire! Be.aglow! Not like a slow- 
burning lamp; But like gunpowder, Like 
lightning rending the. sky. We are not 
dead, Ме. are»the-children of fire"). 
Others were improbably inspired by Er- 





shad's attendance at such occasions as a | 







conference ocal- government. and 
` ‘cooperatives’ representatives, a Youth 
Red Cross meeting and a Girl Guides’ 


d seized power in 1977 had | 











function. But others are more revealing, 
not to say romantic: wo 


Mv beloved, 

You come tripping 

Down the sunlit path. 

You come, 

Weaving of my unquenched thirst 

A garland of golden marigold. 
e ERSHAD was the second poet I met 
that week arid the second to give me a 
volume of his latest works. The first was 
Cecil Rajendra, a practising lawyer from 
Penang, Malaysia. The range of his 
latest volume, Hour of Assassins, is 
understandably wider and deeper than 
that of Ershad. One of my favourites 
contained neat political ironies: 


“Anti-this, anti-that 
mad as a hatter, 
anti-progressive 
alarmist, subversive 
recidivist, shrill 
hysterical, an anti- 
establishment manic- 
depressive...” 


Let the epithets come 
but let no man say: 
"Disloyal/Unpatriotic" 
earth-dust of thís land 
and his breath are one. 


€ SINCE we seem to be in a poetic 
mood this week, let us move south to 
Singapore, where that rugged island na- 
tion -has designated November. “Pro- 
ductivity Month.” Some person or per- 
sons — unnamed to the best of my know- 
ledge — has/have produced an anthem 
for the occasion. The tune is sómewhat 
pedestrian апа it is. matched. by. the 
words and indeed by the title, Come On 
Singapore: 


We all know what hard work means, 
It's the heart of Singapore. 

But ma ybe we've forgotten 

What it's like to be really poor. 
„So look around the world and see 
What's happening out there. 

And let's not lose the things we've 

gained 
Because we don't prepare. 


We have a plan, 
We have a plan, 
We're going to work together even 
better, 
Yes we can. 
Together we can do much more. 
We'll do iteven better than we did 
before. 
Come оп Singapore, 
We have a plan, 
We have a plan, 
We're going to work togethér even 
better, 
Yes we can. 
Together we can do much more, 
We'll do it even better than we. ша 
before: 
Come on Singapor 





























Now. that's т 
the wheels of i in 







Go quick smart.to welt € 
he hand me money —1 give ба 
аак 
Welfare sayi, С отс here. nom 






























































Six months on dole — no Jur poo 
drive around in Commodore: 
Write to friends in Vietnam 
| tellthem: "Come here, quic 


Still on welfare (but work at job) 
so get loan from finance mob... 
Get pretty smart — know what tc 
buy big house in. Waterloo. 


Friends write and tell me: "On t 
way!" " 
Can I find them place to stay? 
‚ When they arrive — with beds I fix. 
In just four rooms — get twenty. sb 


Soon am banking plenty. rent, 
(five in backyard — live in tent), 
Allare drawing Social money 
must think Hawke “bloody bunn 


With all my.friends now living ther 
next-door neighbour start to swear. 
Tell те he must move away == 

I buy his house — with cash pat 


Now everything is going good, 
soon I own all neighbourhood... ; 
Open fish shop next to Coles, 
make big profit from spring rolls: 
Get real fat from eating nice; 
sure as hell beats bloody rice. : 
Still on welfare — still get rents; 
Think 1 buy Mercedes Benz.” : 


Very happy — real good life. 
Bring out girl and make her wife; 
Take up hobby — call it breeding. 
Baby bonus pay for feeding. 


Kids need dentist — wife need р 

we get free — we got no bills. 

White man good; ‘he pay.all year, 

to keep the welfare running here... 

We thank Australia — damn good 
place, 

Too damn good for Aussie race. 


So if vou no like yellow man 
PLENTY ROOM IN VIETN 


e UGH! 












n ETH E 
АА 
ااك‎ P4 
= 


E W hen Datuk Seri Mahathir Mohamad 

Y became prime minister of Malaysia 
_ in 1981, replacing Tun Hussein Onn, he 
3 took a number of measures which gave 

— rise to popular expectation that his gov- 
ernment would be more liberal and demo- 

= «ratic. The previous administration had 
| Suffered widespread local and interna- 
tional criticism over its record on human- 
rights violations. 

Immediately upon taking over the gov- 
ernment, the new administration released 
à large number of political detainees and 
promised to review the Internal Security 
| Act (ISA), which empowers the minister 

| of home affairs to detain without trial in- 
definitely. The government also withdrew 
certain amendments to the Societies Act, 
_ which had earlier sparked off a wide and 
— concerted opposition from the public. The 
present minister of culture, youth and 
rts, Anwar Ibrahim, was then the 
- airman of the coordinating committee 
` formed to oppose the Societies Act 
_ amendments. 
3 In the new atmosphere, the local press 

_ — largely owned or controlled by compo- 
— ment parties of the ruling National Front 

. coalition and marked by subservience to 
- Official opinion — shed its timidity and be- 
| came more vocal. Articles critical of gov- 
—— ernment departments and officials began 
` to appear more frequently and dissenting 
| views were given more coverage. 

— While criticising implementation of 
—— government policies and abuses by the 
| government departments and officials, 
_ the press did not question some basic 
policies and actions of the government 
— which are anathema to a democratic 
. society. For example, it has not ques- 
- tioned the need for the continuation of the 
| State of emergency declared in 1969, even 
- though the armed struggle of the Com- 
— munist Party of Malaya (CPM) has been 
confined to a very limited area along the 
| border with Thailand. Although the con- 
- Stitution and other laws have been 
. amended repeatedly to enable the execu- 
rj 
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tiye to usurp the functions of the legisla- 
ture and the judiciary, such amendments 
have not come in for any criticism in the 
` local papers. 

Despite these serious omissions by the 
` local press, many had hoped that the pre- 
— sent administration would create the con- 
- . ditions for the emergence of a free press. 
— Some recent actions by the government, 
. however, seem to indicate that such hope 
— was misplaced and that we are heading to- 

wards a period of further curtailments of 

freedom of thought and discussion. 
Recently the home affairs minister sus- 
pended the licence of Nadi Insan (Human 

Pulse), a monthly magazine published by 
- the Institute for Social Analysis. The 
reason given by the government for the 
suspension is that Nadi Insan had pub- 
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lished an interview. with Tunku Wira, 
leader of the Muslim Patani United Liber- 
ation Organisation (Pulo) in southern 
Thailand. The minister considered the ar- 
ticle could upset diplomatic relations be- 
tween Malaysia and Thailand. 

Yet no one can believe the Thai au- 
thorities are so sensitive as to be upset by 
an article in a magazine which has very lit- 
tle influence on the Malaysian public; in 
fact, Nadi Insan's influence is limited to a 
small group of intellectuals and poses no 
threat to the ruling parties either. After 
all, the Thais are used to a press which is 
freer and bolder in its criticism of its gov- 
ernment than the press in Malaysia. 

This incident clearly reveals how limit- 
ed is the government's commitment to a 
liberal society and a free press. If it cannot 
tolerate a magazine such as this, is there 
any hope that the Malaysian authorities 
would permit the existence of an influen- 


Mohideen Abdul Ka- 
der is a lawyer from 
Penang and for more 
than a decade has 





been actively in- 
volved in the fight for 
human rights in 





" =) Malaysia. He is also 
the assistant secretary-general of the 
Malayan Peoples' Socialist Party. 





tial independent newspaper with a much 
wider circulation? 

The suspension of Nadi Insan is made 
possible only bécause of the enormous 
power vested in the government by law to 
control and regulate printing and publish- 
ing. Under the Printing Presses Ordinance 
of 1958, no person may print or publish a 
newspaper without а licence issued and re- 
newed each year by the home affairs 
minister. The minister has discretion in 
granting, withdrawing or refusing these li- 
cences. An appeal against the minister's 
decision may be made to the Yang di-Per- 
tuan Agung (or king, whose decision is 
final), yet under the constitution, the 
agung is constrained to act on the advice of 
his ministers. To the extent it reviews its 
own minister's decision, the. executive 
therefore becomes the judge of its own ac- 
tions and decisions. 


‘Oppression and intolerance of 
dissenting views and ideas will 
only stultify our creative powers 
and turn us into imitators and 
sycophants.* 


"uen 








2 | 
- The press in a climate of fear 


Although there is no direct right of ap- 
peal against the minister's decision, there 
is still some scope for review by the courts. 
In the past, the judges in Malaysia have 
not shown sufficient legal creativity and 
boldness to strike down decisions of minis- 
ters affecting fundamental liberties of the 
citizenry, particularly with regard to mat- 
ters affecting freedom of speech and de- 
tention without trial. The courts have con- 
sistently upheld decisions by the executive 
to detain persons without trial under the 
ISA, even though in exercising his powers 
under the act the minister has on occasion 
taken into consideration several irrelevant 
matters. 

Not long ago, the Federal Court 
justified the right of the government to 
enact emergency regulations while parlia- 
ment was functioning regarding criminal 
procedure that deprived defendants of a 
fair trial; though the Privy Council in Lon- 
don declared the regulations null and void 
(because parliament was functioning), the 
government's response was to amend the 
constitution to deny the courts the power 
to review these questions. 


onfronted with enormous powers in 

the hands of a government minister to 
decide the fate of a newspaper, and in the 
absence of sufficient legal protection, no 
printer or publisher of a major newspaper 
is prepared to gamble with millions of dol- 
lars worth of investment by publishing ar- 
ticles that may offend the sensitivities of 
those in power. Consequently, editors 
practise strict self-censorship to ensure the 
survival of their businesses. The effect of 
such censorship is to reduce newspapers to 
the status of official bulletin sheets; the 
role of the press as the defender of demo- 
cratic values and as a platform for the ven- 
tilation of conflicting ideas has been aban- 
doned. 

Malaysian laws not only curtail freedom 
to print and publish but also seriously in- 
fringe upon the right to import and distri- 
bute books, periodicals and other publica- 
tions. Under the Control of Imported 
Publications Act, 1958, and the ISA, the 
home affairs minister is empowered to 
prohibit the: import of any publication 
which, in his opinion, is prejudicial to pub- 
lic order, national interest, morality or 
security. He may also prohibit the import 
of all publications from any specified coun- 
try or publishing house. 

In exercising his powers under this law, 
the minister relies exclusively on the ad- 
vice of petty government functionaries 
who lack education: or competence to 
judge the merits of publications. Intellec- 
tuals and the wider reading public in this 
country thus depend on decisions by petty 
bureaucrats as to what publications they 
can read. 

Under this law, the minister has pro- 
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hibited the import of books from China, 
the Soviet Union and other communist 
countries. He also has banned thousands 
of books published in the West about his- 
tory, politics and religion. The Chinese 
translation of the great novel Jean Chris- 
tophe, by the Nobel Prize-winning author 
Romain Rolland, is among the banned 
books. Mahathir's The Malay Dilemma 
was banned under these powers, with the 
ban lifted only after he became prime 
minister. 


[: addition to powers to prohibit import- 
ed publications, the imported publi- 
cations law also empowers an authorised 
officer to seize and destroy any publica- 
tion which he considers prejudicial to pub- 
lic order, morality or security. Many pub- 
lications have been seized and destroyed 


under these powers, including a book 


about Lenin by an avowed anti-com- 
munist writer. The owner of the book, a 
prominent lawyer, filed a suit against the 





government and won his case on the | 


ground that there was no evidence that it 
was seized pursuant to the act. 
In its decision, however, the Federal 


Court recognised the powers of seizure | 


conferred by the act on an authorised of- 
ficer and stated that the court will not in- 
quire into the officer's reasons for his 
opinion as to the prejudicial nature of the 
publication. It also held that the court can- 
not entertain any action to recover loss 


suffered by a person as a result of the | 


a seizure of a publication under the act. The 
same powers were also used to prevent the 
circulation in Malaysia of the book Special 
Guest, written by the former agriculture 
minister and political detainee, Aziz 
Ishak. 

Constant harassment of book dealers 
who import foreign books and magazines 
have intimidated them into not importing 
books on politics, philosophy or history 
which they fear would be politically con- 
troversial. As a result, bookshops here 
prefer to deal in school textbooks and re- 
vision books. Many important and 
stimulating books are therefore not avail- 
able to the public. 

Having experienced these oppressive 
laws himself, many hoped that Mahathir 
would revise them to give greater freedom 
to our people to publish, read and discuss. 
It now appears that any such hopes will re- 
main unfulfilled. The government has in- 
troduced a bill for first reading during the 
current session of parliament which would 
amend the Imported Publications Act to 
give greater powers to the minister to re- 
strict the import of publications. 

If passed, the amendments will em- 
power the minister to require foreign pub- 
lishers to pay a deposit for the import of 
publications. The deposit may be forfeited 
if the foreign publisher does not appear in 
court to answer a criminal charge or a civil 
claim made against him. Moreover, any- 
one importing such publications will be re- 
quired to obtain a licence. The present 
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Street bookstall: no one is prepared to gamble 


they are unable to pay such depo- 
sit, their publications would be 
effectively kept out of сігейа- 
tion. Here again is another in- 
stance of the government amend- 
ing the law to silence its critics. 

These repressive laws have 
prevented discussion of impor- 
tant issues and therefore have 
hindered the development ofian 
informed society. They have gen- 
erated a climate of fear and ignor- 
ance in which people are afraid ta 
speak and write freely and with 
conviction. People's attitudes, 
values and actions are guided 
more by prejudice and passion 
rather than reason and facts. 
Such an environment is inimical 
to the development of science 
and. culture, and as a result, we 
have made very little contribu- 
tion in these fields. 

Mahathir wants Malaysians to 
be disciplined and industrious so 
that the nation can stand on an 
equal footing with others and 








amendments are obviously a response to 
articles appearing in foreign publications 
criticising the government and its actions. 
By imposing these conditions, the au- 
thorities hope to curb such criticism. 
These amendments are unnecessary as 
the libel laws in this country can easily 
cope with any breaches committed by 
foreign publishers. They open the door to 
discrimination in the import of foreign 
publications. The government can require 
foreign publishers whose publications 
have been critical-of the government to | 
pay large sums of money as deposit. If | 


earn their respect. Very often, he 
laments the fact that we are not creative 
and innovative but he seems to have for- 
gotten that creativity and innovation 
thrive only in an atmosphere of free 
thought and inquiry. 

Oppression and intolerance of dissent- 
ing views and ideas will only stultify our 
creative powers and turn us into imitators 
and sycophants. The precondition for the 
release of the creative energies of the 
people and the consequent flowering of 
culture and science in our society is the re- 
peal of laws which curtail our freedom of 
thought and expression. 








MIDDLE EAST 
TASK FORCE 


The call could be for a highly skilled 
technician or hundreds of operatives for 
a major project. Whatever your require- 
ment IAL can recruit any or all of them 
for you. 

[AL's computerised talent 
bank and worldwide associa- 
tions* guarantee the breadth 
of calibre and choice. Our 
detailed attention to each of 
our client's needs ensures 
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the right selection. We offer a complete 
service from advertising right through 
to training and on-site delivery. 

So whatever your need, let [AL's 
proven international 
experience work for you 
To fully assess the 
contribution IAL can make 
to your business, contact 
Recruitment Executive: 
Douglas Gillan 
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| Many happy returns | 


Moscow and Hanoi celebrate their 1978 friendship treaty, 
striking a compromise on China and Soviet aid 


By Nayan Chanda 


A: the ceremonies for the fifth anniver- 
sary of the Soviet-Vietnam treaty 
ended in Hanoi on November 2, there 
were clear signs that a compromise had 
been reached between the two allies to en- 
sure many more such occasions. But this 
would also mean a continued stalemate in 
the Soviet effort to normalise its relations 
with China. 

Geyder Aliyev, politburo member and 
vice-chairman of the Soviet Council of 
Ministers, put his signature to а treaty of 
long-term economic and technical coope- 
ration with Vietnam and to a joint state- 
ment affirming Moscow's “unbreakable 
friendship” with Hanoi. With China 
clearly in mind, Aliyev told a meeting in 
Hanoi: “Let no one have any illusion 
about it if he wants to test this friendship 
or to use it for a political bargain.” For 
their part, the Vietnamese promised not 
to relax efforts to normalise relations with 


_ China — a course Moscow favours — and 


agreed to greater Soviet involvement in 
Vietnamese planning. 

Secretary-General Le Duan, Premier 
‘Pham Van Dong and other top leaders of 
Vietnam had assembled in Moscow in 
November 1978 to sign the treaty of 
friendship. The immediate purpose was to 
gain assurance from Moscow against pos- 
sible Chinese retaliation as Vietnam pre- 
pared to invade Peking’s ally, Cambodia. 
On that occasion, the late president 
“Leonid Brezhnev said that the treaty was 
eas significant in view of the dif- 

ulties created for Vietnam by the 
Chinese leadership. 


— of the anti-Chinese treaty. China and 





Vietnam have fought a brief war, and 
"Moscow and Peking have begun normali- 
sation talks. Trying to take advantage of 
the strain in Sino- American relations fol- 
lowing Ronald Reagan's election as Unit- 


`. ed States president in 1980, the Soviets 


have stepped up efforts to woo China. 
While Vietnam, locked in a bitter conflict 
with China over Cambodia, has called Pe- 
king an enemy of socialism, Brezhnev 
tried to soothe China by publicly acknow- 
ledging it as a socialist country. 

Vietnam, which has had experience of 
being pressured or ditched by powerful 
friends, has reacted nervously to the re- 
sumption of Sino-Soviet talks in October 
last year. Hanoi's wariness has been due 
particularly to the fact that China has 
made cessation of Soviet support to Viet- 
nam's Cambodia policy a major precondi- 
tion for normalisation. 

Despite Soviet assurances that the talks 
would not affect third-party interests, 
Hanoi has not hidden its anxiety. The an- 
xiety has been expressed indirectly by 





Much water has flowed since the signing : 


stressing its fear of China as compared 
with the relaxed Soviet view. In March 
Vietnamese Foreign Minister Nguyen Co 
Thach told an interviewer that both Viet- 
nam and the Soviet Union fought for their 
national interests. Their interests con- 
verge on some points, he said, "but there 
are certainly some divergences. While we 
need to work for regional detente, the 
USSR has to work for world-wide de- 
tente. There is a difference of nuance." 
In other words, for the purpose of 
strategic balance with the US, the Soviets 
need to mend fences with China while nar- 
rower Vietnamese interests in the region 
call for opposition to Peking. Lessening 


Thach: ‘a difference of nuance. 





tension between China and. the Soviet 
Union would strengthen the latter's posi- 
tion vis-à-vis Washington, but that could 
mean less Soviet support for Vietnam, 
which describes China as its "direct and 
most dangerous enemy." 


he joint statement and speeches by 

Soviet and Vietnamese leaders during 
Aliyev's visit to Hanoi this month do not 
indicate any narrowing of that “difference 
of nuance." But they point to à com- 
promise. While continuing efforts to nor- 
malise relations with. China, the Soviets 
will persist in their support for Vietnam's 
leading role in Indochina and give long- 
term assistance. Hanoi, for its part, seems 
to have agreed to seek normalisation with 
Peking. 

At the welcoming banquet for Aliyev 
on October 28, Dong sternly declared: 
"The Vietnamese people will persist in 
their struggle against the expansionist and 
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1egemonis $6 polig. of the Peking Rag 
circles.” But while being vigilant towards 
all hostile acts of “the Chinese expan- 
sionists in collusion with the US im- 
perialists,” he said, Vietnam was ready to 
hold normalisation talks with Peking. 

In his speech, Aliyev concentrated his 
attack on Washington, which, he said, had 
created an extremely dangerous interna- 
tional situation. In this situation, Aliyev 
pointed out, “coordination of our ac- 
tivities in the international arena is all the 
more imperative.” This could be read as 
an appeal to Vietnam to play down its con- 
flict with China and help Moscow to im- 
prove relations with Peking. 

Aliyev was conspicuously silent on 
Vietnamese complaints about China. He 
made a passing remark about “imperialist 
circles and their henchmen” interfering in 
the internal affairs of Southeast Asian 
countries and then stated: “We still hold 
that in Southeast Asia, there is no issue 
that cannot be settled by negotiations.” 
The Soviet Government, he said, fully 
supports the efforts of Vietnam, Laos and 
Cambodia in normalising the situation in 
Southeast Asia. Absent from his speech 
was the expression of “solidarity with the 
struggle of the three countries of In- 
dochina against the intrigues of the forces 
[of hegemonism and imperialism |" — the 
formula that was used in the Soviet- Viet- 
namese joint communique in Moscow on 
October 8, 1982. 

Although talks between Le Duan and 
Soviet party leader Yuri Andropov in July 
reportedly ironed out basic differences, 
Aliyev appears to have spent some time 
reassuring the Vietnamese leaders onceg 
again. In a speech three days after his ar 
val in Hanoi, Aliyev reiterated that M "y 
cow and Peking "differ considerably in 
their positions regarding a number of in- 
ternational issues and their relations with 
certain countries." Improved relations be- 
tween China and the Soviet Union will 
help ease international tension. "Cer- 
tainly,” he added, “this process should in 
no way be inimical to the interests of our 
friends and allies.” He also publicly 
nudged Hanoi to seek good relations with 
China by affirming Moscow's support for 
Vietnam's “constructive proposals" for 
normalising relations with Peking. 

Aliyev avoided using the terms “Indo- 
china” or “special relationship" in his 
speeches in Hanoi, but he acknowledged 
that the *unity, solidarity and comprehen- 
sive cooperation between Vietnam, Laos 
and Cambodia are a decisive factor to en- 
sure their success." Aliyev's words con- 
firmed the belief of analysts that while the 
Soviet Union would like to see Laos and 
Cambodia retain their separate identities 
and maintain direct relations with Mos- 
cow, it clearly. recognises the need for 
their unity under a. Vietnamese leader- 


V 

oviet. support for Vietnam-led Indo- 
china was nevertheless low-key. Aliyev 
failed, for instance, to mention the Indo- 
chinese summit held in Vientiane in 
February — an event that was singled out 
by Vice-Premier To Huu in his Hanoi 
speech. He called the summit an impor- 
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ne of iustis s greatest and most 
ies, who: helped to create 
Britain's MI6 and. Australia's Secret In- 
telliener- Service (ASIS), has sadly 
sed of treachery eight vears 
after his death and cremation in Eng- 











He was Charles ("Dick") Ellis, who 
“Was born in Sydney in 1895 of English 
parents. He won scholarships to Mel- 
^ bourne University and Oxford, served in 
те British Army in World War I, and 




















Canadian  millionaire-industrialist 





trep help. establish in Canada in 

940 the British Security Coordination 
ganisation; which, with the American 
president's warm but secret approval, 
controlled the flow of British intelli- 
gence across the Atlantic. 

Britain made him a Commander of the 
Order of the British Empire and of the 
Order of St Micháel and St George and 
the United States made him an officer of 
the Legion of Merit. He was a close 

` friend of the then Australian external af- 
' fairs minister R. G. Casey (later Lord 
Casey), who authorised him to found 
ASIS after the Korean War (when I first 
fleetingly knew him). 
Now T learn from Melbourne Herald 
writer Peter Game that’ two distin- 
ished British authors are disputing the 
llis record in rival books. Chapman 



















tant landmark in the “unprecedently fine 
development of the militant alliance and 
special relationship between Vietnam, 
Laos and Cambodia.” 
He also reminded Aliyev that in the face 
-of the “unchanged hostile scheme of the 
Chinese expansionists and hegemonists 
who are colluding with the US imperialists 
in undermining Vietnam, Laos and Cam- 
bodia, the Vietnamese people remain 
vigilant and firmly hold their guns to de- 
fend the fatherland and fulfil their inter- 
nationalist duty.” This seems to be an im- 
plied critique of the Soviet analysis which 
sees only the US threat and plays down 
any such threat from the Chinese. 

The tough Vietnamese critique of 
China seemsto have forced'the Soviet visi- 
tor to modify his initially mild characteri- 
sation of Peking's policy. According to a 
Tass report, the Soviet апа Vietnamese 
leaders agreed that the ^hostile policy of 
the forces of imperialism апа 
hegemonism” threatened the indepen- 
dence, sovereignty and integrity of Laos, 
Cambodia and Vietnam. Denouncing 
China through the code мога 
hegemonism was the price Aliyev seemed 
to have paid to secure Vietnamese accept- 

ance of its’ general foreign policy ap- 

proach. Even then, the Vietnamese re- 

fused to endorse publicly the Soviet effort 
es with China. ^ 





was persuaded by Sir William Stephen- | 
hero of the book A Man Called In- | 
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Pincher — astonishingly — has claimed 
that Ellis confessed privily in 1965 that 
he had spied for both Germany and the 
Soviet Union before World War H, and 
for the Soviet Union after the war. 
Pincher — no fool he — has had access.to 
MI6 files, which he claims establish Ellis’ 
“treachery.” 

But my mate and long-time Far Fast: 
eri correspondent colleague, Bill 
Stevenson.(who wrote the life-story of 
“Intrepid” Stephenson), now 83, has 
соте out with a crushing, detatled de- 
nunciation of. Pincher’s book. Bill — no 
relation to Stephenson — calls his book 
Intrepid's Last. Case and insists: "There 
is absolutely no evidence that Ellis was à 
Nazi or Soviet mole. . He has been 
made a scapegoat because he is conves 
niently dead. The KGB are using him to 
get the real moles off the hook.” 

He points out that after Ellis returned 
to the MI6 organisation in a senior post 
at the end of the war, Kim Philby, the 
real Soviet master-spy, before he de- 
fected in 1963, could have faked MI6 
files — if there are any — to brand Ellis 
as a traitor. 

"Intrepid," who urged Bill to write the 
book, has also demanded, from his Ber- 
muda home, that the Australian Gov- 
ernment use pressure on Britain's 
Downing Street to clear Ellis. "Dick 
Ellis was not a traitor or a mole or a dou- 
ble or triple agent— just a patriot, doing 


To reassure the Vietnamese about its 
long-term commitment to Vietnam, the 
Soviet Union also signed a long-term 
programme for the development” of 
economic, scientific and technical coope- 
ration. “Life has shown," Aliyev noted 
cryptically, “that it is now necessary to 
build this cooperation on a long-term basis 
and assume more economic forms of 
economic relations.” No details are yet 
available of the programme, but the Soviet 
visitor bluntly told the Vietnamese that 
this means a significant sacrifice for the 
Soviet Union. “Let me say frankly," he 
said, “that in helping Vietnam develop its 
economy the Soviet people have to share 
with you even things they also need.” ` 


B gramme of cooperation indicate great- 
er Soviet involvement in Vietnamese 
planning and execution of future projects. 
In his speech, Aliyev clearly referred to 
the need for more efficient utilisation of 
the aid that Moscow gives. The price for 
increased Soviet assistance would be an 
increased Soviet presence in Vietnam and 
more direct management of the projects 
so that they will bring benefits to the 
Soviet Union as well. 

The anniversary celebration in Hanoi 
also provided ап occasio: ‘the: Viet- 
namese to demonstrate publia 


rief Soviet reports about the new pro- 
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his proper. " Stephenson argues 
"He wasamanoft integrity and dedica 
tion. Australia 1 ter shoul 





| writing. 


doubt SA ould tell wheth r 
genuine.” 
Stephenson i 


| honest friend. 1 











will fest i in bh c clearance of Ellis. 
haven't seen Pincher for along time, but 
I don’t doubt that, with new and can 
vincing counter-evidence, he woul 
withdraw his accusations without hesit 
tion. И 

Ellis left two children, Ann, who 1 
turned her father’s awards to White 
after British Prime Minister Margar 
Thatcher refused to offer an opinion or 
the truth of the allegations; and Peter, 
who says he has been carefully check 
and disproving Pincher's claims, and h 
“many photos and letters that will su 
port the fact that my father was co 
pletely honourable.” in a biograpi 
which he is preparing: 









































































gratitude to Moscow for its ass 
Dozens of articles and commentaries 
the press, some signed by ministers; 
somely praised the Soviet Union for: 
generous aid. The articles also helped 
show the extent of Vietnamese depen 
dence on Moscow. In an article in № 
Dan, the Vietnamese party daily, 
Premier Tran Quynh admitted that néa 
100% of Vietnam's fuel and lubrica 
more than 90% of fertilisers and me 
than 80% of metallurgical products, 
gether with large quantities of other ma 
rials, are supplied by the Soviet Union. 
Other articles said that most of 
nam's electrical power comes from $ 
made plants and 80% of the countr 
is from Soviet-assisted mines. In the p 
30 years Moscow has trained 60,000 | ‹ 
nicians and workers, and nearly 400,000 
students have been educated in the So 
Union. The papers did not mention t 
most of Vietnam's military hardw. 
comes from the Soviet Union — à vit 
and irreplaceable source. 
It was not surprising then, that despit 
doubts over Moscow’s China policy Ha 
should be doing its best to strengthen it 
ties with the Soviet Union, Аз Le Du 
said: “To unite closely and cooperate i 
areas with the Soviet Union is the pr 
le strategy and revolutionary senti 
of Vietnamese people]. - 













Japanese, Europeans and Americans discuss trade this year: is the U. out-gunned? 








The expertise gap 


Two former US officials argue that Washington lacks the 
people and organisation to deal effectively with Japan 


By Robert Manning 

Washington: As United States President 
Ronald Reagan meets Japanese leaders 
in Tokyo, an article in the current issue 
of the journal Foreign Policy is generating 
a debate among Asia specialists in and out 
of government, and has raised questions 
about the adequacy of the US policymak- 
ing apparatus tö cope with US-Japanese 
problems. The article, written by former 
State Department officials Ronald Morse 
and Edward Olsen, charges that “the US 
foreign-policy bureaucracy lacks the per- 
sonnel and organisation to deal effectively 
with Japan.” 

Morse and Olsen, both Japan specialists 
who worked in the State Department's 
Bureau of Intelligence and Research, note 
that Japan “has a 13:1 personnel advan- 
tage in almost every area of ties with the 
US.” Among the charges that have par- 
ticularly irritated US officials is that “the 
US Embassy in Tokyo is not now capable 
of truly fulfilling the needs of American 
business or the US Government.” The au- 
thors say that the tenure of US Ambas- 
sador to Japan Mike Mansfield, who is 
highly regarded here in diplomatic circles, 
“has not been a success,” and claim that 
US policy towards Japan is made by “a 
generation of senior officials whose view 
of Japan is shaped by an outdated Occupa- 
tion-era mentality.” 

The article makes a strong case with re- 
gard to the lack of Japan expertise in the 
US foreign- and trade-policy bureaucracy 
— an argument gencrally supported by a 
cross-section of US officials contacted by 
the REVIEW. The authors also take issue 
with the State Department's emphasis on 
China, despite Japan's importance to the 





US. Morse and Olsen point out that in re- 
cent years there has not been a single offi- 
cial at the assistant-secretary level in any 
section of the US Government who has 
been a Japan specialist. In the State De- 
partment's Bureau of Intelligence and Re- 
search, for example, there is only one 
Japan analyst among 20 Asia specialists. 
In the US Embassy in Tokyo, of 300 pro- 
fessionals there are only six commercial 
officers and eight economic officers. 


he article also argues that there are too 

few Japan specialists scattered around 
the various government agencies, which 
are too fragmented and diffuse to achieve 
coherence or consistency. In sharp con- 
trast, the Foreign Policy article says 
Tokyo “maintains a corps of diplomats” 
specialising in the US “at every level of 
government, not to mention private busi- 
ness... The Japanese bureaucracy places 
а high priority on training analysts of 
American politics, economics and security 
affairs." The authors add that both public 
and private American lobbyists “have 
been out-gunned and out-manned by their 
Japanese counterparts . . . The Japan 
lobby is one of Washington's largest 
foreign pressure groups . . . One out of 
every five registered foreign agents in the 
US works in some way for Japan." 

In interviews with a cross-section of US 
State Department and trade officials, the 
view that emerges is that while the authors 
overstate their case, most of their argu- 
ments contain at least a kernel of truth. 
One administration official quipped: 
"Until recently, the emphasis has been on 
China. Japan has been treated as a stop- 


лани 


over on the way to Peking.” Few officials 


dispute that the emphasis in Asia policy 
and on utilisation of Asia specialists has 
been on China, despite the massive US$60 
billion economic relationship with Japan 
and the US defence treaty with Tokyo. 

Asked about the charge of an “Occupa- 
tion-era mentality," Morse told the 
REVIEW that among older senior Japan 
specialists, there is a common, view of 
Japan as a post-World War II fledgeling 
state which is “out of touch with the past 
20 years.” While some Asia specialists re- 
ject this view, some US officials concede 
that there is a tendency among older spe- 
cialists “not to take Japan seriously, to 
view it as an LDC [less-developed coun- 
try] of sorts,” as one trade official de- 
scribed it. 

Perhaps the most disputed point in the 
article is the portrayal of Mansfield. It is 
difficult to find any US official who has a 
bad word to say about Mansfield, though 
many concede that he does tend to echo 
Japanese views, and this detracts from his 
influence in the policymaking process. 
“Almost every embassy suffers from some 
degree of ‘regionalitis, of putting their 
area or country first,” one official said, 
“but Mansfield is a well-respected politi- 
cal figure with a direct line of communica- 
tion to the White House.” 

To remedy the situation, the article pre- 
scribes a number of measures aimed at 
bringing more Japan expertise into the 
policymaking process and better coor- 
dinating the policy agenda towards Japan. 
“For 30 years,” the article says, “Tokyo 
has bid down many American requests, 
split the constituencies of US жеее апа 
tied up negotiations procedurally.” Morse 
said in an interview: “Policy towards 
Japan has lacked a clear and consistent 
agenda, and Tokyo has succeeded in get- 
ting one agency — like the commerce or 
agriculture departments — fighting an- 
other.” 

The article argues: “Washington des- 
perately needs a centralised, long-term 
command-and-control structure to coor- 
dinate its myriad dealings with Japan into 
one over-arching Japan strategy.” Morse 
cited in the interview the seemingly end- 
less procession of various US. officials 
going to Japan as evidence that the 
policymaking process is inadequate. 

The article, which has received much 
publicity in the Japanese press, argues 
that “in the long run, infusing Japan ex- 
pertise throughout official Washington” is 
needed to deal effectively with Japan. The 
authors also propose that every US em- 
bassy in Asia should have at least one 
Japan specialist assigned to it. 

But the centrepiece of their recommen- 
dations is modelled after Australia’s high- 
level Japan “secretariat.” Thè idea, as 
Morse explained it in the interview, is to 
create “a coordinating mechanism based 
in the National Security Council [NSC] 
with a political mandate from the presi- 
dent, with one or more permanent staff to 
set and keep the policy agenda moving.” 
Morse said there are three key links to ef- 
fectively coordinating a coherent policy: 
an NSC Asia coordinator, the State De- 
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. Sanwa Bank is one of Japan's 


leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
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which would smooth US- -Japan 





lorse said: 


iare very poor on anticipating events, 
hey are unfamiliar with the pattern, the 
amic of events on the ground in Japan. 


ove the policy. 

While few Asia specialists in or Out, of 
the government dispute the need for more 
pan expertise and better policy coordi- 


1d Olsen formula. “How much depends 
t personalities and how much on struc 
215 ыу to sort out,” one US official 
A US senior trade official said: 
ven n how diffuse the policy process is, if 
sonis in a position — by strength of 
lity or relation to the president — 
ement a particular policy, he prob- 
would ‘succeed in doing so." One 
Department official explained: “We 
dy havea coordinated policy — of 


this administration's policy towards 
pan has been relatively successful.” 


rhaps the fact that Reagan's trip to 
pan is marked more by ceremony. 
étoric than by substance under! 
s the difficulty of implementing the 
ities of a policy agenda. Ironically, 
‚ the Reagan administration, 
analysts agree, has placed more em- 
$ on Japan under the tenure of Sec- 
ate George Shultz than any ad: 
nin recent times. ‘ 
act, bureaucratic changes now under 
pem to.confirm Morse's and Olsen's 
of shortcomings in the US 
ап: ` apparatus . concerning 
ipan. Assistant Secretary of State for 
t Asia and the Pacific Paul Wolfowitz 
iding up the post of deputy assistant 
ecretary for East Asia and the Pacific. Be- 
ning in January, there will be two de- 
$5. one responsible for China and the 
€ islands, and the other for Japan 
South Korea. William Sherman is tip- 
(d to take over the deputy's slot for 
Jah and South Korea. Sherman, cur- 
ntly assigned to the US mission to the 
nited Nations, is a veteran Japan hand. 
Reliable sources said that the State De- 
artment Bureau of Intelligence and Re- 
search also will soon add at least one 
Japan specialist to its staff. 
While it is true that the entire US Com- 
егсе Department and the US special 

































em less than half a dozen Japan special- 


hasis on Japan. Given the slow pace at 
hich bureaucracies tend to change, the 
ew moves seem to be a step.in that direc- 
tion, though they fall short of the sweep- 
ing recommendations made inthe Foreign 
Policy article. 






“Competent foreign-ser- | 
ce officers do fine in managing a crisis, 


iat is why Japan expertise would ie: 


tion, many are sceptical 1 of the Могѕе |: 


it could be made more effective, 


e representative's office have between: 


these moves at the State Department. 
rly underscore the government's NEW 


€ to a consistent, coherent policy | 
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paign against: ертин pollution’ is 





































By Da vid Bona via А 
Peking: Love, _ democracy, humani- 
tarianism.. and diberalism: it- reads 








like а list of the most treasured ideals of 


civilised man. On. the contrary, however, : 
these qualities are chief among those 


being attacked їп (ће latest Chinese offi- 
cial. campaign against “spiritual pollu- 
tion.” E 

“Bourgeois”, individualism. and the 
ideals that foster it are coming under fire 
as unhealthy influences which have crept 
into Chinese society as a result of the na- 
tion's increased openness to trade. and 
other contacts with the: West. The cam- 


‘paign against spiritual pollution and 


against the theory of social alienation is 
being used to prepare the public for the 
forthcoming purge of leftists in the com- 
munist party. 

Apparently in order to head off leftist 


claims that elder statesman Deng Xiao- . 
| ping and his leadership team are permit- 
ting China to suffer moral decay in the i ine, 


terests of modernisation, the campaign is 
being widened by Deng’s own men to take 
in typical preoccupations of “bourgeois” 
intellectuals as targets. However, obser- 
vers here are becoming increasingly. cer- 
tain that loose, speculative ideology is al- 
most. as objectionable to Deng as it is to 


the remnant leftists in the party and the 


armed forces. Some go as far as to suggest 
that Deng — known for his rightist lean- 
ings in other areas of policy — considers it 
a greater threat to Chinese socialist ideo- 
logy than the leftism he so often decries. 

The chief of official literary and intellec- 
tual circles, Zhou Yang, has issued a pub- 
lic self-criticism for his own failure earlier 
this year to point out the dangers of the 
new “alienation” movement. The move- 
ment among intellectuals and educated 
young people holds the view that mankind 
can feel alienated from society and pro- 
duction in a socialist society, just as Karl 
Marx said it inevitably was in a capitalist 
one. This is hereby associated with other 
“unhealthy” trends such as existentialism 
and speculative science fiction, which 
have been causing the party watchdogs 
concern, Zhou mentioned in his confes- 
sion that he wrote an article in which he 
called alienation merely “a complex prob- 
lem requiring investigation.” 

The People's Daily, however, has come 
out in apposition:to the-idea that aliena- 
tion' can occur under socialism, or that 
Marx was thinking of socialist societies 
when he described the concept. Zhou, 
aged 75, is the party's most sensitive liter- 
ary weathervane. Since the early 1940s he 
has served as watchdog over its writers, 


and his accusing finger has sent not a few 








‘tion: ‘And: science fiction. 


„ Jaw-breaking activities such as the imp: 


cómic books from Hongkong. sho 
magical heroes and heroines performing 
"Supérman-like stunts: are being banned 






ca 
tied to the imminent purge of party ешеш 


of them into disgrace, obscurity о or jail 


"Over the years. 


Hé has no known creative talent, having 


published only theoretical works and 
"translations from Russian until his down- 


fall in the Cultural Revolution. Sub- 
sequently rehabilitated, he is now a useful 
figure for Deng to use in his drive to en- 
sure that his own policies cannot be easily 
accused of opening the door.to bourgeois 


liberalism. 
M eanwhile, libraries in universitiesand 
institutes are reported to: be under- 
going a fresh "purge," with even mildly 
controversial books. being removed from 
open shelves and consigned to the stacks, 
where only those with special clearance may 
conduct research. А literary critic in the 
northeastern province of Qirin has been 


publicly rebuked’ for. his suggestion that 


modernist and: individualist strains innew 
Chinese poetry are acceptable for publi 





there has been a craze in recent | years — 
has been denounced as unscientific, mis- 
leading and harmful to. the thinking and 
morals of readers. © . 

From there it is only a short step to ® 
equating undesirable literary trends with @ 
ort 
ven 


18 


and distribution of pornography. : 





from street-corner bookstalls. +. 

The real problem is that the younger 
generation now is apathetic: and.cynical 
about politics, and vulnerable to literature 
which preaches “free democracy, indi- 
vidual emancipation and individual strug- 
gle, anarchism, nihilism, negative world- 
weariness.arid so on," as the. Guangming 
Daily put it. The federation of literary and 
art circles in the politically strife-torn 
Guangxi Zhuang Autonomous Region has 
denounced “the pursuit of so-called exotic 


| surroundings and mood, the fabrication of 


absurd plots and so on." 

High officials in Hubei province have 
said that modernism goes together with 
"the doubts of some people regarding 
socialism and party leadership," and call- 
ed on ideological workers to be “engineers 
of the soul" What this all adds up tois the 
disillusionment of many intellectuals and 
young people with the future of Chinese 
socialism, "and. the. search... for 
solace in philosophy and literature. The 
ideas under discussion are already de- 
cades old in the West, where modernism is 
no longer capable of a comprehensive de- 
finition. 








Why The Mandarin Singapore 


is the convention planner’s choice. 


1200 guest rooms. Meeting 
and banquet rooms of 
various sizes for up to 1200 
delegates. Full range of 
up-to-date audio-visual 
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ingapore is fast becoming S.E. Asia's boutiques — all under one roof. 


convention city. The Mandarin Located along Orchard Road, 
Singapore is one good reason why. we are within walking distance from 
Backed by a team of professionals, major shopping, entertainment and tourist 
The Mandarin Singapore is considered complexes. And just 15 minutes away 
"one of the most magnificent hotels on from S.E. Asia's largest theatre- 
earth . . .” (Fortune Magazine). Our restaurant, The Neptune. 
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For worldwide financial service, you should 
look for a bank that offers you a bit more 
than just services worldwide. 


You need a bank whose interest doesn’t stop 
short at your balance sheet. A bank that 
takes the trouble to understand your busi- 
ness, in order to provide you with sound 
advice; and not just in financial matters. A 
bank that is large enough to offer you a com- 
plete range of financial services, yet flexible 
enough to produce tailor-made solutions to 
your international problems. 
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Dresdner Bank AG 
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We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
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international financial services — and a bit 
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For a closer look at the world of Alfa-Laval, please write to: 


Public Affairs Group Staff, Alfa-Laval AB, PO Box 500, S-147 00 Tumba, Sweden. 




















| Е Cheddar is one of the world’s most | 
popular and delicious cheeses - but it is also one | 
ofthe most time-consuming and complicated to | 
produce, traditionally involving a day-long process of į 
preparation, fermentation, pressing and shaping " 
before the finished cheese is ready to mature. 
Alfa-Laval have changed all that—by a 
_ revolutionary process which cuts down the entire 
operation to just six hours and turns out 
a full finished Cheddar every 90 seconds—ready to mature and : 
. every bit as good as the hand-made version. 
How do we do it? By combining 500 years of 
traditional Somerset cheese-making experience with . 
up-to-the-minute technology. The result is АЈ О-Має 
the first ever fully automatic, continuous Cheddar — 
process, originated by Alfa-Laval and now ready for use 
throughout the world. 

In a world where half the cheese of the “hard” 
variety produced and consumed is Cheddar, this is a very 
significant development. 
But it is just one example of our innovative approach | 
to business. We don’t expect _ 
the world to come to us— 
instead we go out to the worl 
with new and often daring 
applications for our well- 
proven product lines. That way _ 
we can open up new markets 
that other companies only 
dream about. 


And we do. 




















The growing world of Alfa-Laval 
Alfa-Laval employs 18,000 people in 
35 countries and its annual turnover of 
USS1,100 million ( a 13% increase over 1981) 
represents 10 consecutive years of growth. 
87% of this turnover was derived from sales 
outside Sweden. Over the past five years, 
dividend growth rate has averaged 11.196. 
Today Alfa-Laval's products and processes are 
solving problems in 125 countries and in over 
170 industries - from energy production, 
environmental control and food processing to 
resource recovery, agriculture and chemical 
engineering. 
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If you believe 
genuine status only 
tomes through 
progress, not 
drive the real thing? 


[he BMW 7-Series. 


A car can be exclusive because of its name 
and, therefore, its heritage. 

A top-class car can also be exclusive, 
because through it a few own what many 
others cannot afford. 

But today, for a luxury car to be really 
exclusive in the best sense of the word, 
it needs more: namely, unique and pro- 
gressive technology. 


Exclusivity through progress. And not for 
its own sake. 

Technological progress has given the 
concept of exclusivity a new content in all 
areas of life. 

The old, conventional idea of status has 
run its course. 

And today, cars which claim to be 
exclusive, must live up to that promise in 
every way. 

That’s why the name BMW has become 





the exclusive symbol all over the world for 
what progress can offer you today. 


Technological progress has given exclusi- 
vity a new meaning. 

In cars, it means BMW. 

There's hardly another single car manu- 
facturer in the world, who has contributed 
as much as BMW to the technological 
development of the motor car. 

Andan ever-increasing number of drivers, 
who share our willingness to invest in 
innovation, have recognised this by buy- 
ing BMW. 

They are the car buyers, who insist on 
modern and contemporary technologies 
in a top-class car, and who expect the 
highest standards of quality, comfort and 
luxury as a matter of course. 

And it's because it offers both, that more 
and more farsighted and demanding 
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drivers world-wide are choosing the large 
BMW. 

Because its wide range of innovative 
features relieves driver strain and stress; 
because its advanced, ultra-modern 
engine technologies still offer complete 
driving pleasure; and because the 
unusually low fuel consumption in a car 
of this class ensures suprisingly 
economical motoring. 

And the fact that its reduced exhaust 
emissions help protect the environment, 
doesn’t just highlight yet another advan- 
tage of the large BMW, but also its driver, 
who is able to express his own environ- 
mental consciousness through his car. 
BMW has been responsible for numerous 
milestones in automotive progress. 

And many of these were first realised on 
the BMW 7-Series. 

Find out more about them, because we've 


got a lot more to tell you on the subject. 
And, in particular, ask about the large BMW. 
It will prove to you, why it’s simply 

not worth trailing behind technological 
progress. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: 
BMW Japan Corp., 12-24-4 Chome Nishiazabu, 
Minato-ku, Tokyo 106, Tel.: (03) 499-6811 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 163, Matauwei 
Road, Tokwawan, Kowloon, Tel.: 3-7145271-5 


Indonesia: 
P.T. Tjahja Sakti Motor Corp., JI. Cikini Raya 70, Jakarta 
Pusat, Tel.: 332913/321375 


Brunei: 

Performance Company Ltd., No. 1 Bangunan Gadong 
Properties, P.O. Box 2394, Jalan Gadong Bandar Seri 
Begawan, Tel.: 20383 





Singapore: 
Performance Motors Ltd., 896, Dunearn Road 01-01, 
Sime Darby Centre, Singapore 2158, Tel.: 4698800 


Taiwan: 
Pan German Motors Ltd. 349, Tun-hua North Road, 
Taipei, R.O.C., Tel.: (02) 7153101/71 30173 


Thailand: 
Continental Auto Centre Co., Ltd.,6 Rongmuang Soi 5, 
Bangkok 5, P.O. Box 5/210, Tel.: 214-2521-7 


Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., 42, 42-1, Jalan 
Sultan Ismail, Kuala Lumpur 05-12, Tel.: 418555 








Prime Mover. 


Behind the dynamic growth of 
IBJ the Japanese economy is the 
@ foresight and innovative spirit of 
the country's banking institutions. And among 
the prime movers providing funds and services 
for expansion of plants and equipment is the 
Industrial Bank of Japan. IBJ is Japan's largest 
and oldest long-term credit bank with $65 bil- 
lion in assets. As main bankerto Japan's key in- 
dustries, IBJ has the resources and capabilities 
needed to actuate any business anywhere in 
the world. If you're planning a major project, 
plan with a prime mover. IBJ. 


IBJ 


INDUSTRIAL BANK OF JAPAN 


Head Office: 3-3, Marunouchi 1-chome, Chiyoda-ku, Tokyo 
Phone: 214-1111 Telex: J22325 





Product support is critical when determining 
lifetime capital equipment cost. 

That's why Caterpillar and your Cat Dealer 
invest heavily in product support. You benefit by 
getting long life and low operating cost from Cat 
products. That's value you can measure. 

No manufacturer in the industry equals the 
parts and service support you get from Caterpillar 
and its Dealers. Throughout Asia, Caterpillar 
Dealer product support is the standard for 
comparison. Factory qualified specialists offer 
a wide range of service and maintenance options 
suiting your individual needs ... ranging from 
training your staff to maintain Cat products at 
peak efficiency to lowering your machine overhaul 
costs by maximum reuse of parts meeting stringent 
Cat quality standards. And, solid Cat product 
design allows your Cat Dealer to rebuild many 
parts at a fraction of new, replacement part 
costs ... again saving you unnecessary expense. 
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Caterpillar, Cat and (В are Trademarks of Caterpillar Tractor Co 


Electronic diagnostic testing of machine functions 


All Cat Dealers maintain their own large parts 
inventory. They're also directly linked to the 
region's largest heavy equipment and engine parts 
warehouse ... the Caterpillar Singapore Parts 
Distribution Department ... as added assurance 
that the part you need is available when and 
where you need it. 

When you evaluate machine and engine 
purchases, remember, Caterpillar and your 
Caterpillar Dealer hold the key to lower costs 
through a product 
support program 
which sets the 
industry standard ... М 
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Unmatched regional parts support. 
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By James Clad 

Kuala Lumpur: Mahamud Wahid is a 70- 
year-old traditional Malay storyteller 
from the East Coast state of Kelantan. His 
stories — some taking five days or more to 
tell — are fascinating legends of palace in- 
trigue, romantic love and supernatural 
battles, But his audience is dwindling. The 
old Malay language is slowly disappear- 
ing; young people find the dialect hard to 
follow.“So Mahamud's stories now find 
tape-recorded longevity in a government 
project to collect and record old Malay 
oral literature before it vanishes. 

The Malay. language — or Bahasa 
Malaysia as it is now known here — has 
become the object of intensive develop- 
ment. It is an official language in four out 
of the soon-to-be-expanded Asean mem- 
bership of six countries — Malaysia, Sin- 
gapore, Indonesia and Brunei. And even 
in Thailand and the Philippines, sizable 
Malay-speaking minorities force reluctant 
acknowledgment of the language's status. 

The contemporary Indonesian variant 
of Malay — Bahasa Indonesia — results 
from a political declaration, the Sumpah 
Pemuda (Oath of Youth), which holds a 

e special place in the country’s nationalist 
history. The day in 1928 when a group of 
® students resolved that Indonesia was “one 
people, one language and one homeland” 
receives annual honour. The indepen- 
dence struggle itself spawned poets who 
self-consciously used Malay as a symbol of 
nationalism. Already a pasar (market) 
language, it had the inestimable advan- 
tage of being a lingua franca in a multi- 
lingual archipelago without being the 
colonial tongue. 

Bahasa Malaysia also has been de- 
veloped as a consciously nationalist and 
unifying tool. Malaysia's communal 
character ‘finds reflection at every turn, 
nowhere more graphically than on com- 
mercial and official signboards where 
Roman-scripted Malay sits uncomfortably 
atop Chinese ideograms and Indian al- 
phabetic characters. The two main ethnic 
groups — Malay and Chinese — share 
space with a smaller third group which 
speaks various Indian languages, predo- 
minantly Tamil. 

In this multicultural state, Bahasa 
Malaysia is advancing by government de- 
sign and direction into higher education, 
technical conceptualisation and the spe- 
cialised languages of the professions. 

How one feels about this usually de- 
pends, in Malaysia, on the community in 
which one lives. From some non-Malay 
perspectives, government insistence upon 
Bahasa Malaysia at best is irritating and at 
worst seems devised to reinforce the poli- 
tical position of the Malays. 
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The dilemma of unifying 
a multilingual society - 
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Much of the heat in Malaysia’s educa- 
tional debates results from policy deci- 
sions, particularly since 1969, to develop 
Malay as the sole language of instruction 
at all state-supported secondary schools. 
The process has made the language the 
sole instructional medium in the univer- 
sities this year. 

Yet the Malay language in Malaysia has 
wider ambitions than merely a replace- 
ment function. Scarcely a week passes 
without admonishments and exhortations 


from officials to use Bahasa Malaysia | 


more wisely, more creatively and more 
frequently. Specialist vocabularies for 
lawyers, scientific workers, economists 
and other professional groups carry the 
imprimatur of committees of the Dewan 





Abdul Razak: pointing the direction. 


Bahasa dan Pustaka (DBP), or Language 
and Culture Council, one of two bodies 
charged with developing the language. 
More than 250,000 terms have been offi- 
cially approved. 


B: Malaysia has become a kind of 
symbolic by-word for the direction of 
government educational policy since the 
1956 Razak Report, named after Tun Abdul 
Razak who later became Malaysia's sec- 
ond prime minister. The drive to establish 
Bahasa Malaysia as the national language 
was accelerated after the race riots of 1969. 
and in 1970 the government began phasing 
out English as a medium of instruction in 
national schools, replacing it with Bahasa 
Malaysia. It has taken 12 years to achieve: 
at the end of 1982 all students sitting 
examinations for university admission had 
had their education in Bahasa Malaysia. 
Dr Asmah Omar of the University of 
Malaya, one of the country's foremost lan- 
guage scholars, accepts the long period as 
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necessary, given the “nostalgia for ar 
confidence in the already establishe:d col 
nial language." But there she draws t 
line, arguing that a second languag e, eter 
English, is useful for “only a thircl of the 
educated population from the top do wn- 
ward." She adds that “defiance of the 
guage policy can mean defiance of the: na: 
tional ideology," a remark that rew/eals 
how closely entwined Bahasa M al:aysi 
has become with the wider national! o bjec: 
tives of the government. A 
Yet it would be a mistake to ma ke ай 
automatic assumption that the CT yinese 
community obstructs the developm ent o 
Bahasa Malaysia: at the street level. , man 
know and use the language in dé 2alings 
with non-Chinese, and at the educ a 
level increasing numbers of Chines jê 
to have decided to become profi zient 
the tongue, though there is still € hin 
language education in Malaysia. In M 
an impressive 26.6% of those sit ting 
Higher School Certificate exar nin 
from Chinese-language schools  »assei 
Bahasa Malaysia. while nearly t.he sami 
proportion of Malay-stream — student 
failed. b 
Chinese schoolchildren showsed theii 
ability in a combined Malay ;-Chinest 
poetry-reading competition the DB 
oranised in September. Elever» middle 
level Chinese-language schools ( by defini- 
tion not state-financed) sent contestant 
who read poems by Malay authors. Or 
prize-winning student said he re iad у 
newspapers at night: another cl: aimed: 
practised Malay pantuns (rhym ing со 
lets) each evening — unusual h отеу 
in her ethnic community. 
On the other hand, a sociolo gical 
ference in January this year was to 
“Two Chinese of different dialect gro 
would rather communicate in English 
break off altogether than speak i'n Malay: 
And. Chinese political parties prefer t 
conduct their meetings in English гай 
than any other language. 
The argument about Chinese: i паі 
ence or even tacit opposition to B 
Malaysia turns a great deal on the e 
to which Malaysian Chinese still think 
themselves as hua qiao (Overseas 
Chinese) or as hua yi (local people merely 
of Chinese descent). Goh Cheng Teik, а 
deputy minister in the Prime Minister? 
Department asserted this year: “ The quiet 
transformation of the Chinese iri Malaysia _ 
— from hua qiao origins to their prese 
hua yi status —is a sociological f act .. . The — 
hua yi are more prepared intellectually 
and psychologically to accept integration. 
in a multiracial Malaysian society than 
their hua qiao predecessors. " „> 
If this view is accurate, the portents for — 
increasing acceptance of Bahzisa Malaysia | 
by Chinese Malaysians seem good. But. 
against this picture of increasing adapta- 
bility the leader of the Alüran reform. 
movement in Penang, Chand ra Muzzafar, 
told a seminar this year that an emergin 
Malay middle class alongside an estab 
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aya's Malay studies department and 
de nt of the Malaysian Writers As- 
ation, said in a recent interview that 
istically the. use of Malay hasin- 
di, "from a ччашу perspective the 
c1 is worrying." There is little feeling 
rag Malay intellectuals for the tan- 
$, he said. "Usually they изе Malay 
e they feel forced to do so." 

‘continued: "In the university, to 
Чог а Malay-language paper almost 
ts. a derogation of status . . . there is 
пе ‘ral sentiment that to write or be 


7 Ismail ilio pointed to recent 
ch showing that though university 
er s. say they now deliver their lec- 
en tirely in Bahasa Malaysia, in com- 
€ with the law, “the facts are other- 


promnpting a reluctance among 
ty staff, regardless of ethnic 






i$ Women marchers protested in 
Dellai recently against the i increasing 
r cof soft porn films being shown in 
capitial and other. major Indian cities 
ing. women as "sex-hungry seduc- 
6" гапа "objects to be consumed, 
d , diebased, raped and destroyed." 
a dvertisements and torrid posters 
зе films like Sex Boy, Crazy Lady 
nu lusts for sex in a big way") and 
Nights (“Big boy adult entertain- 
) and such films have reportedly at- 
ed larger crowds than Sit Richard At- 
oroutgh's. award-winning Gandhi — 
pite thie fact that the latter is cheaper to 
thanks to a government.tax exemp- 
. Stars like Kamal Hasan, the hero of 
X Boy, and Silk Smitha, a South Indian 
en, have become cult figures. 
Questions have been raised as to. how, 
spite stringent censorship rules, such 
lms have been screened and it is sus- 
cted that there is a large-scale racket in 
rged censorship certificates, It 1s also 
ught tha t much of the spicy footage is 
iced in after the film has been passed by 
е censors. Often films cleared in one 
te are sho wn in another with objection- 
ible footage added. 
~Film-make:rs have also been known to 
hoot two ve rsions of the same sequence, 


га, head of the University of 
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ways to reinforce the official primacy. of 


ment presses ahead 


the use of the national language; “seeking 






the tongue, In recent weeks, Prime Minis- 
ter Datuk Seri Mahathir Mohamad has 
called for more foreign books to Бе trans- 
lated into Bahasa Malaysia, and the DBP: 
has created a fund {о assist Malay-lan- 
guage writers to keep Dook production 
costs down. 





he Language. Institute, set up in 1958 | 


as a small group to promote Malay-lan- 
guage teaching, has grown into a large in- 
stitution with a 13-storey headquarters in 
Kuala Lumpur: similarly, the DBP re- 
ceives steady funding from the govern- 
ment, publishes five journals. and. or- 
ganises numerous seminars on aspects of 
Bahasa Malaysia development. 

Recently, Deputy Education Minister 
Datuk Khalil Yaakob urged Malaysians to 
use their national language “as. confi- 
dently as the Indonesians use standard 
Bahasa Indonesia.” He added: “If 150 
million Indonesians use. their: Bahasa 





one less risqué than the other, so that if the 
first is turned down it can be replaced by 
the second. Since many of these films 
emanate from the south, Malayalam and 
Tamil film-makers have complained: that 


| the trend is giving southern cinema an un- 


desirable image. 

Minister of State for Information and 
Broadcasting H. K. L. Bhagat has recom- 
mended concerted measures against 

“blatant violation of the film censorship 
provisions” and has invoked the 
Cinematographic (Amendment) Act 
which came into force on June 1 this year 
to make such malpractices offences. How- 
ever, despite government strictures and 
public protest, celluloid pornography con- 
tinues to flourish, raising a number of 
questions regarding the use, and misuse, 
of censorship in the country. 

Indian film censorship norms are based 
on the American Hays Code of the 1930s, 
long discarded as obsolete by most coun- 
tries. The Indian Cinematograph Act of 
1918 was meant initially to check sübver- 
sion against the British Raj. But it was 
amended along Hays Code lines in. 1952, 
refocusing vigilance from political subver- 
sion to sex. Although minor amendments 
were made tliis year, the basic guidelines 
remain unchanged, 


 bour is: 
"and cultural affairs. More Indonesian - 





` any letters that had been written to them in 








ia's larger Malay-speaking gh- 
felt most frequently in language 


films have been screened on. Malaysian 
TV in recent, months, and there.are fre- 
quent undertakings at ministerial level to 
improve language and communications- 
policy coordination. But a major obstacle 
to a freer flow of written language mate- 
rialis a high Indonesian duty on Malaysian 
publications. 

Sometimes the Malaysian authorities’ 
good intentions appear to result in confu- 
sion or, worse in perhaps an excessive 
reaction from non-Malay communities. 
One example is a law suit brought in Sep- 
tember by a disgruntled businessman in 
Kedah state who objected to a municipal 
by-law restricting the size of lettering used 
on commercial signboards in languages 
other. than Bahasa Malaysia. The 
businessman claimed the: regulation vio- 
lates constitutional safeguards, 

Another action perceived as irritating 
by some sections of the community was а 
decision, by some government depart- 
ments last year to send back, unanswered, 





The story of Indian film censorship 
could be titled The Kiss That. Wasn't. 
While Indian films can and do show with. 
increasing relish murder, torture, rape, 
sadism and other forms of ‘degeneracy. and 
brutality, on-screen kissing remains 


| taboo, The proscription i is based on the ar- 


gument that kissing is an “un-Ind ian" ac- 
tivity and while it can be shown in foreign 
filmsscreened in the country it is taboo for 
indigenous productions. 2 

Such literal lip-service to safeguarding 
public morality has been criticised for a 


‘narrowness of view which while proscrib- 


ing гап innocuous and natural ехргеѕѕіоп 
of affection often permits unbridled vio- 
lence and vulgarity. The late Kobita Sar- 
kar, a noted film critic and member of the 
advisory panel to the Censor Board, 
pointed out that since “the hero cantem- 
brace, kiss or make love in normal fashion 

. he indulges in antics ... . that may well 
stimulate a sexual psychopath. T 


М and sadism become “а form of 
communication between the sexes” and 
the symbols of male dominance. It has 
been observed that it is generally men who 
object most strongly to physical intimacy 
on the screen. and some feminists have 
seen in this a reluctance to recognise the 
sexuality of wotfen which could under- 
mine the creed of male pre-eminence. А 
cogently argued case has been made out 
for a more honest and healthier depiction 
of sex on the screen. 

Recommendations have been made to 
introduce audience certificates other than 
the strait-jacketing “A” (for adults) and 
“U” (for universal exhibition) which at 
present are the only categories. It has 



















































languages other than Bahasa Malaysia. 

The opposition Democratic Action 
Party (DAP) objected in March to an 
amendment to the National Language Act 
to require all MPs to use Bahasa Malaysia 
in parliament. This was seen as being di- 
rected at Sabah and Sarawak members, 
whose states joined the federation in 1963 
with ‘safeguards that included the use of 
English as the official language within the 
states. One DAP politician described the 
move as “a new colonialism.” 

Meanwhile, some government 
backbench enthusiasts urge an even faster 
pace to consolidate Bahasa Malaysia's 
position: one MP called this year for the 
use of jawi, the modified Arabic script 
used to write Malay, by all government 
departments and on all government 
signboards. So far, the government shows 
no sign of agreeing to this, though some 
state’ governments have erected jawi 
куле. А Ў 

Behind official promotion of Bahasa 
Malaysia, another language issue lies 
slumbering. The ambiguous official role 
of English in Malaysia belies its continuing 
influence, and while proponents of retain- 
ing an important role for this language 
make little public comment, there are still 
occasional references to the usefulness of 
the ex-colonial tongue. 





Chinese and jawi on shopping centre facade: 
some want to go further. 





A former Federal Court judge wrote re- 
cently: “It is more than probable that in 
the centuries to come — when Bahasa 
Malaysia has become the national lan- 
guage . . . English will continue to haunt 
our law schools and law courts, not as a 
mere ghost but very much as a living tech- 
nical language, much as it will be in the 
field of science and technology.” 

And the extent to which English should 


Spice of life indian style - but censorship is not all sex and skittles 





been pointed out that in the context of the 
country’s vast diversity it is meaningless to 
postulate an “average Indian viewer” 
whose social and cultural sensibilities 
should be taken into account when fram- 
ing censorship norms. 

The Censor Board has been asked to 
take the public into confidence regarding 
its workings to achieve the objective of a 
“more practical censorship апа. . . amore 
enlightened audience.” 

Meanwhile, film censorship often re- 
veals a farcical element which might be 
worthy of a comedy film itself. For in- 
stance, a stock response to the censoring 
of nudity on the screen has been to get the 
heroine wet so that her clothes cling reve- 
alingly to her. And while most of those in- 
vited to form the advisory panels for the 
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Censor Board take their jobs seriously, 
some might say too seriously, a number 
are said to look on the appointment as an 
opportunity to see uncut films. 


Sse for cuts sometimes sound 
as lubricious as the footage in question: 
“Delete (a) close shot of dancer rolling her 
abdomen in a vulgar fashion; (b) jerking 
her loins.” And an official questionnaire 
sent to “individuals of varying social per- 
suasions” asked whether the following 
line delivered by a seducer to the object of 
his affections would be considered a mis- 
representation of Indian culture: “How 
well-proportioned and rounded are your 
thighs . . . resembling the tapering trunk of 
an elephant . . . Your breasts touching 
each other enhance their loveliness.” 
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language. especially. dn | 
technological and professional fields 
where Malaysians have been making such, 
impressive progress, is very much an 
issue. Linguists here commonly identify 
the professions, especially the lawyers, as 
being most reluctant to change to Bahasa 
Malaysia: the first civil suit to be heard in 
the language was tried in December 1981, 
and then only with Malay counsel on both 
sides. 

At a government-sponsored "Meeting 
of the Malay World" conference in 
Malacca last December, Umar Kayam, à 
Javanese writer, described how he made 
the break from his native Javanese to Ba- 
hasa Indonesia. It was difficult, he agreed, 
"but it was a political decision that Wê 
made together. We wanted unity and 
Malay was the only choice. We Javanese 
did not feel it was the language of another 
community forced on us. We opted for it 
and made it ours." 

Therein lies the 
Malaysia, some say, Only when non- 
Malays cease to feel, rightly or wrongly, 
that "the language of another community 
is being forced" on them. will Bahasa 
Malaysia, a rich variant of a rich and 
dynamic language. achieve the goal in- 
tended for it. a 
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Censorship, however, is not all sex and 
skittles. Since the guidelines proscribe 
films potentially detrimental to the coun- 
try’s relationship with friendly foreign 
powers — principally the Soviet Union — 
the censor often has to skate over the thin 
ice of political and ideological ‘Sens 
sibilities. Dr Zhivago, which portrayed 
Russian revolutionaries in a poor light, 
and the espionage film The Spy who Came 
in from the Cold had to be trimmed lest 
their screening in India should com- 
promise Indo-Soviet relations. And the 
James Bond film From Russia, With Love 
was re-named From 007 With Love. 

Also, a Clint Eastwood western, Two 
Mules For Sister Sara in order not to of 
fend religious sentiments was given thé far 
more lurid title, The Vultures Are Hun- 
gry. During the 1975-77 Emergency 
period a sequence in a Hindi-language 
film musical showing a policeman singing 
and dancing with the heroine was deleted 
on the grounds that the scene showed a 
“figure of authority” in an undignified 
light. 

More recently, and more seriously, pro- 
test was voiced when West Bengal’s Left 
Front state government imposed indirect 
censorship by withholding promised funds 
for award-winning director Utpalendu 
Chakravorty's latest film, allegedly be- 
cause the script referred to the Indian 
communists as being a divided house. 

However, the case that perhaps best 
illustrates the effectiveness or otherwise 
of Indian censorship is that of a thief who 
confessed that he had been inspired to 
crime after having seen 26 times How to 
Steal a Million — а film blithely passed by 
the Censor Board. 


test for Bahasa 
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` Rising sun, 


Japanese Mind: The Goliath 
xplained by Robert C. Christopher. 
inden Press/Simon and Schuster, 
ew York. US$16.95. 





























LAINING the economic miracle of 
an has become an economic miracle in 
it has made some people very rich, 
ecially those who have managed to rise 
he status of blue-eyed expert in Japan 
f. The blue-eyed experts fall neatly 
wo distinct groups: the debunkers of 
n's by-now mythical success story, 

he believers. Both types proselytise 
respective views with equal fervour. 

obert C. C пор. a former editor 
h Time and Newsweek, is a believer. 


ial Japanese view of itself as a much 
gned and misunderstood nation that 
attained its success through sheer hard 
К and ingenuity. If only Westerners 
not so blinded by wilful ignorance, 
could then “understand” Japan, | 
5 even learn from its example, is his 


€ is something to be said for this 
deed there is much to be praised in 
But Christopher's unstinting admi- 
ometimes comes uncomfortably 
to wishful fantasy. His Japan is the 
list version of what Maoist China 
the minds of fellow travellers. His 
that “Japan’s national dailies com- 
avourably in intellectual level with 
lass’ newspapers of Europe and 


papers in Asia: Contemporary 
‘rends and Problems edited by John 
. Lent. Heinemann Asia, Hongkong. 
K$75 (US$10). 


with much else in the continent, the 
n newspaper scene presents a wide 
е of variations, with few common de- 
ators. At one end of the spectrum is 
¢ highly advanced Japanese press, with 
9 copies of daily newspapers per 1.000 
the population (October 1982), while, 

the other extreme, there are many na- 
which cannot boast of a diffusion 
of even 10. 

Besides circulation, there are гаво glar- 
différences with regard to advertising 
nue, newsprint consumption, produc- 
technology, editorial quality and the 
ree of press freedom. 

Newspapers in Asia covers 23 countries 
а well-organised pattern which makes 
mparative evaluation easier. Lent, 





st without reservation, he accepts the | 
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America” may seem odd to anyone who 
has spent much time reading them.: His 
praise of the medical system suggests that 
he has never been at the receiving end of 
it. 

The tone of the book is best summed up 
in a description of à car-worker named 
lijima, for whom the "sun rises and sets on 
Nissan." lijima is “а devoted father" and à 
“keen athlete," and, though he is "entirely 
in command of his own soul," Nissan pro- 
vides him “with the same sense of belong- 
ing that Talcotville gave to my great-uncle 
Will.” 

One can only feel glad for lijima and 
Christopher’s great-uncle, but it should be 
pointed out that this kind of devotion is 
hardly a matter of choice. It is perhaps 
true, as Christopher claims, that “the 
thought of looking for a better job else- 
where . . . never crosses lijima’s mind,” 
but it wouldn’t do him much good if it did: 


| as a renegade, few companies would ac- 


cept him. 

It all smacks of the kind of thing one 
hears from model workers in socialist 
utopias. Christopher takes the words of 
his Japanese sources at face value, a mis- 
take anywhere, but especially in Japan, 
where people tend to tell the nosy 
foreigner exactly what he wants to hear. 
Christopher certainly writes what.the Ja- 
panese want to hear. His explanation of 
international trade frictióri, of Japan's bad 
press abroad, of the economic miracle it- 
self, are useful to anyone who wants to 


MEDIA 


Asia's vicious circle 


known in media circles for his depth of 
knowledge and scholarly approach, has 
succeeded with other contributors in put- 
ting together a mass of valuable informa- 
tion. 

It is a truism that the state of the news- 
paper industry is closely linkéd to the socio- 
economic-political conditions in each coun- 
try. For Asia as a whole, however, the 
picture today is not as full of promise as it 


appeared in the 1960$; nor is it as gloomy | 


as in the early 1970s. But basic questions 
on many issues remain unanswered. 

For instance, total world production of 
newsprint in 1982 was 26.91 million tonnes 
and consumption 26.26 million tonnes. 


The United States alone consumed 38.7% | 


of the total, more than double its own pro- 
duction. The major Asian producer and 
consumer was Japan, accounting respec- 
tively for 9.6% and 9.9% of the total. For 






most: Asian countries, newsprint con- 
tinues to be a scarce commodity, imported - 











































know the official position of the Japanese 
establishment. 

All the old cliches are there: Japan is 
misunderstood because foreigners do not 
study hard enough, because the language 
is too difficult, because the Japanese are 
racially homogeneous. This last claim is 
suported by one of the few historical refer- 
ences in the book: “Not since the eighth 
century AD has there been any major new 
element injected into the Japanese gene 
pool," whatever that means. Itis'às inac- 
curate as the assertion he makes else- 
where that the Japanese "invented" Zen 
Buddhism. 
Another Japanese canard шу раг- 






at high cost: India; for examp „has toim- 
port more than 300,000 tonnes yearly. 
Similarly, in regard to per capita advertis- 
ing expenditure, a survey of 86 
showed that the US ranked first. India 
(79th) and Pakistan (82 2nd) were near the 
bottom of the list. 

Lent's finding that the Asian newspaper 
industry is caught in a vicious circle is bit- 







| ter truth: low circulatioris because of high 


newspaper prices; high newspaper prices 
because of inadequate circulation and ad- 
vertising; escalating prodüction costs be- 
cause of import of raw materials. So back 
to Square One! 

Of much interest is the detailed treat- 
ment given in this volume to freedom of 
the press and to government-press rela- 
tions. This is an area of great сойсегп and 
needs close watching. Particularly alarm- 
ing is the growing trend in thé newly inde- 
pendent countries towards self-censorship 
and “committed journalism” on the spe- 
cious plea that criticism or exposé could 
affeet the stability of the state. And even 
in Japan, there is se If-regulation and "con- 
sensus reporting" by the press; 












roted by Christopher is that Japan’s bad 
image is the result of a traditional lack of 
skill in explaining itself and a fear of 
confrontation. In other words, Japan has a 
massive public-relations problem. Even if 
this were true, it seems inappropriate for 
an American journalist to take on this job. 

There are three possible reasons why he 
would want to do so. 

» Heis naive and has been talking to one- 
sided sources. Christopher's writing style, 
an odd combination of self-importance 
and folksy familiarity — much use of first 
names — seems to suggest that this is 
partly true. The sources, mostly from the 
upper echelons of government and indus- 
try, are invariably introduced and some- 
times: continuously called “my friend,” 
“my old friend,” in one case even “my old 
bureaucrat friend.” It would perhaps be 
churlish to view so many friends with a 
cold, critical eye. 

» He is deliberately putting things in the 
best light to capture the lucrative Japanese 
market. This theory can safely be dis- 
counted. 

> This leaves the third possibility: the au- 
thor is reacting against a current of opin- 
ion back home. Throughout his book 
Christopher harps on Western racism, ar- 
rogance and ignorance. In his folksy man- 
ner he appears to be addressing an 
audience of protectionist American 
businessmen, in whose “interest” it is, ac- 
cording to the author, to understand 
Japan. 

Well, perhaps it is. It is certainly in the 
interest of the Japanese to have such an ef- 
fective American spokesman. The book 
has been received in the United States 
with unanimous acclaim. — IAN BURUMA 
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А call to change the world _ 


Issues in the Islamic Movement 
edited by Kalim Siddiqui. The Open 
Press, London-Toronto-Pretoria. £6.95 
(US$10.40). 


UNSWERVINGLY ,and in characteristic 
vein, Siddiqui enunciates his own brand of 
Islamic fundamentalism, to represent the 
furthest extreme of the radical current 
within the Islamic world. /ssues in the Is- 
lamic Movement is a selection of articles 
which appeared in the fortnightly news- 
paper Crescent International, published 
in Canada, during 1980-81. Most of the ar- 
ticles are in Siddiqui's inimitable style; few 
have individual by-lines. He seldom 
minces words, saying bluntly that the Is- 
lamic world's salvation lies not in com- 
promise with Western secular values but 
in the re-assertion of Islam. An introduc- 
tion describes the task of the Islamic 
movement to be “to change the world" 
from its present materialistic orientation 
to an Islamic one. 

The uncompromising attitude of Sid- 
diqui and his small band of supporters 
whose views are presented can be seen in 
condemnation of all Muslim governments 
with one exception — Iran. But even fun- 
damentalist Iran does not totally escape 
criticism. The Islamic revolution's “devia- 
tions" — for example, in its cooperation 
with “un-Islamic” regimes such as Syria — 
also come under fire. There are demands 
for return of traditionally Muslim lands, 
such as Soviet and Chinese Turkestan, the 





The free press and the new order 


The Media Crisis: A Continuing 
Challenge. World Press Freedom 
Committee's Rex Rand Fund. Price 
not stated. 


THIS is a welcome addition to the growing 
literature on the new world information 
and communication order. In the long- 
drawn-out debate in Unesco and outside, 
much has been said for and against the 
new order but often the strident voice of 
the protagonists has obscured the case of 
the other side. To that extent there has 
been an "imbalance" — a favourite word 
in certain circles — in the flow of news on 
the debate itself. The Media Crisis pre- 
sents a rounded and clearer picture, giving 
the viewpoints of all concerned. 

What does Unesco want? Director-gen- 
eral Amadou-Mahtar M'Bow states it in 
rather vivid imagery: a worldwide com- 
munication network "which could accom- 
modate a symphony of words, images and 
sounds reflecting, at long last, the infinite 
diversity of human societies and faithfully 


translating the deepest aspirations of all." 

There can certainly be no quarrel over 
this. The fly in the ointment is, however, 
the growing tendency among govern- 
ments to regulate the media in the name of 
the people. The alacrity with which many 
authoritarian governments have plumped 
for the New Order only deepens the con- 
cern for the freedom of the press. 

This threat cannot be staved off merely 
by singing the praise of a free press. It has 
to be demonstrated that a free press not 
only helps but is basic to à country's 
economic development. Dana Bullen the 
World Press Freedom Committee's exe- 
cutive director, does this to dramatic ef- 
fect, quoting the gross national product of 
two sets of countries — one with a free 
media and the other without. The press in 
the Third World also needs technical ex- 
pertise, trained manpower and manage- 
ment experience. Help from the media of 
the advanced countries in these fields 
would be one way of checking government 
interference. —K. B. 
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southern Philippines and southern Th i 
land, to Muslim sovereignty; calls for 
overthrow of monarchies, sheikhdom 
and military regimes in Islamic coun 
and support for re-institution of jihad а 
all levels. The ideological approach f 
Islam contained here is no different fro 
that of Trotskyites to Marxism. 
According to Siddiqui, the book û 
tempts to define Islamic fundamentali 
" At present it is merely a jargon 
the media to describe anyone in the 
dle East who appears to be unreaso 
or anti-West," he says. Then he pro 
to ask: "Are such men really unreasonab! 
or do they have a reason of their ov 
Should the West oppose them or try а 
understand them? Are AWACS [ai 
warningand control system] and г 
ployment forces the real answer, Or 
real answers lie in trying to come to 
with the Islamic movement and 
obstructing the Muslim masses in thi 
sire to restructure their corrupt socie 
Ostensibly the book is aimed at Mus 
lims and non-Muslims alike. Most of its; 
ticles are well written and several 
ing points are scored. The Islamic 
ment represented by the editor and con: 
tributors, however, does little to reassup 
the Western reader of its reasonabilil 
While the West is asked to come to term 


with the Islamic reality, no attempt 1 
made to understand or appreciate secular 
trends. The question arises: while the 
West has made mistakes in refusing to 
ognise that Islamists are not neces 
unreasonable and have a reason of 
own, has a similar mistake not been n 
by Islamists refusing to deal with 
ularists? Surely, if the Islamists insist ( 
the infallibility of their reason, others ca 
think the same way about themselve 
The radical Islamic | movemem 
critique of the world order contains 
eral valid points: its rejection of exi 
socio-political systems also appeals 
mind of those who are conscious of 
failings. At the same time, the problem. 
that while they are successful in cond 
ing systems, governments and move 
— in eloquent terms — they say 
about how they intend to change these $ 
tems. Ideology needs to be backed b! 
practical solutions. 
Issues in the Islamic Movement maki 
interesting reading as most well-writ 
polemic does. The extreme positions 0 
writers, however, do not represent 
views of the mainstream of the Isla 
movement. Moderate Islamists have û 
obligation to try and reach the Western 
audience and explain their platform. Until 
that happens, the type of rhetoric com 
prising this book will continue to frighten 
others, not all of whom are essentially hos 
tile to Islam. — HUSAIN HAQQA^ 
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E 1 BUSINESS AFFAIRS غ‎ с а 
Industrialists want Tokyo to file не charges 





Steel: Japan is NICked 


By Mike Tharp 


Tokyo: In an ironic turnaround, Japanese 
steelmakers want their government to file 
dumping charges against foreign expor- 
ters, including South Korea, Taiwan and 
Brazil. The Japanese believe the imported 
steel is being sold cheaper in Japan than in 
its country of origin and that the foreign 
mills are subsidised heavily by their gov- 
ernments. “We are very worried about the 
increasing share of imports in our mar- 
ket," said Hiromoto Toda, a deputy gen- 
eral manager of the Japan Iron and Steel 
Federation, “The Japanese industry is 
confident about competing on strictly 
economic terms, but Japan will be beaten 
if products are subsidised by other govern- 
ments." 

Legal action is not yet certain for sev- 
eral reasons. Although the Iron and Steel 
Federation petitioned the Ministry of In- 
ternational Trade anj Industry (Miti) in 
October to adopt measures to keep out 
foreign government-subsidised imports, 
Miti has not yet moved on the request. 
One reason is that it would reinforce the 
impression that the Japanese market dis- 
courages imports at a time when Miti is 
leading the bureaucracy's efforts at mar- 
ket liberalisation. 

Moreover, there are few precedents for 
the government to follow on dumping 
cases, or ways to seek countervailing 
duties on subsidised imports. In late 1982 
the Japan Spinners Association asked the 
Ministry of Finance (MoF) tariff bureau to 
impose a countervailing duty on cotton 
yarn imported from Pakistan. Both Miti 
and the МОЕ sent officials to Pakistan to 
study the industry there, and they will 
issue their recommendation next April. 

Finally, Japanese steelmakers are reluc- 
tant to ban steel imports from newly in- 
dustrialised countries (NICs) because 
they ship so much steel overseas them- 
selves. Total exports this calendar year are 
expected to reach 34.1 million tonnes, out 
of total production of just under 100 mil- 
lion tonnes. "United States producers can 
complain about imports because any surge 
will hurt them, but Japanese producers 
cannot complain because of our export 
levels," said one Japahese industry 
analyst. 

The Japanese Government already has 
agreed to a four-year curb on speciality- 
steel shipments to the US. This is the latest 
move in a long series of dumping charges 
against Japanese steel by US mills, import 
restrictions under so-called trigger-price 
mechanisms and so-called voluntary re- 
straint by Japanese steel companies. 

Like its counterparts in other developed 
mations, the Japanése steel industry faces 








several problems. Global and domestic 
demand remains sluggish and Japanese 
blast furnaces are operating at around 
63% of capacity (they can operate profita- 
bly at 70% of capacity by improving effi- 
ciency and cutting costs). Other Japanese 
industries are trying to cut their use of 
steel, and steelmakers face a serious long- 


term challenge from the emergence of | 


new basic materials, such as ceramics 
(REVIEW, Aug. 25) and carbon fibre. 


ippon Steel Corp. is estimated to have 

10,000 workers in excess of actual 
need, and Kawasaki Steel 4-5,000. By a 
process of natural attrition and by lending 
workers to other industries, steelmakers 
have avoided massive lay-offs. But they 
are hiring fewer and fewer high-school 
graduates as blue-collar workers, and sev- 
eral major mills have idle blast furnaces. 

Imported steel holds only a 5.6% share 
of the Japanese market now, up from 
in 1982, but the Japanese are concerned 
about the growth rate of imports. Through 
the first eight months of this year, the 
foreign steel intake totalled 1.65 million 
tonnes, 26% above the same period a year 
earlier. So far, none of the Japanese mills' 
major customers — the vehicle industry, 
home-appliance and electrical-equipment 
makers and shipbuilders — have defected 
to foreign suppliers. 

One reason is that these industries sign 
long-term contracts with Japanese 
suppliers, with whom they have decades- 
old relationships. Spot purchases account 
for orly 20-30% of total consumption. 
Another reason is that there is some ques- 





most of it is plate steel used as the core for 
concrete in construction projects. Furth- 
ermore, Japanese steelmakers can claim 
quick delivery and effective after-service, 
but they are worried that if imports reach, 
say, 10% of the market, foreign producers 
will station customer representatives in 
Japan and improve their sales promo- 
tion. 

The low price of imported steel appears 


| to have won several customers, and they 


reportedly have formed a steel-importers' 
association. Japanese steel analysts esti- 
mate that imported hot-rolled steel coils 
are priced at about US$290 a tonne, com- 
pared to more than US$300 for the domes- 
tic product. 

Workers' wages are cited as one of the 
main factors behind the price advantage. 
In the US, the share of wages in total costs 
is about 24%; in Japan it is 18%, but in 
South Korea it is 4-5%. Subsidies also are 
mentioned as a key element. Toda esti- 
mated that Brazilian steel is subsidised by 
up to 40% of its production cost by the 
Brazilian Government, while South Ko- 
rean and Taiwan steel is subsidised by 10- 
2096. 

Japan is not the only country worried 
about the NICs’ steel exports. The US has 
already levied countervailing düties of 
1176 on Brazilian steel and 1.8% on South 
Korean steel. West European-industries 
also are said to be concerned, threatening 
to scrap their own voluntary export re- 
straints to the US if NIC or Japanese steel 
exports to that nation rise markedly. 

Kim Young Bae, commercial counsel- 
lor at the South Korean. Embassy in 


tion about the quality of imported steel — | Tokyo, said he was unaware of a possible 


Japanese steelworker: high wages are a factor. 
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JAPAN’S IMPORTS 
(Ordinary steel '000 tonnes) 


South Korea 
Taiwan 
Brazil 
Venezuela 


тош 









South Korea 997(79.1)* 913(57.5) 









Taiwan 122(9.9) 310(19.5) 
Brazil 47(3.8) 194(12.2 
Venezuela 8(0.6) 15(0.9) 


dumping suit against South Korean steel 
imported to Japan. He said the value of 
South Korean steel exports to Japan has 
fallen 14.5% in the first eight months of 
this year to US$267.9 million and that 
total South Korean exports have fallen 
slightly, in value terms, year-by-year. 
*We cannot expect any abrupt increase 
[in] our exports to Japan," he said. "Our 
own domestic demand is increasing 
rapidly, so we are facing a supply 
shortage." 


hile they await the outcome of possi- 

ble legal curbs on imports, Japanese 
steelmen are pondering other measures. 
They are quietly lobbying for à govern- 
ment-to-government voluntary-restraint 
agreement by South Korea on exports to 
Japan, but there seems to be little appetite 
within either government on that score. In 
more concrete terms, the Japanese indus- 
try may try to link the transfer of some of 
its steelmaking technology to a pledge by 
South Korea's Pohang Iron and Steel Co. 
— Posco — to limit exports. Posco intends 
to complete a second integrated steel mill 
at Kwangyang Bay by the end of this de- 
cade, which would boost total capacity to 
17.5 million tonnes. The South Korean 
corporation wants Japanese knowhow for 
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*Note: % of total in parentheses. 
Source: Japan Iron and Steel Federation. 








that complex, but its officials have also 
been talking to West European steel 
firms. 

The technology-transfer issue is a sensi- 
tive one. Japanese steelmakers do not 
license their technology directly to South 
Korea. They provide it to heavy-industrial 
companies — such as Mitsubishi Heavy 
Industries, Ishikawajima Hlarima Heavy 
Industries and Kawasaki 
Heavy Industries — which in 
turn transfer the technology 
to the South Korean licensee. 

In addition, technology 
transfer is one of the cen- 
trepieces of Japa n-South Ko- 
rean bilateral economic co- 
operation. Japanese Prime 
Minister Yasuhiro Nakasone broke a 20- 
month impasse in those negoti ations when 
he travelled to Seoul in January and 
signed a US$4 billion aid package with 
South Korean President «Chun Doo 
Hwan: It will be hard to deflect that dip- 
lomatic momentum by tryin} to barter 
technology transfer for export restraints 
on steel. 

Meanwhile, the Japanese steel industry 
is moving on two other fronts. Steelmak- 
ers are considering becoming producers of 
all types of high value-added b asic mate- 
rials, in addition to steel. And they may 
re-orient their strategic priorities to be- 
come the world's lowest-cost producers of 
ordinary carbon-steel products. As 
Japan's is the most efficient, technologi- 





cally innovative steel industry in the | 


world, the second alternative seems most 
realistic. 

The industry rose to its pre-eminent 
position mainly through its competitive- 
ness and its willingness to adjust to 
changing circumstances. But it also got 
government help and protection — in 
many varieties — in its early, stiruggling 
years. Its future performance should 
therefore be determined by how well it 
competes, not by additional government 
intervention. D 








Mukherjee: bright forecast. 





POLICIES 


According 


to plan 


Fears that India’s econom 
would seriously underperform 


| are dispelled by the monsoon 


By Mohan Ram 


New Delhi: An excellent monsoon after a 
severe drought year has dispelled much of 
the earlier gloom over India’s 1980-85 
sixth five-year plan. The plan’s target of a 
5.2% annual average economic growth 
rate is more than a possibility now as India 
appears to be breaking away from three 
decades of low growth. (The trend rate for 
1950-51 to 1978-79 was 3.5%.) 

The sixth plan began in rather difficult 
circumstances because the 1979-80 
drought had shrunk agricultural produc- 
tion by 16.8% over the previous year and 
gross domestic product declined mate- 
rially. This reduced the resource base of 
the plan. But recovery was almost com- 
plete in 1980-81 (largely due to the invest- 
ment programme set out in the plan), and 
a growth rate of 7.6% was achieved in that 
year. In the following year the rate was 
5.2% making an average of 6.5% in real 
terms during the first two years of the 
plan. 

The Planning Commission, in its last ap- 
praisal in mid-year, was cautious about 


CORRECTION 


A report'on page 92 of the Review of November 
10, 1983, stated that "the Philippine Commer- 
cial and Industrial Bank (PCIB) has been unable 
to pay its credit card obligations for at least two 
months (establishments are refusing to accept 
PCIB's Chargekard)." This statement is incor- 


rect. The Review wishes to apologise to PCIB 
for any embarrassment this error may have 
caused. PCIB in fact operates a credit card call- 
ed Bankard in respect of which it has in the past 
honoured and continues to honour all its obliga- 
tions and which continues to be accepted by es- 
tablishments where it is presented. 

















od one, promising 
rain harvest to achieve the me 
агре! of 142 million tonnes. 


is expected to perform better as a rë- 
of the sustained attention it has re- 
ived in the past three years, while higher 
rm incomes will generate increased de- 
and for manufactured goods. All this 
prompted Finance Minister Pranab 
ukherjee to forecast a 6.5% growth rate 
the current year, which ends next 
arch 31. Another bright spot in Ше 


And there are other grounds for.op- | 
nism. The energy-transport infrastruc- 





year (ORAS) This 
looks as though it. will be achieved. 


But there is bad news, too. There willbe , 


serious shortfalls in crucial sectors. In 


power, the shortfall is likely го бе 10% in ° 


terms of electricity generated (171 billion 
units against a target of 191 bil Шоп) апа 
more than 25% in terms of capacity aug- 
mentation (14- 14,500 mws against a target 


of 19,660 mws), Coal production in the 


final year of the plan is now expected to be 
154 million tonnes, against a target of 165 


million. The: production target for sale- 


able steel has been cut from 11.51 million 








ngkok: Т. impact of Thailand's 
сопотіс recovery, which began early this 
; has turned out to be far stronger 
expected. Set against a significantly 
oved agricultural sector and across- 
rd rises in the non-agricultural seč- 
ross domestic product this year is 
rojected to rise by nearly 6%, up 
y from previous estimates. 

ver, stagnating exports in the face 
stantial import growth are reflected 
nsiderably widened trade deficit, 
is expected to nearly double from 
:36.8 billion (US$1.6 billion). in 1982 
iestimated Baht 56-65 billion. 

gainst less than 1% growth last year, 
agricultural! sector (which includes 
ps, livestock, fisheries and forestry) is 
jected. to expand by 3-4% in 1983. 
iculture traditionally has been the 
stay of the Thai economy, accounting 
oughly a quarter of GDP. 


agricultural sectors are expected to 
nd by an aggregate 6.5%, up from 
% last year. Improvement is wide- 
ead but is particularly evident in manu- 
turing (of electrical appliances, cars, 
sport equipment, and food and bever- 
‚ construction and wholesale and.re- 
rade. The share of manufacturing to 
DP has nearly equalled that of agricul- 
€ in.the-recent past, And last year, be- 
se of agriculture's poor performance, 
oth sectors accounted for roughly 20% 
ach of GDP. 
A combination of excess liquidity and 
ining interest rates since late 1982, 
d with pent-up demand since 1980, 
a.sudden boom in consume: 
les, property and housing early this y 
€ construction sector (accounting for 
orê than 5% of GDP) in particul: 
ged to pull out of a three-year 
A spate of new office.and res 
ondominium projects, wl 
launched late last year and ea 
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rhaps more important, the various: 








eline to а marginal in 


ECONOMIC MONITOR NN THAILAND 
| grow, except exports 


resulted in a 1075 increase in cement sales 
during the first seven months, up from a 
marginal increase їп 1982. Since several 
more large commercial complexes were 
either lawached recently or are in the pro- 
cess of starting up, the construction sector 
is bound 'to continue growing strongly. 

A boom in new investment, expanded 
manufacturing capacity to cope. with 
larger demand and the re-stocking of in- 
ventoriess which were drastically depleted 


during the 1982 economic slowdown com- 


bined to produce а sharp jump in imports, 
Turning around from a 10% drop last year 
— the first absolute decline,over the past 
decade --— imports are now variously esti- 
mated to grow at 12-14%. Non-oil imports 
(of capital goods, industrial raw materials 
and. machinery), were particularly. exces- 
sive during the first half of this year, 


though the authorities expect them to slow 


down somewhat during the second half as 


‘the re-stocking process is completed. 


Tr: overall import picture would have 


been worse had it not been for an esti” 


mated 7% drop in oil imports by value 


(despite a 4% rise in volume). With a stag- 
nating exports performance, variously es-: | v 


all absolute de- 





timated to range from; 






s expansion is wreaking. havoc on the 
o deficit. 


Estimates vary somewhat: The Bank of 


Thailand (the central bank), projec 
1:275. net increase io exports agains 








lion. Meanwhile, the Bangkok. Bank put 


р 
‘the figure at around Baht 65 billion on the d 
| basis of а 1.5% exports decline against. 


9% imports expansion. 


the trade deficit during the first seven 


months. of this year ran to Baht 41.2 bil-.. 


lion, or roughly four times the size of. the 
Baht 10. 6 billion. defi 





ase, the large im- | 


12%: rise in imports: and ‘estimates. the 
|. trade deficit for this year at Baht 56-58 bil- 


AXctording to Bangkok Bank figures, | 





steel and rail transpo ti 

mediately because of the reduced econo- 
mic activity and low capacity utilisation 
during the past year. Nor will it be felt-so 
much in the years of recovety. It will be 
felt, however, during the early years of the 
'seventh plan. The lag in adding to irriga- 
tion-potential will make attainment of ag- 
ricultural targets (which require substan: 
tial: stepping up every year with little 
change in the population growth rate) dif- 
ficult in. coming years. In sum, the plan 
will achieve its growth-rate target, but 
some of the growth will be unplanned. @ 
















































a year ago. Since the unusually low trade 
deficit in 1982 isexceptional, the 1983 full- 
year estimates are close to the, levels of 
1980-81. 

It is now almostcertain that the original 
government target of a Baht 170 billion 
all-year export figure — later revised to 
Baht 164 billion — is unattainable. Gov- 
érnment economic planners privately 
think a more realistic figure would be 
around Baht 160 billion. 

Since a large portion of farm cóm- 
modities is carried over from one year to 
be exported i in the next, the agricultural 
Sector's poor. performance i іп 1982 contri- 
buted to the current year’s lack of export 
growth. The lower. exportable. volumes 
are. further undermined Бу depressed 
prices of several traditional major export 
items. Although prices-of rubber, maize 
and tapioca bave improved, prices of rice, 
sugar and tin remain at low levels. These 
traditional export. items account for 
roughly 60%, of total exports. 

Despite. the. burgeoning trade deficit, 
the current account is expected to sustain 
a Baht 38 billion deficit — a figure which 
government and private economists agree 
is manageable. This is largely thanks to 
rapidly rising Р remitta 



















stie дюм flight: capital flowed into 
і ring the first half of this year. 




























year. Meanwhile, foreign- 


gold reserves tot p 


the end of Augus n 


11 additional 
international banking 
offices. 


@ Mellon Bank 


Mellon announces expanded 
worldwide banking service. 


Mellon's international banking 
network is growing rapidly. 
Today we have 25 branches, rep- 
resentatives and investments in 
19 countries. 


The recent merger of Mellon 
National Corporation with The 
Girard Company of Philadelphia 
provides four full-service interna- 
tional banking offices in the east- 
ern United States: New York, 
Miami, Pittsburgh and now Phil- 
adelphia. The merger also added 
offices in Colombo, Singapore and 
Zurich to our growing interna- 
tional network. 


New Mellon representative offices 


have been opened recently in Bue- 


nos Aires, Caracas, Milan, Seoul, 
Sydney and Taipei. Our represen- 
tative office in Toronto is being 

expanded into a full-service bank. 





Mellon is now the 14th largest 
bank holding company in the 
U.S. We provide a full range of 
international services, including 
letters of credit, the most sophis- 
ticated concentration of funds 
systems and automated balance 
reporting. 


We will be pleased to tell you 
how our rapidly expanding net- 
work can meet your needs. Con- 
tact any of our offices worldwide 
or write either: 


International Banking Depart- 
ment, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230, 
U.S.A. Telex 812367. 


International Banking Depart- 
ment, Girard Bank, Girard Plaza, 
Philadelphia, PA 19101, U.S.A. 
Telex 834398. 


IF TRANSPORT IS 
YOUR BUSINESS, KENWORTH 
IS YOUR TRUCK. 





In over 60 countries around the world, 
people who understand trucks will tell 
you the same thing. 

You can't make a better choice than 
Kenworth. 

From ourtough 5-ton GVW utility 
trucks to our super 300-ton GCW haul- 
ers, Kenworth engineers every truck to 
give you the best possible return for your 
investment. 

Each one is constructed from the 
ground up by experts using the world's 
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have in mind — on-road, rugged-road or 
no road at all — we suggest you contact 
your Kenworth dealer 

Or call us direct 
After all, Kenworth may cost you a lit- 
tle extra up front, but you can save a 
whole lot more down the road 


PACCO E 


INTERNATIONAL INC 





highest-caliber components 

All Kenworths are tested and retested 
to meet exacting standards of quality, 
performance and durability. 

And we support every truck we sell 
with a worldwide network of dependable 
dealers for parts and service. 

No matter what heavy-duty task you 


PACCAR International, Р.О. Box 1518, Bellevue, Washington 98009, U.S.A., Telex 32-0209, Phone (206) 455-7400 


CHANGE IT 
WITH 
BARCLAYS 


More than anything else in international trade, 
foreign exchange is a fundamentally simple business 
made complicated. 

The result, all too often, is a succession of time- 
consuming problems. 

At Barclays Bank, we remember that what you 
want is an efficient service - and we've geared our 
organisation to that end. 

Barclays is the biggest foreign exchange dealer in 
London-the world’s biggest foreign exchange market. 

While around the world, Barclays can offer you 


the services ofa further nineteen dealing rooms- in 
such key business centres as Paris, Zurich, Bahrain, 
Singapore, Hong Kong, Tokyo, New York and 


San Francisco. 
TIME IS MONEY. 

The scale of our foreign exchange dealings 
ensures a consistently competitive quote and, just as 
importantly, a speedy transaction. 

It means a range of currencies - including exotics 
-that few other banks can match. 

It means that Barclays will be happy to quote 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN: AUSTRALI/ 
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even when stormy market conditions send other So you can depend on Barclays experts to know 
dealers running for cover. enough about the market, and enough about your 
And,of course,it means that Barclays has the business, to suggest any new approaches that could 
resources, any time and anywhere, to handle even the be worth your while - such as multi-currency 
very largest deals. borrowings, or forward rather than spot transactions. 
Take the first step, and get in touch with your 
THE FLEXIBLE APPROACH. nearest Barclays branch. 
There's one more good reason чре pep You will discover a foreign 
to choose Barclays: you'll ind по [Ёш BAK €" ži ЉС exchange service that is, we believe, 
bank that has a more flexible and fke: IT mati fin M M simply unique. 
innovative attitude. | are ыа ema Notto mentionuniquely simple. | 


HINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU. 















‘At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to - 
the economies and well-being of developed and developing 
countries alike. 

; Providing a broad range of supporting: specialised port. 
facilities and forwarding know-how internationally, to complete 

the link in the transport chain. 
Today, we are also active in the important energy field, 
with substantial offshore operations. 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes over 18,000 Nedlloyd 
personnel all around the world using their 
experience, expertise and professionalism 
to make the service really work. 

However large we become, we 
never forget that Nedlloyd is still about 
people serving people. 

















Nedlloyd Group 


Royal Nedlloyd Group N.V., 
21 Houtlaan, P.O. Box 487, 3000 AL Rotterdam 
Phone (010) 177911. Telex 27087 





Pumping patrol; Manila market ` the crisis begins to hit home. 
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Paying the price 


An explosion of price rises follows the devaluation of 
the Philippine peso — and further alienates the populace 


By Jose Galang 

Manila: The worst fears of the Philippine 
business and labour sectors arising from 
the October 5 devaluation of the peso 
against the US dollar (REVIEW, Oct. 20) 
are beginning to materialise. Petroleum- 
product prices were increased uniformly 
by Р1 (7.18 US cents) on November 3, 
further fuelling the explosion of price in- 
creases for a wide range of industrial and 
consumer goods originally triggered by 
the devaluation, Inflation is expected to 
reach an annual rate of 18-20% by the end 
of the year. To help workers cope with the 
rapidly rising cost of living, the govern- 
ment on November 7 mandated additional 
pay. 

Passenger fares for land transport have 
already gone up and petitions for similar 
adjustments in fares for air and sea trans- 
port were expected to be filed soon with 
the relevant government agencies. Dis- 
cussions are raging over how much prices 
of certain basic commodities under gov- 
ernment control are to be increased even 
as those outside such controls already are 
being marked up. 

These developments have further de- 
pressed investor and consumer morale, al- 
ready battered by the events that followed 
the August 21 assassination of opposition 
leader Benigno Aquino. The inevitable 
belt-tightening measures that have ensued 
can only fortify the growing belief here 
and overseas that the Philippines will find 
it difficult to take advantage of the 
strengthening economic recovery abroad 
to ease its own plight. 

The increase of Р 1 across the board for 
various petroleum products was the result 
of an order to that effect by the Board of 
Energy, which was drafted and made final 
without the usual public hearings. The 
board said it granted the early relief to the 
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country's three oil companies — Petrophil 
Corp., Caltex Philippines and Pilipinas 
Shell Corp. — because of *a continued 
erosion of the [oil firms] viability to pur- 
sue their business and of the probability of 
not having any crude available for the 
economy." 

The three oil companies, which in.1982 
made combined net profits of P310.5 mil- 
lion, petitioned for the price mark-ups be- 
cause of the increased peso cost of the 
crude oil they procure. the 1% fee im- 
posed by the banks on the sale of US dol- 
lars to cover crude-oil imports and an ad- 
ditional 2% (on top of an earlier increase 
of 3%) ad valorem duty on oil imports. 
Also taken into account were increased 
refinery and marketing costs. All these 
factors were an offshoot of the peso de- 
valuation and its aftermath. 

Price increases for various petroleum 
products were 18-42%. Premium-grade 
petrol now costs P6.47 a litre (an increase 
of 18.3%) and diesel fuel now sells’ for 
P4.43 a litre (up 29.2%). The retail price 
of an 11-kg. cylinder of liquefied petro- 
leum gas is now P86.50 (up 30.3%), in- 
cluding delivery charges. 


[pee in fuel; prices unfailingly boost 
costs of other products. Rice, the princi- 
pal staple food inthis country of 50 million 
people, is subject'to government-imposed 
price controls. However, farmers lately 
have been pleading for more earnings 
from their produce in the wake of the 
wave of price increases of various con- 
sumer goods to which they are not im- 
mune. They are now seeking an increase 
in the "support price" (the amount paid by 
the government for its own purchases of 
grains) of palay, or unhusked rice. 
Farmers and the Ministry of Agricul- 








ture are currently debating how much 
should be added to the current support 
price of P1.80 a kg. — the farmers say 
they need an additional 40 centavos a kg. 
so they can effectively meet the rising 
costs of farm-production, inputs, but the 
government believes 25 centavos will be 
sufficient. 

Whatever amount is decided in the dis- 
cussions, the price of milled rice is bound 
to go up early next year — and affect near- 
ly 60% of the average family's budget. 
Among other basic foodstuffs, increases 
in the prices of chicken and pork already 
have been approved by the cabinet of Pre- 
sident Ferdinand Marcos: Dressed chick- 
en now sells for P23.90 a kg. (previously 
Р 19.25), and pork cuts are now retailed at 
P24.25 a kg. (previously P20.50). 

But the most dramatic impact of the re- 
cent peso devaluation on consumersso far 
has been in the form of massive adjust- 
ments in prices of products outside price 
controls. For instance, new cars now sell 
for an average of about P 100,000, up from 
around P60-65.000, and a popular brand 
of a 17-in. black-and-white TV set now 
costs about P2,250, against P 1,600-1,800. 
These items, though considered luxuries; 
are still part of every Filipino's dream of 
an ideal home — a dream now out of reach 
for many. 

Additional pay for workers of P6.50 a 
day was announced on November 7. Of 
this, P2 represented an increase in basic 
salary and P4,50 was granted as an addi- 
tional cost-of-living allowance. Half of the 
increase in the minimum wage was 
backdated to November 1 while the other 
half will be paid from December 1. Im- 
plemégtation of the additional allowance, 
for workers earning not more than P 1,800 
a month, also was staggered — РЗ 
backdated to November 1, P1.50 from 
December 1. The minimum wage, after 
these increases, is now P21, which with an 
additional P21 in allowances makes à 
total of P42 a day for industrial workers. 

Having been the result of acrimonious 
debate at the tripartite National Wages 
Council, the additional pay still fell short 
of expectations of both workers and man- 
agement groups. The Trade Union Con- 
gress of the Philippines had pressed for an 
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Marcos: support weakens 





increase of P7.50 while employers had ar- 
gued for P5,30 (the figure recommended 
by the National Economic and Develop- 
ment Authority) to minimise any adverse 
effects on costs of operations. 

More importantly now, . though, 
employees are showing concern over job 
security. The pay increases just an- 
nounced should expand corporate 
payrolls nationwide by about P50 billion, 
on top of P56 billion estimated to be in- 
curred as a result of the increases in fuel 
prices and imported raw materials. These 
factors may give employers reason to trim 
spending. Many may even be forced to lay 
off people. Bitter debates on this subject 
should occupy labour/management bar- 
gaining tables in the next few weeks. 

As a result of the price increases, the in- 
flation rate is now reckoned to hit 18-20% 
by the year-end, from only about 7% in 
the first half. For consumers, the effect of 
that kind of price spiral cannot be overem- 
phasised. For private-sector enterprises, 
the additional production and labour costs 
can only mean a further squeeze on pro- 
fitability, which in 1982 already showed a 
72% plunge, according to a recent Sec- 
urities and Exchange Commission report 
on the top 1,000 corporations (ranked in 
terms of gross revenues). Of the top 1,000 
in that year, 227 companies reported 
losses totalling P7.2 billion. 

The Employers Confederation of the 
Philippines, which actively participated in 
the deliberations over the new wage ad- 
justments, said that the “huge increases in 
costs will adversely affect business and in- 
dustry." Many companies, it said, may no 
longer be able to bear the added costs and 
may fold up. “Аз a consequence, the coun- 
try itself will suffer. More workers will be 
laid off. Exports will become less competi- 
tive. And even domestic prices will in- 
crease to the prejudice of consumers." 

In a country where rich and poor are 
separated by a yawning gap already, 
these developments are bound to embitter 
further the less well-off. And the blame 
will almost certainly fall on the Marcos 
government, threatening to further 
weaken its already waning public support 
as a result of its clumsy handling of the 
Aquino assassination case. 
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FISHERIES 


A catch-all dilemma 


Thailand's fishing industry has grown dramatically but now 
faces a daunting array of problems — led by over-exploitation 


By Paisal Sricharatchanya 

Bangkok: In the relatively short period of 
the past decade, Thailand's fisheries in- 
dustry; has grown rapidly — with а 
dynamism characteristic of the Thai pri- 
vate-enterprise system — to become one 
of the largest in the region. A fleet of more 
than-20,000 trawlers plying the waters:off 
this country's roughly 3,000-km. coastline 
as well as other waters in Southeast Asia 
and producing nearly 2 million tonnes of 
marine products a year makes the Thai in- 
dustry the fourth largest in Asia after 


Japan, China and India. 


Domestically, the estimated Baht 20 
billion (US$869 million) generated by 
fisheries (marine plus a very much Smaller 
freshwater component) now amounts to 
around 2% of gross domestic product. But 
rapid development has been accompanied 
Буға, string of problems — notably the un- 
scrupulous destruction of marine re- 
sources in the Gulf of Thailand and fre- 
quent intrusion by Thai vessels into neigh- 
bouring countries’ waters — which have 
caused a stagnation in output growth in re- 
cent years. 

Given the growing popularity in Thai- 
land of marine fish as a cheap source of 
protein — plus the fact that other marine 
products such as prawns, squid and 
cuttlefish are becoming increasingly im- 
portant foreign-exchange earners — the 
Thai industry appears to be at an impor- 
tant crossroads. It is now vital that conser- 
vation and properly regulated fishing are 
effectively enforced. 

Official statistics show the marine-fish 
catch rose from 1.5 million tonnes in 1973 
to a peak of 2 million tonnes in 1977, then 
declined somewhat to 1.8-1.9 million ton- 
nes during 1978-79 and plunged to 1.6 mil- 
lion tonnes in 1980 before reviving to 





stabilise at slightly more than 1.8 million 
tonnes during the past two years. 

Although the commercial (inland) 
fresh-water fish catch was officially re- 
corded at around 150,000 tonnes a year in 
recent years, experts said actual produc- 
tion probably is double that amount since 
a large number of Thailand's farming 
population regularly fish in large rivers 
and small canals for their own consump- 
tion. 

The sharp decline in the marine-fish 
catch in 1980 was attributed to.a combina- 
tion of oil-price increases from the second 
(1979) oil shock, declaration of the 200- 
mile economic zone by neighbouring 
countries and declining resources in Thai 
waters as the result of indiscriminate fish- 
ing and pollution. 

While the oil-price increase substan- 
tially raised operating costs, the 
economic-zone declaration by various 
Southeast Asian governments probably 
had a more serious effect, because Thai 
trawlers used to fish just outside other 
countries’ three-mile territorial waters in 
the past. 

While coastal fishing traditionally had 
been a small-scale industry, the trawling 
boom in the early 1970s was directly 
linked to a fishmeal industry which has 
grown by leaps and bounds over the past 


| decade. The first fishmeal factories were 


established about 15 years ago and there 


| are now some 250 large and small plants 


dotting the more than 30 coastal provinces 
and in Bangkok. 

During the initial stage, small and/or 
low-quality fish, a commercially undesira- 
ble surplus of the marine catch at that 
time, were turned over to fishmeal pro- 
ducers. But as the number of factories 
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pacity of the fishmealin 
ficult to gauge, but it is unofficially esti- 
mated that its consumption is close to 40% 
of the total marine-fish catch. 

The demand spurred by the fishmeal in- 
dustry encouraged rampant, indiscrimi- 
nate fishing in the Gulf of Thailand 
throughout the 1970s which continues 
today. Most Thai trawlers are equipped 
with nets having a mesh size much smaller 
than the internationa cepted standard 
of a minimum | ms square. “The 
common practicé-is lo haul up virtually | 
anything that swims matter how big 
or small," a. vetere angkok- based 
fisheries-compan 


























intrusion is heavily concentrated in 
Indochinese (off Cambódia and Vietnam) 
and Burmese waters. About 150 trawlers 
based along various eastern coastal pro- 
| vinces from Chonburi to Chanthaburi and 
about the same number based in southern 
| provinces from Prachuab Khiri Khan 
down to Surat Thani are understood to be 
| making regular trips to areas off 
Indochina. 
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engines. which permit a speedy retreat 
| when they are pursued by local patrols; 
some-are known to carry extra essentials 
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e not completely fished 
th stock of big fish has defi- 


«Marine experts ps. pointed out that the 
red ction in large-fish species. has, indi- 
rectly encouraged the growth of plentiful 
supplies of squid and cuttlefish in the gulf 
during the past decade. This has further 
diversified Thailand's marine- “products 
éxparts in recent years. . 
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prawns — traditionally the most impor- 
"tant marine item shipped to Japan in froz- 
en form — have risen from about 13,600 
tonnes worth Báht.1;1 billion in 1977 to 
about 20,000 tonnes worth Baht 2.7 billion 
last year. In 1982, exports of all marine 
products — mainly frozen prawns, squid 
and cuttlefish plus а small volume of can- 
ned fish and other products-—- were unof- 
ficially valued at about Baht 7 billion, hav- 
ing risen around 10%. а year in recent 
years. 

But with the virtual absence of conser- 
vation measures, the population of squid 
and cuttlefish in the gulf is itself dwindling 
in the face of growing exploitation. This is 


` raising concern in industry circles One `i 


marine-product processor/exporter hat- 
jokingly commented: “We just wonder 
what new species will emerge г after the 
squid and cuttlefish are gone." 

Declining marine resources in Thai 
waters lead io aggravation о another 
long-standing problem — the illegal intru- 
sion by Thai trawlers into the territorial 
waters of neighbouring countries. Of the 
Thai fleet, more than half is accounted for 
by small trawlers of 20 tonnes or less which 
fish mainly in shallow coastal waters. 

The remainder comprises some 5 000 
medium trawlers of about 20-60 tonnes 
and an'estimated 2,000 large trawlers of 
60-300 tonnes. A number of the medium 
and large trawlers have in fact been fishing 
ely richer grounds off nei hbou 


Most are equipped with high-powered | 


| sucha as food and medicine as bribes in case 
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Burmese jails alone. 




















































HOW TO INVEST IN AMEF IC 
nes? 
The American Growth Trust 


The JF American Growth Trust fund offers investment 
opportunities in emerging growth companies in the United 
States of America, and enables you to take maximum 
advantage of an area of investment seldom offered to 
individual investors by stockbrokers, but one which has shown 
a high growth rate of earnings and has excellent future 
prospects. 


While we believe investment in this Trust could be very. 
rewarding, the price of shares in the Trust may go down as 
well as up. 


Minimum investment: US$2,000. 


Performance in HK Dollars of other funds managed by 
Jardine Fleming: 








18-10-1982 to 17-10-1983 
(Capital appreciation)* 


JF Japan Trust + 126% 
JF International Trust + 84% 
JF Currency & Bond Fund + 40% 











Wh income added back 


For further information, please contact: 


WH, Glover or О.Т. Wilkie 

Personal Financial Consultants Limited 
1301 World Trade Centre 

Hong Kong =s 
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a special fund ‘deducting 1% o 


net proceeds of marine-product exports — 


to facilitate the return of fishermen de- 
tained іп countries ranging from 


| _ Bangladesh to Vietnam. The government 


~ has so far been shouldering the cost. 
However, the proposal, raised by the 


- — Foreign Ministry and Agriculture and 


Cooperatives Ministry, has met strong op- 
position from the Thai Marine Products 
Exporters Association, which groups 
about 90 processing/exporting firms. 

The only legitimate overseas operations 
now are two private joint ventures, one in- 


- volving 40'farge Thai trawlers fishing off 


Bangladesh, the other involving five large 
trawlers operating from Oman. Based on 


. profit-sharing, with the Thais putting up 


TF 


1 
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the boats and crew, both deals have 
existed for about two years, but their com- 
bined estimated 60,000 tonnes annual 
catch represents just a fraction of Thai- 
land's total production. 

Previously, there were similar but 
larger joint-venture operations involving 
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icing of th 
Entering into more joint fishing agree- 
ments with countries in which the industry 
is less developed than Thailand's appears 
a logical long-term solution to the prob- 
lem of the diminishing catch. 


he Thai Government seems to be inter- 

ested in this. For instance, the possibil- 
ity of establishing a joint-venture agree- 
ment with Pakistan and widening the 
scope of the existing Bangladesh deal 
were discussed when Thai Prime Minister 
Prem Tinsulanond visited the twó'coun- 
tries in August. Follow-up action'is-now 
under way. 19v5e 
" But there are ae stumbing'blócks 
to a coordinated joint-venture ‘approach. 
The possibility of striking deals' with 
Burma and Vietnam — where! the 
strongest potential lies, because-óf their 
geographical proximity to Thailand and 
their rich marine resources — is ruled out 
in the foreseeable future. The Thai Gov- 
ernment has long been keen On ünágree- 


Elasticity of demand 


Indonesia's rubber industry hopes to capitalise on improving 
world market conditions — but first it must boost productivity 


By Manggi Habir 

Jakarta: Indonesia is trying hard to regain 
its once-dominant position in rubber pro- 
duction but, despite its second-place posi- 
tion behind Malaysia, catching up will 
take time. At present Indonesia's rubber 
industry produces at about two-thirds the 
level of Malaysia’s output. Nonetheless, 
the outlook is promising — Indonesia has 


` а larger area planted to rubber than 


Malaysia and there still is considerable po- 
tential to raise its (currently lower) yield 
per hectare. 

In view of the urgent need to boost 
non-oil exports, much is being done to 
raise rubber production. The weakness, it 
is felt, is on the marketing side — а crucial 
factor, and one which will grow in import- 
ance as current production efforts begin to 
bear fruit. 7 

Rubber, ranked fourth in the export-re- 
venue table and acounting for only 3% of 
total 1982 exports, is not expected to cover 

he shortfall in oil-export revenues. But 
vith an estimated 7.5-9.5 million people 
- most of them in the outer islands — de- 
endent on rubber for their livetihood, its 
portance is increasingly being felt, 


= es pecially considering the large number of 
_ pe ople due to enter the labour force. 


Forty years ago, rubber was the major 


cor tributor to Indonesia's balance of pay- 
me nts, as is oil today. But after indepen- 
den 'ce, plantation crops' in general and 
rubi ber in particular were neglected. The 
adv; ince of synthetic rubber, the political 


and 


economic uncertainties that arose 


during that period and the colonial stigma 
attached to the plantations sector all con- 
tributed to rubber's decline. According to 
a World Bank study, only 13% of In- 
donesia's rubber area was planted to high- 
yielding varieties, resulting in average 
yields of 380 kgs a ha. — about half that in 
Malaysia. 

Current government efforts to revitalise 
the rubber industry are complicated by its 
structure and its vast area — an estimated 
2.3 million ha. Around 70% of the coun- 
try's rubber is produced by smallholders, 
typically family farms of 2-3 ha., scattered 
over the land-abundant regions of 
Sumatra and Kalimantan. The balance is 
produced by estates dominated by large 
government ones — averaging some 
12,000 ha. apiece — concentrated mainly 
in Java and North Sumatra. 

Because the production and processing 
of rubber is simple, inexpensive and 
labour-intensive and requires minimal at- 
tention, it is well suited to smallholder cul- 
tivation. But the predominance of small- 
holdings results in low yields and is one 
reason for low productivity. The average 
yield of smallholdings is estimated at 
about 290 kgs a ha. The World Bank re- 
port said smallholders had insufficient ac- 
cess to capital and technology, preventing 
them from planting high-yielding seed- 
lings. Fertiliser application and soil con- 
servation were rarely applied, while 
maintenance standards were poor, result- 
ing in slow growth. 


n has been 





negotiations. 

And, though there have been various 
attempts over the past 10 years, both pri- 
vate and official, to strike a pact with Viet- 
nam, progress has been stalled by political 
and security setbacks. Vietnam's invasion 
of Cambodia in 1978 and its subsequent 
occupation of that country is vehemently 
opposed by Bangkok. 

The last proposal by the Fishery De- 
partment early this year for such an agree- 
ment to solve the intrusion problem was 
rejected by the National Security Council 
for security reasons. The department was 
told that Thai trawlers could not be 
trusted. It was feared Thai fishermen 
might transport undesirable items such as 
weapons, and bring back refugees. 

The most realistic and practical solution 
thus lies in the development of marine 
resources in Thdiland’s. own waters 
through strict enforcement of conserva- 
tion and regulated fishing. Although there 





ntation 


Estates, by contrast, have internation- 
ally competitive yields. During the 1970s 


these yields grew sufficiently rapidly to: 


more than offset the decline in planted 
area. Government and foreign-owned es- 
tates covering 194,000 ha. and 73,000 ha. , 
respectively, showed average yields of 
725-753 kgs a ha., more than twice the 
smallholders' average yield. Private es- 
tates, covering 182,000 ha., have not per- 
formed as well, however. Productivity has 
remained at a low 291 kgs a ha., because of 
a lack of long-term credit, inadequate 
management and a shortage of trained 
personnel. 

Since the early 1970s the government 
has taken several steps to improve the rub- 
ber industry. In 1976, taxes levied on pro- 
duction to be used for replanting on a 
grant basis were removed. The devalua- 
tions of the rupiah in 1978 and this year 
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has been consistent action against illegal 
fishing practices such as the use of electric 
shocks and explosives, the overall conser- 
vation effort has been stymied by a short- 
age of personnel and equipment. There 
are now only six fishery patrol boats scan- 
ning the country's 3,000-km. coastline and 
none of them is stationed along the more 
than 600-km. Andaman coast in south- 
west Thailand. 


Busen limitations have been an- 
other problem hampering development 
of hatcheries and eonservation. The Baht 
570 million budget allocated to the depart- 
ment (which is attached to the Agriculture 
and Cooperatives Ministry) for fiscal 1984 
(which began on October 1) amounts to a 
meagre 2.5% of the estimated Baht 20 bil- 
lion aggregated from fisheries. 


“The budget is grossly insufficient. In a i 


developed country [such as] Japan, the 
budget is around 10%. of revenue gener- 
ated from fisheries," complained former 
Fishery Department: director-general 
Swarng Charernphol, who retired in Sep- 
tember after serving at the department for 


raised rubber farmers’ income in rupiah 
* terms, The government has established 
"w^ rubber-research stations at Sungei Putih 
in North Sumatra and Sembawa in South 


Sumatra, More important were Jakarta's 
efforts to raise smallholders' productivity, 
financed in part by the World Bank and in- 
cluding nucleus-estate schemes (NES), 
smallholders’ rubber-development pro- 
jects (SRDP) and the project for rehabili- 
tation and extension of export crops 
(PRPTE). 

The principal objective of these 
schemes was to improve smallholders' ac- 
cess to high-yielding seedlings, com- 
plementary inputs and new planting 
techniques. The NES programme, not 
limited to rubber, involves government 
estates operating as nuclei coordinating 
the development of surrounding small 
farms. 
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several decades. Swarng is a respected au- 
thority, whose efficient and no-nonsense 
handling of various affairs relating to 
fisheries earned him a reputation which 
will be difficult to match. 

From various hatchery stations in dif- 
ferent parts of Thailand, the department 
has in recent years been releasing about 
150 million baby fish a year. Ideally, an 
annual release of 1-2 billion should have 
been made. 

Under Swarng, the department man- 
aged to secure substantial grants from 
Japan for various development projects. 
A Japanese-funded National Institute of 
Coastal Aquaculture in the southern pro- 
vince,of. Songkhla has been in operation 
for several years, breeding and hatching 
various, species ranging from prawns) to 
pomíret and sea bass. 

Three..new freshwater and marine 
fishery, stations in central and southern 
Thailand are now under construction and 
due tobe completed next year under а 
Baht 18 million Japanese grant. The de- 
partmentis now іп the process of finalising 
another Baht 250 million grant to build a 





Large areas of land are cleared, planted 
with high-yielding varieties and managed 
until close to maturity. The land is then di- 
vided into 2-ha. blocks and allocated to 
landless farmers, their produce bought by 
the estate and processed there. No block 
under this scheme has yet reached matur- 
ity, but the plan is to have each farmer 
repay about two-thirds of what was spent 
on his block over a 20-year period at 6% 
interest. 


he SRDP and the PRPTE — a less in- 

tensive version of the SRDP — centre on 
smallholders with scattered holdings. 
Under these programmes, farmers are 
provided with high-yielding seedlings and 
complementary inputs. The farmers are 
then supervised by the Plantation Crops 
Advisory Service and are also expected to 
repay over a 20-year period. 


big underwater observatory, a marine 
hatchery and artificial reef on the coast of 
Rayong, some 200 kms southeast of 
Bangkok. 

Unlike the slump period of 1980-81 
when high oil prices inflated operating 
costs, the Thai trawler fleet this year is be- 
lieved to be running at full capacity in the 
face of growing demand for exports, from 
local fishmeal production and rising 
domestic consumption made possible by 
effective nationwide transport. 

Not only does the industry generate à 
sizable chunk of revenue, it also is impor- 
tant to employment, providing direct jobs 
for about 200,000 people and for another 
estimated 400,000 people in, support ser- 
vices such as ice, cold storage. wholesaling 
and retailing. 

If the rising domestic popularity of 
marine food and the export growth poten- 
tial are taken into consideration, the in- 
dustry deserves a major effort by the goy- 
ernment. It is abundantly clear that the 
unscrupulous destruction of marine re- 
sources through indiscriminate fishing 
should not be allowed to continue. 





The government, restricted by budget- 
ary constraints, also is encouraging pri- 
vate investment in agribusiness. In July 
the chairman of the Investment Coor- 
dinating Board, Suhartoyo, classified ag- 
ribusiness — notably plantation ventures 
— as a top-priority investment area. Such 
ventures are entitled to a 50% reduction in 
income, interest and dividend tax and 
royalties for 10 years. This is on top of the 
six-year tax holiday applicable to planta- 
tion ventures. 

. As only Indonesian entities are allowed 

to hold land, the emphasis remains on en- 
couraging local rather than foreign invest- 
ment. There is concern, though, that the 
existing 30-year land-tenure rule is too 
short for investment in plantation crops, 
which normally carry long pay-back 
periods. The government claims 13 major 
local groups will be investing in this sector: 
So far, the total has been considerably 
smaller. 

At present, 93% of Indonesian rubber 
production is exported; the balance is con- 
sumed largely by the local tyre industry. 
About 42.596 of rubber exports go to the 
United States market, where it accounts 
for about 60% of US rubber consumption. 
The second-largest market for Indonesian 
rubber is Singapore, accounting for about 
26% of the total. 

Indonesia's marketing problems are to 
some extent reflected by the significant re- 
export role Singapore continues to play. 
Indonesia is making efforts to market rub- 
ber directly but because of high inter- 
island transport costs, irregular ship- 
ments, quality problems and inadequate 
port facilities, no major change in the In- 
donesia-Singapore rubber trade is ex- 
pected soon. But local rubber traders do 
like to point to the drop in exports to Sin- 
gapore from 285,096 tonnes in 1981 to 
207,697 tonnes last year. 

Efforts also are under way to diversify 
Indonesia’s rubber markets. One target 
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ia. Harry Tanagana, of the: 


bber Association is confi- 


rity problems alow its southern andes east- 
borders which could disrupt its rubber 
Oduction and exports. He also noted the 
our shortage plaguing Malaysia's plan- 
ations. He ‘did’ acknowledge, however, 
lat major marketing problems must be 


а‘ large number of smallholders 
their remote locations is high market- 
‘A recent study noted that farm- 
eceive only 25-40% of the price 


rk таа This proportion — much 
wer than in Malaysia — has not changed 
hé past 10 years, the study added, indi- 
ting little improvement in the country's 
nsport system. 
Andonesia’s high transport costs and red 
pe resulting in numerous levies have all 
ontributed to the high costs. Shipping 
are about twice the level of 
ysia’s and Thailand's. In 1982, In- 
an rubber exports to East Euro- 
countries dropped by half, report- 
'ecause of shipping delays caused by 
(аре and inadequate. local port 


dition, smallholder rubber tends to 
lower quality. Rubber slabs from this 
тсе often contain impurities and are 
ueritly stored in water or floated 
river, which further reduces their 
uality. According to one Japanese rub- 
r trader, a more serious problem faced 
by Indonesian rubber in the Japanese 
arket is its lack of uniformity — it differs 
region to region. North Sumatran, 
th Sumatran and Kalimantan rubber, 
ause of their different characteristics, 
re different chemical treatment dur- 
g processing in Japan, it is argued. 
The Japanese have preferred to import 
ly graded rubber (as opposed to 
chnically specified rubber), primarily of 
the RSS 3-type rubber sheets. Indonesia, 
the other hand, produces primarily 
technically specified rubber carrying 
Standard Indonesian Rubber specifica- 
tions. Moreover, of the visually graded 
rubber range, Indonesia largely produces 
the RSS 1 variety. 
The price of rubber has been rising this 
year and Indonesia is getting larger orders 
both from traditional and new markets, 
according to the Indonesian Rubber As- 
sociation. This has raised hopes that the 
900,000-tonne export target (valued at 
US$800 million) for the fiscal year ending 
March 31, 1984 can be achieved. But to 
improve Indonesia’s position in the world 
rubber market, there is growing aware- 
ness of the need to extend current produc- 
tion improvement efforts to include mar- 
keting advances. ini 





















Vietnam is building 


By George Lauriat 


1975, a unified Vietnam was left with vir- 
| tually no merchant fleet. Most of the 
country's ships had either been sunk or 
used by refugees fleeing the new com- 
munist government. The lack of a:fleet 
had not posed à serious problem during 


portion of Vietnam's aid came by-rail 
through Friendship “Pass from China, 
However, with the Vietnamese invasion 
of Cambodia and the 1979 Sino-Vietnam- 
ese war, the overland trade routes were 
cut and Vietnam became, in enen an is- 
land state. ; 

The Chinese link was very iri 
the Vietnamese as the Hon 
but Chinese-controlled China: 
Steam Navigation (CMSN) was appointed 
to act as shipping agent for the Vietnam 
Foreign Trade and Transportation Corp. 
(Vietfracht) and the fledgeling state ship- 
ping company, Vietnam Ocean Shipping 





an anomaly in the Chinese shi 
tem, and even more so for V 





Hongkong: The importance. of Hong- 
kong-based Goldén Star Shipping, which 
acts as shipping agent for Vietnam, is 
underlined by the tremendous volume of 
re-exports funnelled through Hongkong 
to Vietnam. In 1981, re-exports to Viet- 
nam totalled HK$138.35 million (US$17.7 
million) but the figure nearly tripled in 
1982 as re-exports. climbed to HK$349.8 
million. This represents just about 23% of 
Vietnam's imports from convertible-cur- 
rency areas. The main re-export cate- 
gories were food (HK$59.7 million), 
chemicals (HK$83.2 million), machinery 
(HK324.9 million) and manu- 
factured goods (HK$170.3 mil- 
lion). 

The re-export trade is the result 







p its merchan fleet with both 
commercial and strategic factors in mind 


Hongkong: When hostilities ended in | 


the war against the United States asa large | 





Corp. (Vosco). CMSN was something of | 





The Golden conduit 


| Trade routed via Hongkong now accounts for тоге. 
than a fifth of Vietnam’s hard-currency imports — 





















































The company acted as the coordinating 
body for China's very considerable 


. offshore fleets registered in Panama and 
‚ Liberia (and previously in Somalia) and 


organised the purchasing, chartering and 
crewing of vessels for China. The initial 
advantage of CMSN and its sister com- 
panies was that the shipping operations 
had a relatively low profile — third-coun- 
‘try flag and frequently foreign crewing — 
plus access to international financing. 

In addition, Hongkong- offered the 
geographical and political advantages of 
an open port on China's doorstep. CMSN 

was attractive for-the.same reasons to a 
hard-pressed гапаз ly: “non-existent 
Vietnamese тегсһа ne.. 

Even before the Sino- Vietnamese war, 
economic relations between Vietnam and 
China had been effectively cut, forcing a 
dependence on Eastern-bloc shipping ser- 
vices which had'not existed even during 
the blêakest: days of the Vietnam War. 
‘However, the actual structure of the Viet- 
 namese merchant marine still closely 
рапшев China’s. Asi in dao state 

















along with Japan, are the most important 
sources of Hongkong re-export cargoes 
bound for Vietnam. 

The Hongkong connection is particu- 
larly important for acquiring such 
strategic commodities as petroleum and 
petroleum products, inorganic and or- 
ganic chemicals, iron and steel, rubber 
and industrial machinery. China is the 
largest source of petroleum and petro- 
leum-related. products — re-exported 


through Hongkong to Vietnam. In 1981 $® 


China supplied Vietnam with HK$755,- 
000-worth of petroleum products; this in- 





RE-EXPORTS THROUGH HONGKONG 
(НКЗ million) 













of the political situation which 
makes direct trade difficult and in 
some cases impossible. The Unit- 
ed States bans exports to Viet- 
nam, while poor relations with 
China, reflected in the continuing 
sporadic fighting on the border, 
make any direct'trade an embar- 
rassment. Vietnam also has по re- 






Food andlivestock 
Beverages and tobacco 

Crude material, inedible, except fuels 

Mineral fuels, lubricants etc. 

Animal and vegetable oils, fats and waxes 
‚ Chemicals and related products 
Manufactured goods 
Machinery and tr ansport equipment 
Miscellaneous manufactures 
Others 











































lations with either South Korea or 
Taiwan though these. countries, 






Source: Hongkong Trade Development Council. 
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ping agency, the Vietnam Ocean Shipping 
Agency which has a similar function to the 
China Ocean Shipping Agency in arrang- 
ing such matters as port- entry and de- 
parture, fuel, water and pilotage. These 
state shipping companies.are thought to 
have been formed originally in 1958 in 
Haiphong, after the defeat of the French. 

The Chinese model is also evident in 
other aspects: of Vietnamese shipping. 
Vietfracht is; like: its Chinese equivalent 
Zhongzu, undi inistry of Foreign 
ly responsible for the 
ign-flag vessels and the 











-The comparison does not end with or- 
‘ganisations in: Vietnam. In a fashion simi- 


Ministry of Foreign Trade 
Minister: Le Khac 


creased-to HK$1.6 million in 1982. This 
figure. amounted to more. than half the 
total of petroletim-and petroleum-related 
products re-exported. through: the territ- 
ORY. i | 

Most: of ‘the petroleum products аге 
thought to be paraffin waxes and petro- 
leum jelly rather than crude oil itself, 
which is mainly supplied by Eastern-bloc 
countries: Taiwan is the second-largest 
source of petroleum and petroleum pro- 
„ducts: In 1982, Taiwan supplied 
SHK$414,000-worth of petroleum pro- 
„ducts, most: hich was probably pe- 
trochemicals and fuel oil. 


4” 





Ithough many of Vietnam's shortages 

can be met by its Eastern-bloc trade 
partners, there remains a severe shortage 
of chemicals in the country. This is re- 
flected in the re-export trade figures which 
show an increase from 1981 to 1982 for or- 
ganic chemicals of HK$7.8 million to 
HK$18.1 million, inorganic chemicals 
(HK$1.01 million to HKSII.2 million) 























and.chemical materials (HK$624,629 to | 


country's behalf. 

The Vietnamese fleet remains. minus- 
cule, however, being largely assembled 
after the Vietnam War. It now consists of 
approximately 57 vessels totalling 358,399 
dwt including eight tankers, two:roll-on 
roll-off vessels, two small bulk carriers 
and 37 general-cargo vessels. The fleet's 
average age is more than 20 years and,the 
ships are relatively small. Most were origi- 
nally. built in Japan but there are also; a 
number of Eastern bloc and Scandina- 
vian-built ships in the fleet. Besides the 


nam Coastal Shipping Co. and a. number 
of support ships directly under the control 
of the government. 





The size of the fleet 





with purchases . of 
ships through, third 
parties. Vietnam has 
a tremendous "need 
all 


the country’s 


leum — products, as 
fertilisers, аге im- 
ported. In addition, 
food . shortages in 





the  chenticals 
China, Japan, Taiwan 
andthe US... 

The Chinese sup- 
plied HK$7.6 million 
worth of organic, in- 
organic and chemical 
products in 1982. 
Taiwan supplied HK$6.87 million worth 
їп 1982. Japan supplied nearly the same 
amount in 1982, HK$6.8 million. With 
both Japan and Taiwan there was a huge 


chemicals. Taiwan did not re-export any 
organic chemicals through Hongkong in 


| HK$5.8 million. the following year. 
lapan's re-exports of organic chemicals 
also increased significantly between 1981 


HK$4.4 million. 

Most of the re-exports of machinery to 
| Vietnam came from either the US or 
| Japan in 1982. Japan re-exported HK$5.4 
| million worth of machinery while the US 
| had re-exports of HK$3.2 million which 
| represented more than 80% of the general 
| industrial machinery re-exported through 
| 
| 
| 
{ 
| 





the territory. The US also was the primé 
supplier of power-generating equipment, 
while Japan accounted for more than 80% 
of all the vehicles which were re-exported 

| to Vietnam through Hongkong. 
GEORGE LAURIAT 


Vosco fleet, Vietnam also has the Viet- , 


is slowly increasing 


for shipping. Nearly. 


surge in third-party purchases of organic | 


1981 but had re-exports amounting to | 


and 1982 rising from HK$45,160 to | 













petroleum and petro- | 


well as chemicals and .. 
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million tonnes of grain a year. - 


Most of the demand for shipping ser- 
vices is in the bulk sector and even the: 


main export cargoes, sugar and coal, are 
bulk items. Indeed Vietnam has the po- 
tential in the not-too-distant future to be- 
come à fairly important purchaser of sec- 
- ond-hand tonnage. But for the moment 
shipping has a relatively low priority aš 
most of the shipping services are directly 
or indirectly supported by the Soviet 
Union. 

In the Pacific, the Soviet port of 
Nahodka is the main base for merchant- 
shipping operations. The port is equipped 
with bulk-handling facilities, a container 
port and a large oil-tank farm and is the 
entry point for the Trans-Siberian Rail- 


agent for Vietfracht, 







"xk organis- 
ing crewing and chartering. This was not 
done exclusively in Hongkong as both 
CMSN and Union Overseas Transport — 
a company with strong Japanese trade ties 
— also represented Vietfracht. 

Golden Star, through a series of second- 
hand purchases, built up a small fleet of 
around 10 ships. The financing for the 
ships originally came from (among other 
sources) Nan Yang Commercial Bank, a 
Hongkong-based, Chinese controlled 
bank, and United Overseas Bank of Sin- 
gapore. Typical of the terms of those first 
purchases was a fixed loan of HK$6.48 
million (US$830,769) at an interest rate of 
10% a year, to be paid back in 36 monthly 
instalments. Not unexpectedly, some of 


а 








Ships berthed at Но Chi Minh City: а relatively low priority. 


way. The port is also the home of Fesco, 
the state shipping corporation serving 
Asia and the Pacific. During the late 1970s 
the Soviet shipping company came under 
pressure from Western shipping com- 
panies which accused it of rate-cutting and 
Of building ships simply to support mili- 
tary expansion. This theme was reinforced 
by shippers’ complaints that Soviet car- 
riers were making unscheduled stops in 
Vietnam, causing delays. 


Ё recent years, Vietnam's dependence 
on Soviet shipping has shifted to more 
indirect services. The Soviets’ Baltic Ship- 
ping Co. has weekly services from Europe 
and the East German state line also calls 
weekly from northern Europe. In Asia, 
Filsov — a Soviet-Philippine service — 
calls frequently along with Japanese car- 
riers. In addition, the Vietnamese have re- 
portedly been chartering in Eastern-bloc 
tonnage. 

Yet, the most active outside company 
organising Vietnam shipping services re- 
mains Golden Star. The company, acting 
much like a Vietnamese CMSN, helps 
coordinate trade, owns vessels registered 
offshore, sells vessels to the state shipping 
company and acts as a chartering and crew- 
ing agent for Vietnam. Golden Star was 
formed in 1973 by Pham Hong Quang, a 
North Vietnamese, Hwang Yang Choo, a 
Malaysian solicitor and Sim Kui Ming, a 





these early purchases were organised 
through CMSN's associate companies. 

In the period after 1977, the structure of 
Vietnam's shipping interests in Hongkong 
changed. In that year, Scarbrook — which 
occupies the same building as Golden Star 
— was formed. The company was ap- 
pointed Hongkong agent for Vosco and 
along with Golden Star frequently acted 
as shipping agent for ships going to Viet- 
nam from Hongkong — ап important 
function in Vietnam's case as the country's 
shipping laws require an advance notice of 
one week prior to arrival. Generally, ships 
going to Haiphong used Golden Star as 
agent and those going to Ho Chi Minh 
City used Scarbrook. Neither agent was 
exclusive as Eastern Worldwide, Wal- 
lems, Hai Thong and John McRink all 
have acted for vessels going to and from 
Vietnam through Hongkong. 


VIETNAM'S FLEET 


General cargo 


Bulk carrier 
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In 1981, Golden Star's structure under- 


went an important change when Vu Ngoc 
Gian and Mai Уап Dau, both Vietnam- 
ese, joined Pham as directors while 
Hwang and Sim left. The shareholding 
also changed. Pham, with 10,000 shares, 
and the Bank of Foreign Trade of Viet- 
nam with 15,000 became sole share- 
holders. From 1978 on, most of the ships 
purchased were at least partly financed by 
either the Bank of Foreign Trade of Viet- 
nam or Vietnam Finance Co. The latter, 
also located in the same building as Gold- 
en Star and Scarbrook, comprises Golden 
Star Shipping itself, Vietnam Import and 
Export, the Bank of Foreign Trade of Viet- 
nam and two directors of Vietnam Import 
and Export, the aforementioned Mai and 
Vu Quang Duong, who is also a director of 
Golden Star. 

Vietnam's shipping legislation is in line 
with that of most centrally planned 
economies. However, there are aspects 
which reflect the high degree of security 
consciousness with which the Vietnamese 
view shipping and marine resources. Not 
only must foreign vessels calling at a Viet- 
namese port seek permission from the 
MOCT seven days in advance but they 
must also notify the ministry 24 hours be- 
fore actually entering Vietnam's territo- 
rial waters. 


s are many countries, Vietnam is par- 

ticularly sensitive about foreign ships 
using a port call as a cover for collecting 
data on marine resources and geographi- 
cal features. Consequently, it forbids the 
use of any electronic measuring devices 
and also demands that fishing vessels call- 
ing must have all their fishing gear stowed 
before entering Vietnam's maritime zones 
unless they already have an agreement 
with the government. 

Perhaps the best example of Vietnam's 
sensitivity is an article in the legislation 
which states: “While in the internal waters 
of SRV [Socialist Republic of Vietnam] all 
foreign ships must seal their communica- 
tions equipment and liaison apparatus and 
all their electronic means of observation." 
This provision is accompanied by another 
which states that ships (even of the same 
nationality) cannot communicate without 
going through the port communications 
authorities. 

What makes Vietnam's shipping legisla- 
tion potentially dangerous is the manner 
in which it is enforced. Control over ship- 
ping is entrusted to the Vietnam People's 
Navy, the People's Army, People's 
Police, Vietnamese border guards and the 
paramilitary forces. These last are civi- 
lians, identified only by a badge, who have 
the right both to board a vessel and to 
force it to leave Vietnamese waters. 

But since many of the paramilitary ves- 
sels, which are predominantly equipped 
with small arms, look no different from an 
ordinary fishing vessel it is nearly impossi- 
ble fora visiting ship to identify them. This 
makes for a perilous situation, given the 
conflicting territorial claims surrounding 
Vietnamese waters and the ever-present 
menace of pirates roaming the South 
China Sea. 
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of general airline 
operators and 
VIPs. For all 
е Statistics 
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That's the CFM56/Super 70—q 
and versatile. It's competitive Wit 

made today, and there Il be a broad; 

applications tomorrow. 
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It’s arranging your cross border financing 
“our branch in Singapore. 

























It’s handling your foreign exchange needs in 
Tokyo and other major money centers, worldwide. 








It’s our global network working 
for you in Taipei negotiating your 
letters of credit. 




























It’s processing your documentary collections 
in Los Angeles and around the world. 


з Manufacturers Hanover, bankers to the world. 


Quality. Loyalty. Consistency. These three attributes make 
Manufacturers Hanover a dedicated banking partner. 

We are committed to providing you with high quality services 
and products through each and every banking office in our 
global network. 


T yually important is the way we provide these services. 


We strive, always, for a consistency that you can count on. 
And a loyalty that you will find difficult to match. 


MANUFACTURERS HANOVER 
International Banking Group 


World Headquarters: 270 Park Avenue, New York, NY 10017 
Branches in Asia and the Pacific Basin: Hong Kong. Manila, Seoul, Singapore, Taipei, Tokyo 
Representative Offices: Bangkok. Beijing. Bombay, Jakarta, Kuala Lumpur. Sydney 
Subsidiaries: Hong Kong, Los Angeles, San Francisco | 
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— аміде range of farming and industrial tractors of powers ranging 
between 26 and 360 HP used in agriculture, forestry, vegetable- 
and fruit-growing, lumbering, building trade, transports; 

— farming machinery for all specific jobs; 

— assembling lines for tractors and farming machinery; 

— tractors and farming machinery SKD and CKD; 

— specialist technical documentation; 

— spare parts for tractors and farming machinery; 

— competent service, training of the operating personnel. 

Full information of the whole range of products and services offered 

can be obtained by applying to the foreign trade company 


Branch Office 
BUCHAREST — ROMANIA 
19, i Street 
Telephone: 90/138713 
Telex: 61335; 61336 i Telex: unitra 11189 





HILTON INTERNATIONAL 


Quiet elegance. You'll find it here. From a room full of comforts to an 
attractive variety of places in which to dine and entertain. For twenty years 
in Asia/Pacific, we ve brought our guests a sense of timeless serenity. Share 
it when you stay with us in: 








BANGKOK KUALA LUMPUR SINGAPORE 
HONG KONG MANILA TAIPEI 
JAKARTA SEOUL TOKYO 


Call your travel agent, any Hilton International hotel, or Hilton Reservation Service: 
In Bangkok, call 250-0999: Guam, 646-7912; Hong Kong, 5-233111; Jakarta, 583051-65; 
Kuala Lumpur, 422122; Manila, 597415; Okinawa, (09893) 5-3311; Osaka, (06) 341-6801; 
Seoul, 778-1351; Singapore, 7371900; Taipei, 331-5324; Tokyo, (03) 213-4053. 
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The People’s Republic of China 





S: E: Banken are very pleased to As Sweden's - indeed Scandinavia's Swedish exports concluded between the 
announce that from 9th November1983 w« - largest bank, with assets of almost USS two countries in 1979. Since then, as the 
are spreading our horizons still further by 20 billion; we concentrate our resources majority of international Swedish firms are 
opening a representative office in Beijing where we have unique qualifications to amongst our customers, we have been 

This further entrenches our position excel. This is naturally with Swedish-related involved in many successful enterprises 
as the Swedish bank with a worldwide business wherever it takes us. Indeed These include a large transformer project 
capability S-E: Banken alone handles well over 50% of with ASEA, food projects with Alfa-Laval and 

Our new office in Beijing extends allSweden's foreign payments and ranks trading payments with Elof Hansson 
our existing significant presence around the 15th in the world in foreign exchange If you believe Sweden's largest 
world. We now have subsidiaries in New dealing fastest moving bank can help you, contact 
York, London, Singapore, Luxembourg and As aresult of ourlong established Nils Ekblad, Room 101, Jianquo Hotel 
Frankfurt and a network of representative links with The People's Republic of China Jianquo Men Wai Da Jie, Beijing 
offices and correspondent banks in the key S-E-Banken was quick to take advantage People's Republic of China 
financial centres of the first credit line agreement covering Telephone: 59 52 61. Telex: 22439 jghbj cn 
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Tokyo: 818 New Yurakucho Building 12 Head Office: Kungstradgardsgatan 8 Hong Kong: 2006 Hutch 
Yurakucho 1-chome, Chivodaku CPO Box 1633 S-106 40 Stockholm, Sweden Harcourt Re › 
Tokyo 100-91 Telephone cand hx 


168 763 5000. Telex: 11000 essebt Tele phone 266306 
entral Offices: Stockholm Gétebore Malmö Telefax 123422 
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When going public means just that 


e НОМСКОМС`$ big clean-up is be- 
ginning and if those who want to polish 
the territory’s image (tarnished by a 
series of corporate scandals) follow 
through with the same zeal as they have 
begun, the place will be virtually unre- 
cognisable. The policymaking Executive 
Council (Exco) is in fighting mood, it 
seems, in the wake,of the Carrian deba- 
cle, to get through new companies legis- 
lation which would end the secrecy 
which has shielded so much corporate 
abuse in Hongkong. Full disclosure is 
the aim — in time. 

How much this laudable, if belated, 
zeal for reform is watered down as Car- 
rian, Eda Investments and others fade 
from the limelight — though there are no 
doubt fresh revelations to come from 
those quarters yet — depends on the re- 
solution of full-time officials. But at least 
Commissioner for Securities Robert Fell 
is pursuing a fairly hard line, and appa- 
rently getting the backing he needs from 
Financial Secretary Sir John Bremridge. 

The Securities Commission has op- 
posed the immediate introduction of 
tough and comprehensive new com- 
panies legislation, Shroff understands. 
The reason for this is that the mechanism 
of the new, unified stock exchange is not 
yet in place, nor is it likely to be until the 
end of 1985. And the commission be- 
lieves that the bulk of corporate regula- 
tion has to be done through the stock ex- 
change. But Fell has decided on an “im- 
mediate approach to the problem of in- 
adequate [corpori] disclosure." 

Recent events involving "certain 
listed companies," have, as the Sec- 
urities Commission put it in asstatement 
on November 5, "demonstrated the 
need for some form of requirement for 
the disclosure of shareholdings and deal- 
ings." No names were named but, apart 
from Carrian and the related Eda Invest- 
ments, others such as the collapsed fi- 
nance company Dollar Credit and its as- 
sociates spring to mind. There also are 
various companies which have used a 
Hongkong listing as little more than а 
convenience and which have felt con- 
strained to reveal an absolute minimum 
about their ownership and activities. 

Monitoring and enforcement of listing 
rules by the various Hongkong stock ex- 
changes has, in short, been lax to the 
point of being non-existent in some 
cases. So now the Securities Commission 
plans to put itself in the driving seat. It 
intends to draw up and enforce listing 
rules itself under Section 14 of the Sec- 
urities Ordinance. Powers to make such 
regulations have existed for a long time, 
but have never been invoked. These 
rules will require a “greater degree of 
disclosure of shareholdings and timely 
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disclosure of commercial information 
and a more disciplined monitoring of 
these requirements by the commission, 
through the various stock exchanges." 

If a public company makes a major ac- 
quisition or disposal of assets it is largely 
left to the discretion of the board how 
much, if anything, they tell shareholders 
about it at present. Yet such information 
is clearly price-sensitive. The Securities 
Commission regards it as a priority to get. 
such information into shareholders 


hands faster in future, as one of the new | 


listing requirements. Likewise, the дес, 
tails of directors’ shareholdings in ап 
nual reports, details of subsidiaries and. 
the like. Many companies already proz, 


Jooks ludicrously inappropriate. 


i 


vide such. information voluntarily; à.j, 


great many more do not. | 
Fell hopes to have these new rules 
drafted by January 1984 and to have 


them in operation by next March-April. 


Fell: the first step. 





Exco already has endorsed this ap- 
proach. That is only the first step. The 
second will be more comprehensive new 
listing rules currently being prepared for 
the unified stock exchange by its chair- 
man, Ronald Li (or more specifically his 
son Alfred), in conjunction with the Sec- 
urities Commission. This is still an inter- 
nal document (to be submitted in time to 
accounting and other interested bodies) 
and cannot be implemented until the 
new exchange is fully operative. That is 
unlikely to be before the end of 1985, 
given that the exchange’s major com- 
puter contract has only just been let. The 
exchange will be in place at its new head- 
quarters in Exchange Square, in Central 
District, well before that, however, if a 
cash-strapped Hongkong Land, the de- 
veloper of Exchange Square, has its way. 

The third phase of reform is the most 
important. An entirely new Companies 
Bill is now in prospect — it is hoped for 





Anthony KO 


enactment in 1986 — that will go for full 
disclosure, both of “ownership and deal- 
ings and relevant company information, 
particularly of acquisitions and dispos- 
als.” This means nothing less than 
British-style disclosure of interests 
above 5% of a company’s shareholdings 
— and the power to look beyond 
nominee names. This would inc be 
Hongkong with all the veils off."But 
scandal has rocked Hongkong to the 
point at which the recently submitted 
Companies (Amendment) Bill + awa- 


tered-down version of af already üntádi- ~ 


— now 


cal 1980 bill (REVIEW, Mar. 1 


; But there is many a;slip between cup 
‘and lip and it must be noted that the Sec- 
"ürities Commission statement on d 


sure of shareholdings and commercial | - 
- information is still hedged about with | - 
cavéats. It talks of the need for reformto f 


be implemented “progressively” and in a 
manner which “strengthens and does not 
undermine the management of the 


terests have plenty of time to try to tone 
down the new Companies Bill — as no 
doubt they will — at least the commis- 
sion is forcing the pace over initial re- 
form, despite the need to consult the in- 
terested parties. 

It would be a great mistake to allow 


titioners to undermine the current mood 
for reform among Exco members and 
others. There is every evidence that the 
public has been impressed by the firm of- 
ficial handling of the Carrian affair in re- 
cent weeks and by the government deci- 
sion to support Hongkong's currency. 
Ditto the government's decision to take 
over Hang Lung Bank, though it had 
precious little option. The landscape of 
non-interventionism is littered with the 


debris of property-market collapse, - 


profligate money-supply growth and 
corporate scandal. There is still time for 
the British administration to bequeath to 
Hongkong a happier legacy. 


e SHROFF understands, meanwhile, | 


that a sequence of reports on Carrian 
and Eda by inspectors appointed by the 
Securities Commission should be ready 


around the turn of the year. The Eda re- | 
port is now well advanced and both the _ 


initial and final reports on Carrian 
should appear in the first half of next 
year. There might be some problem over 
publication, should the Carrian reports 
clash with court proceedings against its 
head, George Tan, but this is thought 
unlikely. Meanwhile, Carrian’s two 
principal arms, Carrian Investments and 
Carrian Holdings, were finally wound up 
in Hongkongs High Court’ on 
November 7. 


Hongkong economy.” But if vested in- | 





company proprietors and market prac- 
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James Clad 

la Lumpur: The Malaysian Govern- 
expects severe tin export-control 
sures to remain in effect at least until 
d of 1985 to help stabilise the world 
arket. Malaysia now supplies more 
131% of total world production. The 
eased export cutback level from 36% 
).6% of production is the latest Malay- 
n.contribution to the 23-member Inter- 


; which was first implemented, in 
(982 to counter an unrelieved slump 
demand. 


ining 593 operations face critical 
-flow problems. Despite massive ITC 
upport intervention — resulting in 
levels exceeding 35,000 tonnes, ac- 
о one recent estimate — the price 
mains stubbornly within the ITC 
К manager's floor-price trading 
the start of November it stood at 
US$13).a kg. As recently as 
rice stood at M$37 a kg. 
те are few portents to brighten the 
Although the Primary Industries 
y reports that the large stocks over- 
g the world market are slowly being 
ed, analysts here see this as almost 
Чу the result of the stringency of ITC 
ort controls and not related to any- 
ore than marginal increases in con- 
tion. Both ITC and London metal 
sts have issued forecasts of a slight 
in tin consumption for the remainder 
5 year and into the next. The ITC 
| consumption could reach 168,000 
lie end of 1983 against 157,000 
s in 1982, 
lile promising some relief, these pre- 
nis still look dismal by comparison to 
al consumption rates achieved during 
9605 and 1970s, which routinely top- 
the 200,000 tonnes-a-year mark. The 
t that one metal analyst predicts is a 
o 180,000 tonnes a year by the end of 
; This is contingent upon the mainte- 
nance of tight export quotas. 
export quotas biting into the pro- 
| tion, cash flow and profitability of 
. Malaysia's numerous small tin-mining op- 
| erations, increased smuggling from this 
. country and other regional producing 
_ countries, namely Indonesia and Thai- 


- land, does not come as a surprise. In Oc- 


_ tober, a hard-hitting ITC report estimated 
_ that 16,500 tonnes of the smuggled metal 


(92x 


mal Tin Council (ITC) export-quota; 


is year, Malaysia’s tin export-volume.. 
iling has been set at just 39,000 tonnes,; 
red to 51,000 tonnes last year. Їп; 
Sources estimate that the ITC-per-.. 
mitted export production was no more: 
an 40% of the country's annual produc-.; 
acity during the 1960s and 19705, ;: 

nce controls began. 19 months ago; 
n 300 mines have closed. Most.of; 


ucers’ self-imposed limits о хр 
hit Malaysia’s ailing tin industry. 


| 








| is finding its way on to the world market, 


forcing extra spending of £140 million 


| (US$208.3 million) to support ITC price 


levels. Reacting to what the report de- 
scribed as “economic treason,” both 


Malaysia and Thailand have recently 


taken measures in an attempt to reduce 
“smuggling. 


|; While resenting an ITC imputation of 
islackness in controlling smugglers (who 
‘Operate mainly from Thailand into 
| Malaysia or across the Causeway to Singa- 
:| pore smelters), Malaysia's Primary Indus- 
‘tries Minister Datuk Paul Leong has an- 


‘nounced further measures designed to im- 
‘pede the flow of low-grade Thai ore to 
Penang’s two smelting companies. Effec- 
tive from October, all imports of ore must 
be approved directly: by ministry officials 
in Kuala Lumpur. 

Concurrently, the Thai authorities have 
reduced their. export levy on tin by 25%, a 
move that should discourage smuggling. 
Yet it is acknowledged here that some of 
the "Thai ore" in fact originates from 








which the ITC buffer-stock manager un- 
wittingly buys contraband ore to prop up 
the market, have hurt the smelting indus- 
try especially. * 

There is a limit to which Malaysia and 
Thailand can increase the complementar- 
ity of their anti-smuggling measures. Both 
countries. face local conflicts of interest. 
Malaysia's smelting companies now ope- 
rate at barely 55% of capacity and despet: 
ately want extra business, while Јоса! 
terests in-southern, Thailand also bene 
from greater vol of ore sales — as ¢ 
the state treasuri 











ensing fees. The dis- 
parity between Malaysia’s export duty on 
tin (now M$70 a picul [1 picul=60.6 kgs]) 
and Thai export. róyalties is still in the vic- 
inity of 3:1. 


Д" Leong has periodically called 
for tin and other commodity taxation in 
the region to be based on producers’ profit 
instead of an export volume, the compli- 
cations will not disappear easily. Malay- 
sia's main tin-producer associations, in- 
cluding the All-Malaya Chinese Mining 
Association and the States of Malaya 
Chamber of Mines, have come out pub- 
licly in support of anti-smuggling mea- 
sures, acknowledging that contraband 



















More money needs to be spent on research into the industrial 
says Malaysia's primary industries minister 





uses of tin, 


Kuala Lumpur: Since the inaugural meet- 
ing of the Association of Tin Producing 
Countries (ATPC) in Bangkok (REVIEW, 
Oct. 20), Malaysia's Primary Industries 
Minister Datuk Paul Leong has been pre- 
paring for the group's second gathering 
scheduled to take place in Kuala Lumpur 
from November 21-25. 

Leong said in an interview that the.tin 
industry requires "sustained collaboration 
among producing countries" to lay the 
groundwork for a strategy that will “win 


| back lost tin markets and win néwones for 


the metal" — a metal once considered be- 
cause of its scárcity to be almost a store of 
value in its own right, > 

Leong is also anxious that tin-consum- 
ing countries should not take the view that 
Producers are preparing to form a cartel, 
ог some kind of "Tinpec." He said: “We 
want the ATPC to become a market-wise 
organisation that will assist research and 
development into new uses for the metal.” 
Leong acknowledged that current de- 
pressed world demand for tin would effec- 
tively preclude any banding together by 
producers to control supply. The ATPC 
countries between them account for al- 
most 92% of total world tin production. 

The ATPC was only one arm of a multi- 











pronged approach to bolster the industry, 
Leong said. At the national level, 
Malaysia was aiming to increase still 
higher mines' productivity by reducing 
unit costs and by assisting miners to over- 
come technical problems, At the regional 
level, the minister wants to improve coor- 
dination among neighbouring countries to 
reduce tin smuggling and to coordinate fis- 
cal measures — for example to achieve 
uniform rates of export duty levied on tin. 

Another area where Leong sees pros- 
pects for greater coordination among 
Asean members of ATPC is in tin market- 
ing. He said: “We will try to encourage the 
Thais and the Indonesians to take advan- 
tage of tin-futures trading facilities that 
will become available.at the Kuala Lum- 
pur Commodity Exchange next year." Fu- 
tures trading has already been established 
at the exchange in.palm oil and rubber. 
But other regional disparities — in the 
level of government assistance or subsidy. 
to miners, in tax advantages and in the 
severity or otherwise of anti-smuggling 
measures ~~ still. exist, however. Leong 
sees the ATPC as a good forum to try to 
reduce them. 

Leong also regards the ATPC as com- 
plementary to the International Tin Coun- 
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trading threatens the survival of their in- 
dustry. 

Sources in the industry say that, while 
mindful of some members’ shortcomings, 
tin-mining groups also point to what they 
see as the often lax attitude of government 
enforcement agencies. In the first half of 
this year they seized less than 44.5 tonnes 
of contraband ore. By comparison, Thai- 
land’s Mineral Resources Department es- 
timated last month that more than 5,700 


cil (ITC) which, he said, has almost 
exhausted its financial resources to buy tin 
to defend the floor price. While he sees 
e future of the industry in the short term 
protected by ITC buffer-stock interven- 
n, in the longer term the industry “must 
d& more itself to increase demand.” The 
industry's problems were not only cyclical 
in nature as the demand for tin had been 
on a downward slide for many years. 







he reaction of the industry to the more 
severe export controls has taken a 
number of forms, the minister said. Some 
miners with land adjacent to growing resi- 
dential areas have sold out at a profit; 
others have found production quotas too 
stringent and have ceased operations. Up 
to a third of the mines in operation before 
$ controls were imposed have closed 
more than 300 units and 10,000 
mineworkers have been removed from the 
industry, according to Leong. But he 
added that the price-support programme 
was, however painful, necessary. Other- 
wise the industry would simply collapse 
with a far greater loss of jobs ensuing. 
Leong is looking for an increase in funds 
spent on research-and-development ex- 
penditure, currently in the hands of the In- 
ternational Tin Research Institute (ITRI) 
based in Britain. The ITRI receives only 
£1.2 million (US$1.8 million) a year from 
five members of the ITC — Malaysia, In- 
donesia, Thailand, Zaire and Nigeria. 
While Leong does not envisage the ATPC 
creating a new facility to replace the ITRI 
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tonnes had been smuggled out to Penang 
during the year. 

The picture then is of depressed prices 
and self-enforced production levels driv- 
ing a third of the country's tin mines to the 
wall in less than two years. This has led to 
despondency about the industry's future. 
In its revenue forecast for next year, for 
example, the Malaysian Treasury expects 
little improvement in tin revenue or over- 
all return. Tin exports are expected to fall 


Leong: looking to the future. 





(which is regarded by some quarters in the 
Malaysian Government and industry as 
being too academic and rarified), Leong 
does expect it will be integrated into the 
ATPC at the earliest opportunity. He also 
said he hopes the ATPC council will ap- 
prove suggestions that the ITRI be relo- 
cated to a site closer to major industrial 
users of tin. 

On the research side, Leong sees sev- 
eral possible breakthroughs in the in- 
creased use of tin. "One strong possibility 








by 13.2% in 1984 owing to export controls 
and a fall in imports of tin concentrates, 
according to the treasury’s annual 
economic report released on October 21. 
The price of tin is expected to remain at 
around M$30.5 a kg. next year. 

However, there are those in the indus- 
try who profess to see opportunities in the 
present slump. “The industry will have to 
be patient, to obtain such relief as it can by 
making its operations more cost effec- 
tive," said Datuk Mokty Mahmood, min- 
ing-operations director for the Malaysian 
Mining Corp. (MMC). During the indus- 
try's difficult period — which he expects to 
last until mid-1985 at least — MMC will 
try to achieve greater efficiencies by cut- 
ting power costs (the largest single cost 
component), while dealing with a fall in 
group production to less than half its nor- 
thal annual output of 20,000 tonnes, he 
said. 

ММС, the largest tin-mining company 
in the world, is finding some costs — such 
as'Security to prevent losses of the easily 
pilfered high-value commodity — less 
easy to cut. Another problem of both a 
logistic and price-depressing nature is the 
large overhang MMC and most other 
mines must contend with in their growing 
tin stockpiles. Under present controls, 
mines may hold up to 25% of their indi- 
vidual production quotas, a limit that the 
government now wants reduced to pre- 
vent further smuggling. 

Considerable government attention has 


is greater use of organo-tin compounds in 
insecticides and wood preservatives," he 
said. Last year, more than 33,000 tonnes 
of organo-tin compounds were used in 
various industries which found the tin sub- 
stitutes preferable to compounds which 
have possible environmental hazards. 

Leong added that improved tin-plating 
techniques should save the metal's posi- 
tion in the food- and beverage-container 
industry, while new techniques for mixing 
the anti-corrosive properties of tin into the 
steel-making process promise a greater 
use of tin in automotive and associated in- 
dustries. 

The minister noted that a dramatic in- 
crease in spending from the ATCP coun- 
tries was needed to bring the percentage 
of the product price devoted to research 
expenditure more into line with other 
commodities. In Malaysia, a sum ОЁ 
M$52.4 million was raised in 1982 for rub- 
ber research by levying 3.85 M cents per 
kg. on export rubber. Leong said: “This is 
just for Malaysian research. Contrast this 
with the tiny amount available for tin re- 
search from five of the world's foremost 
producers." 

Out of total ATPC tin production, fully 
73% comes from Asean producers, Leong 
said — 18.6% from Indonesia, 19.396 
from Thailand and 35.15% from 
Malaysia. Leong hopes these three coun- 
tries will not only take a lead in promoting 
tin research but will also agree to finance 
major tin-use promotion campaigns in the 
US and Western Europe. —JAMES CLAD 





prospect 


Among other things, Leong reminded the 
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industry that the government remains 
committed to introducing a futures con- 
tract for tin at the Kuala Lumpur Com- 
modity Exchange by next March — even 
though the present market torpor suggests 
trading will begin slowly within-an ex- 
tremely narrow speculative range. 

But if institutional devices are to pay 
off, Malaysia will need to find solutions to 
some of its production problems. These 
include ore quality below the average of 
other producing countries and a need to 
discover more proven reserves — Malay- 
sia’s reserves are only the world’s fifth 
largest. Marketing effort and product re- 
search will not do much'to stem the tide if 
the United States' General Service Ad- 
ministration (GSA) does not continue to 
exercise restraint in its sales of some of its 
estimated 160,000-tonne stockpile. 


Ithough, at the political level, Malay- 

sia apparently has achieved ап 
agreement with the US that will restrict 
GSA sales to 3,000 tonnes a year until the 
end of 1984, high-level sources here re- 
gard this as little better than a managed or 
"orderly dumping in an already depressed 
market." Malaysia and other Asean pro- 
ducers were hoping to use the now-can- 
celled visit of US President Ronald Reagan 
in November to discuss GSA marketing 
policies, and in particular to seek highest- 
level assurances that sales by the GSA of 
11,000 tonnes of tin during the past three 
(acutely depressed) years are not repeated 
during the current slump. 

Beyond price- and product-quality 
questions lies the broader problem of how 
to arrest the decline in the industrial use of 
tin. Last year less tin was used in tin-plate 
— the main industrial process for the 
metal — than in any year since 1953. The 
International Tin Research [Institute 
(ITRI), working on a small budget, has 
devised some new products based on im- 
proved metallurgical techniques, such as 
vapour-phase soldering, as well as invent- 
ing organo-tin compounds with a variety 
of preservative or herbicidal uses. It has 
also found new uses for tin's anti-corrosive 
properties. The question is whether this 
research directs itself to improving man- 
ufacturers' knowledge of tin, and whether 
the ITRI’s findings are being promoted ef- 
fectively enough. 

Meanwhile, the centre of the world tin 
industry continues to change. Last year, 
West European smelters processed only 
14,000 tonnes of tin, much of this at Bri- 
tain's last remaining sizable tin smelter. 
Europe's share of world tin-processing has 
now fallen to only 7% of world produc- 
tion. By contrast, and despite the slump, 
new tin processing facilities have opened 
in Southeast Asia during the past three 
years. In Singapore, two smelters are 
operating and a new 1,000 tonnes-a-year 
tin-plate plant has opened in Burma. The 
Indonesians also plan a giant 130,000 ton- 
nes-a-year tin-plate factory in Cilegon, 
West Java. 
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Flushed with his Americas Cup victory, the flamboyant 


By Brian Robins 
Sydney: Fresh from his victory in the 
Americas Cup yachting classic, Alan 
Bond has launched a new foray into the 
energy sector with the decision to acquire 
49% of the large Canadian oil and gas 
group, Sulpetro, a move which will cost 
C$150 million (US$121.9 million). The 
big new plunge comes only a matter of 
weeks after Bond Corp. Holdings, Bond's 
flagship group, offloaded its 5% interest 
in the Argyle diamond project to Western 
Australia's state government for A$42 
million (US$38.7 million). It also follows 
disclosure by the Bond Corp. companies 
of a combined loss of more than A$50 mil- 
lion in the 1982-83 financial year. 

The financing of the Sulpetro acquisi- 


э 


па: gambling on recovery. 





tion has yet to be detailed, though a Bond 
Corp. subsidiary, the Swan Brewery Co., 
is moving to raise US$125 million through 
à United States bond issue, the prospectus 
for which already has been lodged with the 
US Securities and Exchange Commission 
(SEC). 

In August 1978, Bond made the biggest 
move of his business career when a con- 
sortium headed by him acquired Burmah 
Oils extensive exploration acreage in 
Australia for A$35 million. That move 
gave Bond Corp. extensive exploration in- 
terests throughout the Cooper Basin in 
central Australia, mainly held through a 
number of public companies — the princi- 
pal of which was Santos, the key partner in 
a A$1.2 billion hydrocarbon liquids pro- 
ject now being brought on stream. 

With the purchase of the Burmah Oil in- 





entrepreneur expands yet again — this time into Canada 


terests, Bond ended up with a 37% stake 
in Santos. The following year, the South 
Australia government brought in legisla- 
tion to the effect that no one party could 
hold more than 15% of Santos' capital. 
The ensuing forced divestiture of the 
Bond Corp. stake in Santos (the group 
now holds a negligible interest) grossed it 
an amount commonly speculated to be up- 
wards of A$200 million, though no accu- 
rate figure has ever been disclosed. 

It would appear Bond is attempting to 
pull off a similar financial coup with his 
foray into Sulpetro. But the Canadian 
company is labouring under a heavy debt 
burden, stemming from its merger with 
CanDel Oil Ltd (formerly majority owned 
by St Joe Mineral Corp.) in 
1981. Sulpetro has long-term 
borrowings of C$840 million 
and accumulated losses of 
C$125 million. Gross revenues 
are currently running at 
around C$160 million. In the 
nine months ended July 31, 
Sulpetro posted a net loss of 
C$30.9 million. 


B: moving into Sulpetro 
at this time, it appears 
Bond Corp. is gambling on 
widespread recovery in 
energy sector over the “Ж 
years, as the oil glut іѕ аЬ" 
sorbed and energy demand 
firms. The Canadian Govern- 


lier in the decade, when it 
adopted a far tougher stance 
towards foreign investment in 
the energy sector. This led 
to a number of foreign-based 
groups selling out, though the 
authorities currently аге 
adopting a more relaxed at- 
titude. 


tends laying out C$150 million to buy 
substantial stake in Sulpetro, it appears 
that at least C$50 million of that amount 
will be used by the oil and gas concern to 
retire debt. According to the scant details 
about the transaction disclosed to date, 
Bond Corp. intends acquiring 10 million 
shares at C$7.50 each, as well as investing 
a further C$75 million by taking up a con- 
vertible debenture stock, carrying a 10% 
coupon. So, for the short term at least, the 
only return Bond Corp. will obtain on its 
plunge into Sulpetro is from the C$75 mil- 
lion invested in the convertible debenture 
stock. 

Sulpetro has the only contract for the 
sale of gas to the US, officials have said. 
But while this may have been a unique 
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ment was much criticised 3 


While Bond Corp. has disclosed it Ф 
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Old Court International Reserves Limited 


Eighteen thousand investors from seventy countries Report and Application Form. 
have invested over US$1 billion in Old Court 
International Reserves Limited. 
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s sales into the US not being Ip. 
Tow long it will take for this position to 
1 е is heavily contingent on the con- 
tinuing recovery of the US economy. 
_ The purchase also gives Bond Corp. а 
direct equity stake in a company with 
widespread exploration acreage in 
da, as well as offshore British in- 
erests, some production interests in the 
US and a 21% stake in the Swiss-based In- 
ternational Energy Development Corp., a 
concern with extensive exploration 
acreage throughout the world, including 
Australia. The question mark remains 
whether the outlook for energy prices will 
be as optimistic as Bond considers. 


۴ the year ended June 30, Bond Corp. | 


Holdings posted a net profit (largely 
due to changes in accounting methods), 
A$6.8 million on revenues of A$308.6 
lion. There were, however, extraordi 
losses of A$12.2 million, resulting ind 
final loss of A$5.4 million for the year. 
Bond Corp. does not equity account its 
holdings in associated companies. А 

If it did so, the financial position of the’ 
group would not look so sound. In total, 
associates of the group — Austmark Inter- 
national, Waltons Bond and Endeavour 
Resources — lost more than A$50 million 
in the latest full year, with little indication 
of a substantial turnaround in their pros- 
pects. Retailer Waltons Bond lost A$19.3 
million in the year ended July 31 owing to 
problems associated with its property divi- 
sion and difficult retailing operations. 
Austmark International, a property con- 
cern, lost an additional A$9 million and 
Endeavour Resources another A$20.8 
million. In both instances, heavy borrow- 
ing costs marred the group’s performance. 

nd’s major profit centre continues to 
be Swan Brewery, which earned A$13.4 
million in the year ended June 30, accord- 
ing to the prospectus it lodged with the 
SEC for its proposed bond issue. But 
while Bond Corp. continues to attract 
criticism, Bond himself remains sanguine 
about the group’s future, pointing to the 
Americas Cup victory, which was 
achieved against the odds, to silence his 
critics. 
Bond also will be able to use the future 


- Americas Cup challenge, to be held in 


Western Australia in 1987, to his advan- 
tage as Austmark owns a large piece of un- 
developed property at Scarborough, near 
Perth, which is where it is proposed that 


_ thenextrace be held. By that time, the site 


is expected to be developed. 

“Ocean City,” said Bond in the group’s 
latest annual report, “approximately 3.5 
ha. of prime land on the beachfront at 
Scarborough . . . has received preliminary 


- approval for a multi-use development 


consisting of a water park, a commercial 
and retail complex, family-style resort 
hotel, indoor leisure centre and quality 
condominiums with public beachfront 
facilities. This is also a possible location 
for a casino, subject to state government 


decisions.” 
< 


ea. И J^ 
ТЕ е f 
By 
Т» 
р 

















ач "E 





COMPERTUM FA 
ھ2‎ EFO el 4 + 
0 Y Fe 
MI а gS: | il 


: ي‎ Ez ew 





A planned tie-up between a British stockbroker and an American 
banking group has its rationale in US investment in Asia 


By Christopher Wood and Daniel Nelson 


Hongkong: In a move that again heralds 
the growing interdependence of the finan- 
cial-services industry, control of the inter- 
national business of London-based 
stockbroker, Vickers da Costa, will be ac- 
quired by Citicorp of the United States. 
Vickers is known for its expertise in Asian 
markets, where it generates some 70% of 
its main subsidiary, Citibank; the idea is 
апа Japan. 

The announcement, made in London 
bn November 7, states that broad agree- 
ment has been reached whereby Citicorp's 
Capital Markets Group, its investment- 
gbanking arm, will take a 29.9% interest in 
Vickers’ London Stock Exchange busi- 
ness plus 80% control of all its other inter- 
national activities for a price of approxi- 
.mately £20 million (US$29.76 million). 

The deal is being done through Citicorp's 


Berrill: a vehicle on the move. 


investment-banking arm to try and sepa- 
rate it from the purely banking activities of 
its main subsidiary, Citibank; the idea is 
that this will help meet various regulatory 
criteria. The transaction is subject to the 
clearance of regulatory authorities, in- 
cluding the London Stock Exchange, the 
Bank of England, the Ministry of Finance 
in Tokyo and the Comptroller of Finance 
in New York. A formal offer to share- 
holders will be made in due course. 

If the deal goes through — so far no reg- 
ulatory authorities have been sounded 
out, though Japan is thought to present 
the major hurdle — it will represent in 
many respects the first of its kind. The 
most obvious precedent so far was when 
Security Pacific of the US in 1982 bought 
29.9% of another London brokerage 
house, Hoare Govett, for £8 million — 
29.9% is the limit currently laid down 
by the London Stock Exchange for foreign 
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ownership of а broker. However, the 
planned Vickers/Citicorp tie-up differs be- 
cause the American entity is buying con- 
trol of the international side of a broker- 
age, the dominant side of Vickers’ busi- 
ness. (The plan is for Citicorp to assume 
100% control of-both the international 
and London sides once the 29.9% rule is 
lifted. This seems only a matter of time in 
а stockmarket which faces major changes 
because of the pending abandonment of 
fixed commissions). In this respect, Vic- 
kers is a unique vehicle among London 
broking houses, most of which still con- 
centrate primarily on London. 

Certainly, the £20 million price tag is a 
generous one, reflecting these attributes. 
It values the stockbroking business at 
about 12.5 times earnings, based on pro- 
fits for the past three years averaged out. 
Based on the latest figure — Vickers' year 
end is August 31 — the multiple is more 
like nine times, as the broker has just €n- 
joyed a particularly good year. The trans- 
action will mean windfall profits for Vic- 
kers’ executive directors, who in Sep- 
tember 1981 restructured the company 
through a management buy-out. 

They took up two-thirds of the equity, 
with the rest provided by various British 
investment institutions, which also pr 
vided loans to the group to prevent a 
erosion of capital. The move obvio 
paid off, as the REVIEW learns that sha 
in Vickers are now worth around £5 ea 
compared with about 80р two years ago. 







No that Vickers has agreed to a price »* 
many similar deals are expected in the 
near future, the going rate, so to speak, 
having been established. It is understood 
that the brokerage house had been ap. 
proached by numerous parties with a view, e 
to purchase. = 

If the proposed deal shows how profita- 
ble the role of the middleman broker ca 
be, it also provides Citicorp with a ready- 
made brokerage house, with 2 network of 
international offices coverithg London, 
New York, Hongkong, Tokyo, Singa- 
pore, Manila and just recently, Taipei. 
The big earners have been Hongkong, 
where Vickers first set up in 1971, and 
Tokyo, where Vickers in 1978 became the 
first London house to set up a branch of- 
fice with full dealing rights. Previously it 
only had a representative office. 

To reflect its continuing Asian bias, 
Vickers recently has been pioneering re- 
search into the Taiwan stockmarket and is 
a shareholder in the recently established 
International Investment Trust Co. which 
has just begun managing a US$41 million 
fund — the first foreign money to be (indi- 
rectly) invested in that stockmarket. 
NOVEMBER 17, 1983 ө FAR EASTERN ECONOMIC REVIEW 


=) 


0 










EEE 


"an ES b. Е as 
THE SOVI 


AFGH 


NI 













ү: 
о DE 
= 


STi 


к 
` 


A moving account of a proud nation’s struggle 


and a penetrating study of Soviet intentions 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan's capital, Kabul. A KGB “hit 
squad" gunned down the country's communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal's regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan's bloody history spelled the 
beginning of Moscow's “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 
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Don’t miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 
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unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 
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goe ugh, it will. 

single shareholder with 11.276. - 

For Vickers, the takeover by Citi 

will offer a number of advantages, besides 
allowing senior directors to cash in on a 
significant capital gain. These include ac- 
cess to Citicorp's communications system 
and its capital base. In pure broking terms 
it also will provide entry into the US mar- 
ket — the majority of. Vickers’ institu- 
tional business currently derives from 
funds in Britain and Europe destined for 
Asia. E 


'his, however, is ho longer the growth 

area in Asia, as American pension-fund 
money is now increasingly being channel- 
led into overseas markets, on a market- 
capitalisation basis (Shroff, REVIEW, 
Aug. 18). As Japan represents more than 
40% -of non-US: world stockmarket 
capitalisation, Asia, including the other 
main stockmarkets of Hongkong, Singa- 
pore and Malaysia, is clearly a prime reci- 
pient of this flow of money, which some 
estimate could total US$25 billion by 1986 
and even US$200 billion by 1992 on the 
basis of a 5% weighting overseas of US 
pension-fund assets. Vickers is a prime 
competitor for this growing business. 

Citicorp, which has no brokerage arm, 


seems likely to retain present Vickers | 


management, opting just for boardroom 

representation. This was confirmed to the 

REVIEW in London by Vickers’ chairman, 

Sir Kenneth Berrill. The terms of the deal, 

he said, concerned not only the price but 

what they want to do with the firm. 
® «We are not being bought as an invest- 
^ gent. That would be ridiculous. We are 
: Ring bought as a vehicle,” said Berrill, a 
' former head of the British Government's 
think-tank who became chairman of the 

broking house in 1981. 

The link also will enhance Vickers’ 
chances of generating business from 
Citicorps own investment-management 

* accounts. Although the money being 
moved overseas was a small percentage by 

*British standards, sizable sums were in- 

volved, according to Berrill. "The general 

ethos is that a well-balanced portfolio 

could not be restricted only to North 

America, and the expectation is that this 
v. movement will grow.” 

In the Hongkong context, the timing of 
the announcement has its irony in that it 
came just days after the Carrian group of 
companies was formally wound up. More 
than any other major stockbroker in the 
territory, Vickers was known for its prox- 
imity to Carrian, largely because it suf- 
fered the extreme embarrassment of pub- 
lishing a bullish research document on the 
property group just before that much- 
publicised company first admitted to 
liquidity problems in October 1982. If that 
is an occupational hazard of the brokerage 
business, it nonetheless.was a much com- 
mented-upon blunder, especially as а 
number of Vickers’ private clients were 
still holding the stock. Vickers can there- 
fore congratulate itself on the fact that it 
appears to have emerged relatively un- 
scathed from the Carrian affair. 





















Buoyant Singapore Land has weathered 
the gathering gloom in the republic's 
property sector to show a 165.5% leap in 
after-tax profits to a record $$25.08 mil- 








ended Aug. 31. The group's perfor- 
mance was ascribed to receipts from its 
flagship building, the 45-storey Shell 
Tower, which is almost fully let at a time 


vacant. 

Other group properties also are re- 
ported to be drawing tenants. Singapore 
Land earned S$4 million in management 









Shareholders will be entitled to a di- 
vidend of 1096 gross, twice that of the 
previous year. — LINCOLN KAYE 
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Miners соте up smiling 
Benguet Corp. of the Philippines im- 
proved its net profit to P191.9 million 
(US$13.7 million) in January-Sep- 
tember this year from P78.7 million in 
the same 1982 period, while Atlas Con- 
solidated Mining & Development Corp. 
made a turnaround to a net profit of 
P98.3 million from a net loss of P316.1 
million over the same period. Benguet is 
the Philippines' biggest primary gold 
producer, Atlas, the No. 1 copper pro- 
ducer. The favourable results were 
achieved despite output declines and a 
softening in metals prices towards the 
end of the third quarter. 

Benguet president Jaime Ongpin said 
the peso devaluation in June had a posi- 
tive impact on earnings, but he voiced 
concern over what he called "potentially 
serious economic dislocations" which 
could arise from “unprecedented politi- 
cal and financial problems confronting 
the country." Atlas president Andres 
Soriano, on the other hand, said that the 
devaluation impact was neutral on bal- 
ance: while it increased peso proceeds 
from export earnings, it also raised costs 
of operations and of servicing foreign 
loans. — LEO GONZAGA 


Vicks well ahead 


Drugs manufacturer PT Richardson- 
Vicks Indonesia posted an impressive 
7196 increase in net earnings to Rps 1.5 
billion (US$1.5 million) for the year 
ended June 30. The boost was ac- 
complished despite a slower 26% growth 
in sales to Rps 7.1 billion for the period, 
amid an economic slowdown. Dividends 
paid out for the year amounted to Rps 
660 a share. The company is 70% owned 
by Richardson-Vicks of New York; the 
rest is held by the Indonesian public. 

— MANGGI HABIR 


Email bounces back 


Major Australian whitegoods manufac- 
turer Email lifted its net earnings 12% to 
A$3.76 million (US$3.47 million) in the 

















































Singapore Land booms | 
lion (US$11.77 million) for the year | 


when much prime office space is 


fees from several central developments. |: 















preciation. 

A$5.2 million from А$4 
_ interim dividend was hel 
A cents a share, a 










turers of polyester-filament. yarn 
staple fibre, posted a drop in net 

ings to Rps 5.6 billion (US$5.7 mi 
in the year ended June 30, reflec 

depressed state of the Indonesia 
tiles market. The company was able 
limit the earnings decline to 1.5%, : 
spite a 14.6% sales drop to Rps 59.7 
lion for the year. Despite the dro 
earnings, Tifico will pay out dividen 
similar to the previous year's Rps 1,100 
share. The company is owned 66% ty 
Teijin of Japan and 16% by Toyo Men. 
‘Kaisha, and the rest by the Indonesia 
public. — A CORRESPONDEN 


Esanda inches up 


Despite a sharp rise in its bad-debt e 
perience and doubtful debt provision 
the net earnings of major Aust 
financier Esanda rose 2.8% to A$38. 
million (US$35.9 million) in the 
ended Sept. 30. Bad and doubtful del 
provisions rose to A$21.5 million, sul 
stantially higher than A$7.3 million 
the previous year and coming to 1.03 
of average net receivables. Esanda is 
wholly owned subsidiary of the A 
Banking Group. 

Gross revenue rose 7% to A$423 mi 
lion, while operating expenses were up 
8.395 to A$351 million. Interest on b 
rowings rose 2.596 to A$262 million f 
the year, reflecting the sharp fall in i 
terest rates in the latter part of the ye: 




































































PT Supreme Cable Manufactutin 
Corp., or Sucaco, the first wholly 
donesian-owned company to go publi 
and one of the four major electrical а 
telephone-cable manufacturers in t 
country, posted a 1.6% decline in 
-earnings to Rps 2.4 billion (US$2.4 mil- 
lion) for 1982. Its earnings dropped de 
spite a 10% rise in sales to Rps 24 billion 
which apparently was not enough to 
cover cost increases. Dividends for th 
year amounted to Rps 130 a share. 
— MANGGI HAI 
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he pack as discovery 
trading tended to be dull as prices drifted, no 
tions were Hongkong, where local investor 
helped by reports that the recently establish 


urrency’ regime, prices. continued 










cover. The Hang Seng Index closed the; | 
896.53, up 31.31 points or 3.6%. Average daily turn- 
| » 4 million (US$24,9 million). With 


-metals prices. : 








„News late on Nov. 
untered off Taranaki 









i "standing ‘near the critical 
after such a strong.run, many brokers are co 
aution. Sentiment will be dominated by the out- 

of the next round. of Sino-British talks due to 
in Peking on Nov. 14. A feature of the recent 
is that it has been fuelled by local investors 





elling 


than overseas institutions. 


* In continued dull trading (ће market 
down slightly. Turnover was generally light. 
ares of vehicle and parts makers were bought. 

hine-tools issues were selectively in the spot- 
ht, too, especially Fanuc. Some precision instru- 
nts. were also popular. The second-section market 
êd speculators and was reasonably active. The 
-Dow Jones Average closed at 9,316.21, down 
0 points for the period.: 


© A slight increase in demand for 
across the board resulted in the Australian 
dinaries Index firming 5.9 points over the 
iod to close at 693.3, buoyed by a big buying order 
BHP. There has been only limited institutional 
папа for scrip, though the market has not been 
d recently by any sustained selling pressure. The 
the gold price has kept most gold issues under 
Ire and the index remains sensitive to trends in 


ZEALAND: Industrials broke strongly up- 


ds early in the period. The catalyst was a cash and 
ffer by NZ Forest Products for builders’ 
plier Odlins, which was promptly contested by 
everal buyers on the market. Interest was princi- 
ally in the leaders but there were good rises else- 


4 of hydrocarbons being 
was followed by bullish 


comment over the weekend and a dramatic surge in 
oils on Nov. 7. This spilled over into the industrial 
unters, and further good gains were, recorded 
there. The market closed with a sell-off in progress 
and many prices well-off the top. The return of oil- 
based speculative interest probably indicates another 
period of. volatile market activity lies ahead. The 
NZUC Index closed the period up 7.59%. | 


‘MANILA: The highlight of the period was arbitrage 
rading in. Philippine Long-Distance Telephone 
(PLDT). amid. speculation. that the” government, 
through its National Development:Co., had bought 
shares of the telephone monopoly here and sold them 
in New. York. in-order- to. raise urgently needed 
foreign exchange. National Development has а stake 


PLDT, which is listed on both local and American 


hanges. The Comme 


al-Industrial Index gained 


1.46 points, while mines moved irregularly lower as 






.(U8$3.9 million). 








greatest losses. The period ended with the bulls anti- 


parked speculative fever. Otherwise, 
еа by the softness of Wall Street. Excep- 
tinued to fuel the recent rally and Taipei, 
ernational investment trust had begun buy- 


Where changed, reflecting the spudding of Galoc- 
Two off northwest Palawan and the start of develop- 
ment of discovery well Galoc-One there, Turnover 
totalled. 252.9 million shares worth P54.2 million 







SINGAPORE: Selling pressure on Nov. 7 saw 


Fraser's Industrial Index close the period at 5,520.15, 
down 24.6 points. Worries were focused оп 
Malaysia, where the mildly reassuring developments 
on the constitutional front were overridden, in the 
market's view, by continuing uncertainty over the 
ramifications of the’Bumiputra Malaysia Finance af- 
fair. Daily turnover remained light, averaging just 
7.9 million shares, though it strengthened somewhat 
towards the end of the period. 


KUALA LUMPUR: The market witnessed another: | 
period of subdued trading. Total turnover was 15.2 
million shares valued at M$51 million (US$21.7 mil- 
lion), making a daily average of 3.8 million units, 
compared with 4.6 million in the previous period. 
Sentiment was still guided by the short-term outlook, 
with investors continuing to sit out local political un- 
certainties. Also causing the dull trading were easier 
conditions on Wall Street. Most counters posted 
losses, including Pegi Malaysia, which fell 4 M cents, 
and Malaysian Mining Corp., which lost 14 cents dur- 
ing the period. Selected plantation shares picked up 
slightly. 


BANGKOK: In a period of consolidation, market 
sentiment improved slightly. Some support buying 
was evident as selling pressure eased considerably. 
Turnover remained sluggish as investors adopted a 
non-committal attitude in the wake of the recent fi- 
nancial crisis (REVIEW, Nov. 3). The period saw two 
new counters make their debut — Wang Lee Bank 
and East Asiatic. Both were quietly traded. Average 
daily turnover was Baht 29.1 million (US$1.27 mil- 
lion). The Book Club Index closed at 123.63, down 
0.66 of a point. 


SEOUL: «Some profit-taking was evident as the 
composite index: closed at 121.23, down 0.9 of a 
point,.though average volume rose from 9 million to 
12 million shares a day. Late іп the period, construc- 
tion shares.were stronger on the announcement that . 
Dong Ah had concluded а US$3.3 billion contract 
with the Libyan Government. By sector, vehicle, 
petrochemicals and electronics shares suffered the 






















































































cipating price rises resulting from the pending visit of 
United States President Ronald Reagan. 









TAIPEI: A Surge of institutional buying at the end 
of the period sparked the biggest rally on the ex- 
change in several months. News that the: Interna- 
tional Investment Trust Co. — set up earlier this year 
to channel indirect foreign investment into the mar- 
ket — had started buying, helped boost investor in- 
terest. The weighted index closed the period -at 
726.57, up more than 20 points. Average daily turn- 
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Hang Seng Index 
Nov, 1 846.74 
Nov. 2 866.90 
Nov. 3 866.71 
Nov. 4 889.4; 
Nov. 7 896.5: 
Change on week +3.62%@ 
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The Gulf brings 
Kuwait and the Middle East 
to Asia-Pacific 


Exporters from Asia sold over US$53 billion in 
goods and services to the Arabian Gulf countries last 
year, with more than US$10 billion coming from the 
ASEAN nations alone. 

Asian technology and manpower, providing vital 
resources for fast-growing economies, accounted for 
more: Asian contractors participated in project 
contracts worth over US$10 billion — almost one third 
of all project contracts in the Gulf countries. 

And Gulf investors placed billions more in Asian 
economies — in industry, commerce and the financial 
sector. 

Impressive numbers, and continuing evidence of 
the startling revival of centuries-old Asian-Arab trade 
links which provide excellent business opportunities for 
you. 

As a businessman, however, you know that behind 
every successful transaction, there is a hardworking, 
professional team giving backup. Efficient and responsive 
banking support has to be a key part of the action. 

The Gulf is one of the leading banks of the Middle 


East. Homebased in Kuwait, we've been handling 
international business in the Arabian Gulf longer than 
most. 

The Gulf built its business on a commitment to 
service as a top priority. We believe that a bank with 
such a commitment has a simple edge: a better 
understanding of what the client wants and the full 
range of services required to build strong relationships. 

Add The Gulf to your team, and you'll get action, as 
well as our expert knowledge of the Gulf markets.This 
kind of expertise is a natural part of our service. 

Competitive and fast foreign exchange, 
professional project and trade finance, smooth 
syndications, flexible deposit services — you'd expect 
nothing less from a bank that operates around the 
clock, around the world. 

We'll complement your team with a professionalism 
that comes only from experienced management and 
commitment 

Talk over your plans with our team in Singapore — 
your link to worldwide markets. 


THE GULF BANK : 42 вара 


Established 1960 


We're here, to help you deliver. 


Singapore Branch: The Gulf Bank K.S.C., 21 Collyer Quay #17-01, Hongkong Bank Building, Singapore 0104. Tel: 2243722, Telex: RS 22437 GULFBK 
Head Office: The Gulf Bank K.S.C., Mubarak Al Kabir Street, P.O. Box 3200, Safat, Kuwait. Tel: 2449501 (20 lines), Cable: GULF BANK, Telex: General 22001 
GULFBK KT, 22783 GULFBK KT. Foreign Exchange Dept. 22015 GULFBANK FX KT, 22739 GULFBANK KT 

London Representative Office: The Gulf Bank K.S.C., 1 College Hill, London EC4R 2RA Tet: 01-248 2843, Telex 887688 GULFBK G 

New York Agency/IBF: The Gulf Bank KSC., 520 Madison Avenue, 10022 New York, N.Y. U.S.A. Tet 212-715-2300, Telex: ITT 425858 GULFBK МҮК 
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Within the captivating swirl To stand in the 
bby of The 


of Hong Kongs us Polo hotel 
largest shopping centre. is to place yourself 
The Marco Polo Hong Kong. Within the very 
centre of the largest 
shopping and commercial complex in Asia 
— Harbour City. 
The Marco Polo Hong Kong is 
managed by The Peninsula Group. With a 
hundred year heritage of 
dedicated service to business MAE? 
and pleasure travellers in the 
Orient, we know how to make 
your trip live up to all your 
expectations. 


Cay Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 

The Peninsula Group, Hong Kong Tel: 3-7225771 Tix: 34064 PENGP HX 

lotels managed by The Peninsula Group: In Hong Kong: The Peninsula, The Discovery Bay 
Iotel (1985) In Harbour City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince 
Hotel (early 1984) In Singapore: The Marco Polo In The Philippines: The Manila Peninsula 

n Thailand: The Bangkok Peninsula In The People's Republic of China: The Jianguo Hotel, 
Beijing 


WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing he 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these * 


and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 
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stern Economic 
Advertisement prepared as a public service by Ogik; y & Mather 





Journeys 


COGNAC 
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FINE CHAMPAGNE COGNAC, SINCE 1724. 
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The old image: soldier -heroes and smiling, Stakhanovite workers 


When art goes to work in the 
cause of communism 





By Ian Findlay 
р“ art, like all art forms іп China 
since 1949, has been subjected to pow- 
erful political restraints. But the poster 
has served its masters well in advertising 
their political and social concerns. In 
every sphere — from socialist reconstruc- 
tion in the 1950s to the struggles against 
imperialism, colonialism and feudalism; 
from encouraging communist virtues, pat- 
riotism, and the Four Modernisations to 
attacking Lin Biao, Confucius and the 
Gang of Four — the brush of the com- 
munist party has been ever present. 

But poster art is not something which 
suddenly appeared when the communist 
government installed itself in Peking in 
1949. In the 1920s, a new era of advertis- 
ing consciousness was dawning: there was 
increased commerical advertising, cinema 
advertising, and greater interest in West- 
ern woodblock prints (particularly the 
work of the German artist Kathe 
Kollwitz). Posters were becoming omni- 
present. Many of those of the 1920s and 
1930s were aimed at the illiterate masses 
of peasants and urban workers in an at- 
tempt to stir them into action against their 
poverty and social oppression. The writ- 
ten and visual messages of the day were 
simple and straightforward. 

The 1950s were marked by a withdrawal 
from strident anti-Kuomintang and anti- 
Japanese themes: the communist leader- 
ship was turning its attention to socialist 
reconstruction after years of civil war and 
deprivation. However, there were still 
some works that pointed back to the “old 
society” with its social terrors and political 
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corruption. In the 1950s the party began to 
increase pressure on the art world to fol- 
low Mao Zedong’s call that art should 
“serve the people” — а belief first put for- 
ward at the Yenan talks on art and litera- 
ture in 1942. Socialist reconstruction was a 
time of dreams for the Chinese (particu- 
larly in the first seven years after Libera- 
tion) and much poster art of that time 
Shows great concern with agricultural 
development and the creation of a strong 
industrial base. There was also a move- 
ment towards promoting the communist 
leadership — Mao in particular. Posters 
were not for entertainment and certainly 
were not a vehicle for individual artistic 
expression, and with the anti-rightist cam- 
paigns throughout China in 1956-57 poster 
art became more politically vehement and 
anti-intellectual. 

Political stridency gripped the Chinese 
throughout the 1960s and early 1970s. The 
Great Leap Forward of the early 1960s 
emerged as a period of fervent agricultural 
and industrial diligence. Backyard fur- 
naces were going full blast. Posters at the 
outset of the Cultural Revolution glorified 
Mao and his slogans, helping to turn 
Maoism into a mass-hysteria cult. He was 
depicted well-scrubbed, pink-cheeked, an 
arrogant tilt to the head. He appeared 
haloed, in many situations, in many poses. 
But nearly always, he was accompanied or 
surrounded by crowds of adulatory peas- 
ants, workers, and soldiers, almost all of 
whom brandished the chairman’s Little 
Red Book. 

But the posters of the 1960s and 1970s 








were not solely vehicles for Mao's glorifi- 
cation (and occasionally that of the late 
premier Zhou Enlai). To broaden the 
message of Mao the great teacher it was 
necessary to show that others had led 
exemplary lives and learned from Mao's 
teachings. The most prominent socialist 
hero was — and in many ways still is — a 
young army driver called Lei Feng who al- 
legedly died in the line of duty at the age of 
22 


Lei was the kind of socialist асоб. 
Samaritan that the party wished to pro- 
mote as a hero for Chinese youth, as well 
as a general example of socialist virtue. 
But, though Lei is certainly the most 
touted of young heroes in the Chinese 
communist pantheon, he was not the only 
one: Dong Congrui, another gallant sol- 
dier also gave his life in battle for the , 
safety of his comrades, and naval pilot Wu 
Yedao saved a comrade's life by pulling 
him from a live electric cable. Sacrifice in 
war, though perhaps the most dramatic 
manifestation, was only one display of 
socialist virtues. Giving one's shoes away, 
stopping to help a peasant with a heavy 
load, and assisting a comrade to darn his 
worn socks were other depictions of young 
heroism. 


hroughout the 1960s and 1970s a wide 

variety of heroes appeared besides Lei 
and Dong. There was the solitary com- 
mune secretary who worked all day and all 
night to ensure progress; the masses of 
peasants and industrial workers who 
never seemed to rest; the soldiers who 
were forever exhorted to "learn about the 
people for the people." 

Structurally, many of the posters em- 
ployed some of the effects and styles of 
traditional Chinese painting — lightly co- 
loured and well-balanced, with a good use 
of empty space, and often containing an 
explanatory poem. The posters which 
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The CN-235. 


CASA and NURTANIO 

: е present a first class aircraft, 
the product of first class planning 

The first regional transport aircraft 

specifically created to meet contemporary 
requirements. An aircraft that perfectly 
balances luxury and economic operation 
Spacious, comfortable, with more cabin- 
Capacity for more passengers. Thirty-eight or 
forty passengers with ample elbow-room. An 


aircraft with 6 ft. 3 in. of headroom down the 
aisle which your flight attendant will 
appreciate. And 8 ft. 10 in. maximum cabin 
width, to insure superior comfort. All this, plus 
technology combined with commonsense 
solutions that maximize profits 


каша Because it is only commonsense to 


power an aircraft with the compact, rugged 
General Electric CT 7-7 turboprop engines 
that have the lowest fuel consumption among 
engines of their class. As it is careful 


commonsense to achieve aerodynamic design 


that provides operating adaptability to routes 
either short or medium. And commonsense 
also to save structural weight by using com- 
posite materials, fiberglass and carbon fiber 
The CN-235 is the ideal money-making 
machine. Because it combines reasonable 
price and ease of maintenance with a large 
rear Cargo-ramp door via which configuration 
can be quickly changed from passenger to 
cargo or combi layouts. And via which quick 





loading and unloading can be effected of a 
baggage container 

An aircraft totally thought out for today 
A first class aircraft. For its design, technology, 
multi-purpose versatility, easy maintenance 
and low consumption 


Technical characteristics 
* Power plant: 2 С.Е. CT 7-7 turboprops rated 
at 1700 s.h.p 
© M.T.W.: 28,658 Ib. (13.000 kg.) 
* Cabin volume: 1528 cu. ft 
* Max. cruise speed: 245 KTAS 


One hundred and four CN-235's have 
been sold to date 


CASA-NURTANIO 


For further information, contact: Construcciones Aeronáuticas, S. A.: Rey Francisco, 4 - Madrid-8. Spain. Telephone: 247 25 00. Telex: 27418 
Or contact: PT. Nurtanio; BPP Teknologi Bid, JI.M.H. Thamrin 8, Jakarta, Indonesia. Telephone: 322 395. Telex: 44331 ATP. JKT. 














DOING BUSINESS 
IN TEXAS, 
YOU NEED A BANK 
THAT KNOWS TEXAS. 


FIRST CITY. 





From energy to shipping to real 
estate, Texas business is the business 





of First City. In fact, few banks outside 
or inside Texas know their way around 
the state like we do. And that’s why 
you should bank with us, 

With $8 billion in deposits, First 
City National Bank of Houston is the 
lead bank of First City Bancorporation 
of Texas. One of the state's major bank 
holding companies, First City Bancor- 
poration has more than $16 billion in 
assets, $15 billion in deposits, and $9 
billion in loans. 


We also have a long-term commit- 
ment to maintaining our leadership 
role here in Texas, which is something 
banks outside the state can't offer. And 
as one of the state's largest banking 
organizations, we have the resources 
to back that commitment. 

First City's growing network of 
banks also gives us an inside edge. 
With over 60 member banks state- 
wide, we have an insight into markets 


all across Texas. That includes Houston, 


the largest city in Texas, where First 
City National Bank of Houston was 


IRSTCITY 


First City National Bank of Houston 


MEMBER FDIC 





2 1983 FCBOT 


founded over 100 years ago and today 
is the city's largest financial ínstitu- 
tion, Other major markets where you'll 
find First City include Dallas/Fort Worth, 
San Antonio, Corpus Christi, Beaumont/ 
Port Arthur, Austin, and Midland. 

With the strength and statewide 
connections to back our knowledge of 
the state, we can help you participate 
in the continued growth of business 
and industry in Texas. And with offices 
in key markets around the world, First 
City can serve your banking needs on 
an international basis as well. 





HOUSTON: 1001 Fannin, Huston, Texas 77002: (713) 658-6670 
LONDON: 99 Bishopsgate, London, EC2M 3XD, England; (01) 628-2491 
SINGAPORE: 10 Collyer Quay, #25-07 Ocean Building, Singapore 0104, Singapore: (65) 222-4903 
TOKYO: New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Toyko, 100 Japan; (05) 213-1055 
BAHRAIN: Manama Center, Suite 505-Section 1, Manama, State of Bahrain; (973) 230-979 
NASSAU BRANCH, BAHAMAS: P.O. Box 2557, Houston, Texas 77252; (713) 658-6048 
First City Bancorporation also has International Departments at: 
FIRST CITY BANK OF DALLAS, (214) 655-8000, FIRST CITY NATIONAL BANK OF EL PASO, (915) 546-5700; and McALLEN STATE BANK, (512) 686-1733. 
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utilised traditional painting 
methods were more relaxed 
in line and less garish in 
colour, using reds, browns, 
blues and greens in a more 
pastoral fashion than the 
stridently socialist-realist 
work dominating poster art 
in the 1960s and early 1970s. 

Socialist-realism in poster 
art emphasises colour effects 
and clarity of line, and has an 
almost constant preoccupa- 
tion with the powerful 
Shapes, form, and line of the 
people depicted. The heroes 
are stiff, with serious faces, 
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Leaders as friends rather than demi-gods; impressionism in road safety; futurism in labour campaigns; but the red flag is still in glorious technicolour. 
= 


Poster content is chang- 
ing. The group appeal of 
| happy. smiling peasants and 
shipyard and factory workers 
have been superseded by a 
content which appeals to 
the individual mind. Zhou 
Ruizhuang's poster Love 
Work! (1983) shows a rocket 
shooting through a blue sky 
while an apeman holds up a 
primitive implement as а 
giant hand reaches towards 
the blue heavens. Zhou's 
work is an interesting at- 
tempt at futurism, with its 
eight-character phrase pro- 
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nearly always appearing in 
aggressive poses. Colouring is mostly 
bright — reds and greens predominate. 
Slogans, too, are bright red or occasion- 
ally deep black for Mao's profound 
thoughts. Industrial and agricultural ac- 
tivity is also shown іп glorious 
technicolour, heightening the themes of 
industrial effort and agricultural abun- 
dance: fish ponds always brimming with 
plump fish, the pigs alwavs fat. communes 
with an over-abundance of grain. 
Circulation levels for posters vary con- 
siderably across the country. Each city, 
county and province produces its own de- 
signs and distribution systems, though all 
are still strictly government-controlled. 
Soldiers’ groups, factories and communes 
all produce posters on a variety of sub- 
jects. The. most active, however, are 
perhaps the Shanghai People's Publishing 
House, Peking People’s Publishing 
House, and other large-city publishing 
houses. It is in the cities that the best art- 
ists are to be found. Internationally, a 
plethora of Chinese posters can be seen 
which are not on view in China: the party 
often has very different messages for 
abroad. Although many posters are 
signed, for the most part the artists are un- 
known, often having worked under the di- 
rection of a committee. Consequently, 
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their art is by committee rather than indi- | 
vidually inspired. 

The cost of posters has not changed 
much since the 1960s: prices generally | 
range from Rmb 0.10-0.40 (5-20 US 
cents), depending on size and the number 
produced. At the beginning of the 1970s 
the poster Commune Fish Pond, by Dong 
Chengyi, had a print run well in excess of 3 
million; the print run for Learn Well and 
Improve Every Day (1973). which cost 
Rmb 0.11, was almost 2 million 


I". the past nine years there has been a 
relaxation of style: colouring and line ef- 
fects have moved from strident to mellow, 
though a strong reminder of the aggres- 
siveness of the early socialist-realism still 
lingers. Poster-art styles have become 
more prolific as the partv's approach has 
become less heavy-handed 

Lei is still with the people and the 
leadership is still very much in evidence 
with particular emphasis on the unity of 
the fallen. А Wang Weicheng poster 
produced this vear shows Mao, Zhou. 
Liu Shaoqi and Zhu De — the same 
height and dressed alike — in happy com- 
munion. They appear much more relaxed 
than before, the demagogy painted 
out. | 


claiming: "Work creates 
mankind's world." 

Wang Linkun's poster Traffic Safety is 
Everyone's Responsibility (1982) high- 
lights in an effectively impressionistic way 
the horrors of a car crash. Subjects such as 
the law, education, hygiene. marriage, in- 
dustry. and agriculture are covered in a 
more realistic fashion hallmarked by less 
superhuman attributes. more touches of 
obvious political and social concern and 
without the smack of repression. Indi- 
vidual art groups and artists are beginning 
to exert their own influence on poster art. 
though art by committee is still apparent. 
Print runs for posters seem to have drop- 
ped dramatically (from millions to 50- 
200.000). though for special campaigns 
such as birth control and family planning. 
they still go through many print runs and 
into millions of copies 

To many people the standard of poster 
art in China seems lamentably poor and 
the political and social messages — tinged 
here and there with a strong romanticism 
in a country that is still socially tough — 
have little to do with reality. True, by 
Western standards there is little that could 
be called experimental, but over the past 
few years an attempt has been made to 
create a national art with a more human 
touch fj 


LETTER FROM MELBOURNE 


ustralia's future, politicians solemnly 

declare, is intimately bound to Asia. 
However, for an increasing number of 
Australian men the present is the time 
when intimate bonds are being forged, 
particularly through the burgeoning 
marriage market that links Australia and 
the Philippines. Since the mid-1970s, 
thousands of Filipinas have come here to 
marry Australian men. By 1976, there 
had been altogether only some 700 mar- 
парез between Australians and Fili- 
pinas. But between 1976 and 1981 some 
4,000 Filipinas married Australians. Ac- 
cording to the Australian Embassy in 
Manila, 1,675 Filipinas were granted 
spouse or fiancée visas in 1981 and last 
year the figure jumped to more than 
2,000. 

The Filipinas who decide to marry 
Australians and migrate come from a 
broad spectrum, according to Sr Charito 
Ungson, a Filipina nun and marriage 
counsellor, who along with the Austra- 
lian Government's Department of Im- 
migration and Ethnic Affairs conducted 
a pilot study of a random sample of 
brides. The study, covering 
brides in the Melbourne 
area, found a significant 
number came from rural 
areas in the Philippines 
and that they were mostly 
from modest economic 
circumstances. Some were 
described as “really poor.” 
All were in their late 20s or 
early 30s, all had some for- 
mal education and a “big 
proportion have reached 
tertiary studies.” 

Prior to marriage the 
Filipinas were employed 
as teachers, sales girls, in 
administrative or clerical 
occupations and a few as 
“hospitality girls." The 
study found that, apart from the need for 
love and companionship, material con- 
siderations “do seem to have a higher 
priority in a Filipina’s decision to marry 
an Australian rather than a Filipino.” 
Other reasons given included the desire 
to escape from the Philippines, the 
chance to gain economic help for the 
family at home and fear of spinsterhood. 

Considerably less is known about the 
Australian partners to these marriages. 
What Sr Charito did find in her study is 
that while a number of the Australians 
are younger middle-aged men, most are 
usually “considerably older than the 
Filipinas, often retired. Many are di- 
vorced or appear to have social or physi- 
cal disabilities.” 

Not surprisingly, such matches have 
had their troubles. The study indicates 
several problem areas that plague the 
cross-cultural relationships. While some 
marriages have worked through these 
difficulties, as many as half the Filipinas 





Sr Charito with Filipinas: a lack of understanding. 


say they are unhappy in their marriages 
and a significant number claimed their 
lives were shattered or severely limited 
by the experience. Many wives spoke of 
the ambivalence or opposition of their 
family to their marrying an Australian. 
“My mother and aunts were very op- 
posed to the marriage . . . they had fears 
of me being the second wife," said one. 
"My mother was shocked, upset and 
very angry — and I met the man only 
three weeks ago," said another. 

While a three-week courtship is not 
common, more than two-thirds of the 
couples knew each other for 12 months 
or less and more than a quarter knew 
each other for six months or less, the 
study showed. Most of the wives had lit- 
tle knowledge of Australia prior to the 
marriage. What they did know was 
gained largely from hearsay, the media 
and through letters from their prospec- 
tive husbands, the study noted. 

The study found that after marriage а 
third of the women had no social contact 
outside the home, several of them being 
discouraged by their husbands from 





clubs, videotapes and response to adver- 
tisements. "Bride tours" by Australian 
men who visit the Philippines for up to a 
fortnight to pick a wife are also popular. 

The agencies see their work as provid- 
ing a service. Melbourne-based com- 
panies like Marriage International claim 
their lengthy interviewing of prospective 
Australian men is aimed "simply to bring 
people of like interest together." Mar- 
riage International, a sister company of 
Compute-a-Marriage and Compute-a- 
Couple, is run in Melbourne by Doug To- 
rode. A former estate agent who bought 
into the marriage business two years 
ago, Torode believes the federal govern- 
ment’s report on Filipina-Australian 
marriages misunderstood the role of in- 
troduction agencies. 

He is “horrified” that he was not con- 
sulted in the course of the study and de- 
clares his only interest to be in introduc- 
ing compatible couples. 
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socialising with friends or relatives from 
the Philippines either because the hus- 
band was anti-social or because he 
feared the influence of other Filipinas on 
his wife. “I am left alone the whole day 
and I feel very isolated,” said one wife. 
Another said: “I have great fears of get- 
ting old in Australia. I cannot bear the 
thought of being put into a home.” How- 
ever, the greatest dissatisfaction was ex- 
pressed by women who felt their hus- 
bands expected them to be “a perfect 
wife, obedient, faithful, housebound,” 
as one put it. 


ccompanying the increase in Austra- 

lian-Filipina marriages has been a 
growth in the number of agencies ar- 
ranging introduction for couples. For a 
fee ranging from A$50 (US$45.60) to as 
high as A$600 these agencies will ar- 
range meetings between prospective 
partners. The agencies provide a variety 
of means of contact that include pen-pal 
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"We're not in the business 
of quick marriages," he 
said. But whether in- 
terested in a quick turn- 
Ь over or not, the marriage 
| agencies have come in for 
considerable criticism fol- 
| lowing release of the re- 
port. It recommended that 
a consumer-rights body 
should look into the prac- 
tices of introduction agen- 
cies and pen-pal clubs with 
a view to developing a 
code of ethics for the agen- 
| cies and clubs. 
| But just as important, 
according to Sr Charito, is 
the provision of help to 
prospective brides in the Philippines and 
to wives already in Australia. She be- 
lieves that screening procedures were in- 
adequate; some men had had several 
previous marriages and a history of vio- 
lence towards their wives. Also, she 
says, much more could be done through 
information and counselling to alert all 
prospective partners to the intricacies of 
cross-cultural marriages. “The “basic 
dynamics of courtship brought through 
introduction agencies provide little time 
for the couples to get to know each other 
outside the pressure to marry,” said Sr 
Charito. “There is not enough time for 
them to discover their differences and no 
realisation of how seriously the differ- 
ences could affect their lives until they 
begin to live together. 

"In my experience, both the wives and 
their husbands appear to lack real under- 
standing of each other's values, expecta- 
tions and cultural needs." 

— MICHAEL KELLY 
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LETTERS TO THE EDITOR | TO THE EDITOR 


The powers of parliament 


Your articles [REVIEW, Oct. 20 and Oct. 
27] regarding amendments to the Malay- 
sian Constitution need some clarification. 
First, K. Das’ contention that the bill 
seeks to deprive the Yang di-Pertuan 
Agung (king) of the power to give assent 
to parliamentary legislation and seeks to 
curtail the powers of the rulers in their 
own states is contrary to the Malaysian 
Constitution. 

Malaysia is a constitutional monarchy 
and the king as a constitutional monarch is 
merely a symbol. Whatever "power" that 
is deemed to be given to him is merely 
ceremonial and symbolic. On royal assent 
to a bill, Article 40 (1) of the constitution 
states: “In the exercise of his functions 
under this constitution of federal law the 
Yang di-Pertuan Agung shall act in accor- 
dance with the advice of the cabinet or of a 
minister acting under the general author- 
ity of the cabinet...” 

And Article 66 (4) states: "The Yang di- 
Pertuan Agung shall signify his assent to а 
bill by causing the public seal to be affixed 
thereto, and after assenting to a bill shall 
cause it to be published as a laws” The as- 
sent is therefore only mere formality as 
the word "shall." by legal definition, can- 
not be interpreted as a discretion. 

But what is problematic in that constitu- 


tional article as it stands today is the fact 
that it does not specify the time limit for 
such assent to be formalised. There have 
been instances in the past in which certain 
rulers have taken it upon themselves to 
delay such assent, thus impeding the pro- 
cess of turning a bill into law. The present 
amendment, which has been passed by 
both houses of parliament, seeks to clarify 
this ambiguity. It reads: “А bill shall be- 
come law on being assented to by the 
ruler. If for any reason whatsoever the bill 
is not assented to within 15 days of the 
bill being presented to the ruler, he 
shall be deemed to have assented to the 
bill and the bill shall accordingly become 
law." 

This amendment is strictly in accord- 
ance with the principle and spirit of the 
constitution, that parliament is supreme; 
aptly expressed by our first prime minis- 
ter, Tunku Abdul Rahman, when moving 
the second reading of the Federal Con- 
stitution Bill, on August 15, 1957: *It must 
be remembered that the freedom to which 
we aspire is the freedom to govern our- 
selves under a system in which parliamen- 
tary institutions shall be exclusively repre- 
sentative of the people's will." 

In accordance with the fact that the 
ruler is a constitutional monarch, Article 
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Parliament House: reigning supreme. 


40 (2) of the constitution provides the 
ruler with three privileges: 

» Appointment of a prime minister. 

» Withholding of a request for the dissol- 
ution of parliament. 

» Requisition of a meeting of the Confer- 
ence of Rulers concerned solely with the 
privileges, position, honours and dignities 
of their highnesses, and any action at such 
a meeting. 

But even in the appointment of a prime 
minister, the discretionary function must 
be read together with Clause 1 of the arti- 
cle, that “the Yang di-Pertuan Agung 
shall act in accordance with the advice of 
the cabinet . . .” In the case of the privilege 
of withholding consent for a request to dis- 
solve parliament, this is merely a safety 
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clause in the event of a prime minister who 
no longer enjoys the confidence of mem- 
bers of the Dewan Rakyat (lower house) 
wanting to dissolve parliament to solve 
problems in the house. 

The present amendment does not in any 
way affect Article 40 (1) and (2) of the 
constitution. Therefore, it is ridiculous for 
anyone to infer that the amendment re- 
garding the ruler's assent could “erode the 
power of the ruler.” 

Another amendment sought and passed 
by parliament was over Article 150 of the 
constitution, which provides the agung 
with the privilege to declare a state of 
emergency, and his decision “shall be final 
and conclusive.” This particular article 
came into being presumably because at 
the time of independence the country was 
threatened by communist insurgents. 
Thus, political stability and parliamentary 
democracy were not secure. 

Now the situation has changed tre- 
mendously. It is deemed appropriate at 
this juncture to return the right to declare 
a state of emergency to the people’s 
elected representative via parliament and 
the prime minister. Again, this is in the 
true spirit and letter of the constitution, 
that in a parliamentary democracy, parlia- 
ment is supreme. 


AHMAD MUHAMAD. TAHIR MUSA, 
Kuala Lumpur ISMAIL ALI, AZAM KAMIL 


The World Bank’s worth 


Your supplement on the World Bank 
[REviEW, Sept. 29] was most enjoyable 
reading. The International Development 
Association’s very modest Credit No. 827 
(US$30 million) has directly benefited 
about 200,000 people in Indonesia (more 
than 40,000 families) and many more 
through the multiplier. A farmer who now 
has two draught cattle has lessened his 
physical workload, improved his land 
usage, has more time for other activities, 
may have increased his farm output, and 
may have extra money available for the 
education of his children. 

In money terms he may still be poor but 
more time and education, better soil use 
and conservation and less back-breaking 
hand cultivation are also matters of value 

геп if they do not show up in the statis- 
t The ideologists, academics or politi- 
cians who criticise the World Bank, espe- 
cially those who want to reduce IDA 7, 
should look more closely at the realgesults 
of the bank's activities rather than Ж data 
they ' be able to collect in Washington. 
Surabaya : 


Quote unquote 4 

In my article [ReviEWw, Oct. 

former Japanese prime minister Kakuei 
Tanaka under the headline Bloody but 
unbowed, | quoted an anecdote about 
Tanaka from the book Police and Com- 
munity in Japan by Walter Ames. The 
original article named Ames and his book 
as the source of the anecdote. However, 
this attribution was dropped when the ar- 
ticle was processed for publication. 

Tokvo MIKE THARP 
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Ax the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
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with realism; 
refinement with 
“efficiency. 
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United States President Ronald Reagan's visit 
to Japan on November 9-12 was more than just 
an empty public-relations exercise, reports 
Tokyo bureau chief Mike Tharp. While leaving 
unresolved most major. bilateral problems, 
Reagan and Japanese Prime Minister Yasuhiro 
akasone prepared the way for a new US-Japan 
lationship focused more on mutual security 
an on problems of trade. The move suggests 
-that Reagan has come to believe that Japan, not 
China, is the key to furthering US interests in · 
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ts that Reagan’ s 48-hour visit to South Korea, including atrip to 
the demilitarised zone, served to boost morale in the country, which - 
` recently has suffered at the hands of both the Soviets and the North 
“Koreans. But Reagan also prodded President Chun Doo Hwan on the 
human-rights problem. (Pages 14-16). Cover: Vincent Wai 
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Bangladesh's military ruler. 
Lieut-Gen. H. M. Ershad, an- 
nounced on November 14 that 
presidential elections would be 
held on May 24 and that they 
would be followed by parlia- 

entary elections in Novem- 

r 1984. 

The elections, he said, are to 
be held under the appropriate 
provisions of the country's con- 
stitution, which was suspended 
following the imposition. of 
martial law in March last year. 
The constitution provides for a 
multi-party presidential sys- 
tem. Ershad also announced 
that all restrictions on political 
activity have been lifted with 
immediate effect. 
| -S. KAMALUDDIN 


A week after Philippine Presi- 
dent Ferdinand Marcos issued 
a strong warning against what 
he called economic saboteurs, 
criminal charges of smuggling 
and dollar-hoarding were filed 
n November 14 against 33 
‘ecutives and employees of 
ne textiles and garments 
ompanies. The most promi- 
= among those charged 
were Dominador Aytona, a 
former senator and finance sec- 
retary and now chairman of Al- 
lian Textile Mills, and 
Ramon Siy, chairman and pre- 
ident of textiles companies 
Unisol and Solid Mills and pre- 
sident of the Textile Mills As- 

ociation of the Philippines. 
— JOSE GALANG 


Peking media 
officials dismissed 


Two leading officials of the 
Chinese Communist Party 
newspaper People’s Daily have 
been dismissed in an intensifi- 
cation of the current campaign 
against “spiritual pollution.” 
They are Hu Jiwei, director of 
the publication since May 
1982, and Wang Ruoshui, a de- 
puty editor widely regarded as 
the newspaper's chief theoreti- 
cian. 

Hu has pushed for higher 
standards of professionalism in 
Chinese journalism, and a rela- 
tively independent role for the 
press. Under Hu's tenure, the 
newspaper has carried more 
news items, expanded its inter- 






tentative forays into investiga- 
tive journalism. 

Wang is an exponent of the 
theory of "socialist alienation" 
— that man can be estranged 
from his labour and society 
under socialism. as well as 
under capitalism. This theory, 
which has been used to 
legitimise internal criticism of 
socialism in Eastern Europe 
and in China, has come under 
attack in recent weeks. 

— ROBERT DELFS 


Chinese pilot defects 
to Taiwan 


Е 3. 
Wang: unexpected reward. 





A Chinese air force pilot, 
Wang Hsueh-cheng, received a 
hero’s welcome and a bounty 
of about US$1.3 million in gold 
after flying his MiG17 to 
Taiwan on November 14. The 
28-year-old pilot, who took off 
from Daishan air base in the 
coastal province of Zhejiang, 
was escorted to Taipei's 
Chiang Kai-shek International 
Airport by three Taiwan Air 
Force FSE fighters. 

Wang. who maintained that 
he was unaware of the reward, 
said he. defected because he 
was disillusioned with China's 
communist system. He is the 
third Chinese pilot to defect to 
Taiwan in just over a year, the 
first two having defected via 
South Korea. Two Taiwan 
pilots have defected to China in 
the past two-and-a-half years. 

— ANDREW TANZER 


Ex-leader gets 

life sentence 

Former Burmese intelligence 

chief Tin Oo, one of the coun- 

try's most powerful men until 

his downfall in May, has been 

sentenced to five terms of life 

imprisonment for misuse of 

public funds and property. 
—M.C. TUN 
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Seoul kerb profiteers 
could face death 

Шера! financial dealings in 
South Korea may carry the 
death penalty in future, under 
a bill being drafted by the 
Ministry of Justice and Minis- 
try of Finance, following the 
series of kerb market-related 
scandals uncovered in the past 
few months. 

According to the new law, a 
minimum sentence of 10 years’ 
imprisonment and a maximum 
of death would be applicable to 
those convicted of gaining pro- 
fits of Won 5 billion (US$6.3 
million) or more from illegal 
loan deals, and to bank officials 
convicted of taking bribes 
totalling Won 20 million or 
more. 

Anyone convicted of seeking 
illegal interest on private loans 
could face up to five years in 
prison or fines of up to Won 50 
million under the new law, with 
progressively stiffer penalties 
depending on the amounts of 
money involved. The bill is ex- 
pected to go before the Na- 
tional Assembly later this 
month. — PAUL ENSOR 


Japan and Malaysia in 
phone-circuit project 
Marubeni Corp. and 
Sumitomo Electric Industries 
of Japan will participate in 
what they call the largest tele- 
phone-circuit project in Asia, a 
¥ 63.6 billion (US$270 million) 
venture in Malaysia. The two 
firms and a Malaysian com- 
pany, Sapura Holding, set up a 
Joint company called Uni- 
phone Ushasama to oversee 
the installation of 522,000 tele- 
phone circuits in Kuala Lum- 
pur and Sarawak by the end of 
1988. Jabatan Telecom 
Malaysia placed the order for 
the turnkey contract. 

— KAZUMI MIYAZAWA 


Malaysia to buy 
ship on barter 

Malaysia will supply a variety 
of manufactured and primary 
goods to South Korea in ex- 
change for a M$50 million 
(US$21.3 million) patrol ves- 
sel, in what is believed to be 
this country’s  largest-ever 


counter-trade agreement, De- 
puty Trade and Industry Minis- 
ter Oo Gin Sun said on 
Noyember 10 that Malaysia 
will provide refined palm oil, 
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textiles, timber, — electrical 
goods and crude oil to the value 
of one of two identical patrol 
craft (the other is being pur- 
chased on ordinary commercial 
terms). Both ships will be built 
on a joint-venture basis by 
South Korea's Shipbuilding 
and Engineering Corp. and 
Malaysian Shipyard Engineer- 
ing based in Johor and are 
scheduled for delivery in the 
first half of 1985. 

— JAMES CLAD 


Indonesia obtains 
another yen loan 

Bank Indonesia has issued a 
mandate to the Industrial Bank 
of Japan (IBJ) and Mitsubishi 
Bank to syndicate a ¥25 billion 
(US$107 million) loan. As was 
the case with the earlier #24 
billion loan syndicated by the 
IBJ and Sanwa Bank, half the 
amount will carry a fixed in- 
terest rate and the other half a 
floating rate based on the Ja- 
panese prime rate. The new 
loan will bring the total raised 
by Jakarta for 1983-84 — out- 
side aid and export credits — to 
about US$2 billion, against the 
earlier projected requirement 
of US$2.5 billion. Indonesia's 
balance of payments has ex- 
perienced a dramatic improve- 
ment, with the projection for 
the current-account deficft 
shrinking from US$6.5 billion 
to US$5.1 billion. Thus, con- 
trary to market speculation, 
Jakarta can now choose its own 
timing to raise the next major 
loan. —SUSUMU AWANOHARA 


South Korean bank 
raises US$500 million 
The Korean Development 
Bank (KDB) signed a US$500 
million loan agreement with a 
group of international banks in 
Hongkong on November 15. 
The loan is for eight years and 
is in two tranches: a Eurodollar 
facility of USS300 топ with 
interest at 0.75 of a pergentage 
point above the London inter- 
bank offered rate for the first 
six years and 0.875 oly Moire 
thereafter, and anche of 
US$200 million *ascg PN 
United States prime rat 

KDB regards the loan (sup- 
ported by 53 banks), as its most 
successful major syndication in 
the past few years and as proof 
that recent events have not 
undermined the confidence of 
the international banking com- 
munity in South Korea’s econ- 
omy. — A CORRESPONDENT 





TENSE TENTH 


Some senior officials in Jakarta have 
been worried that some sort of 
political action might occur on the 
10th anniversary of the so-called 
Malari affair of January 1974, when 
then Japanese prime minister 
Kakuei Tanaka was greeted during 
a visit to Indonesia by anti-Japanese 
and anti-government riots. This is 


why the Indonesian Supreme Court 
recently upheld, after many years 
of silence on the issue, lower-court 
decisions ordering that two alleged 
masterminds of the Malari affair, 
Hariman Siregar and Sjahrir, should 


go back to prison to serve their 
sentences. The two have appealed 
for a presidential pardon and the 
attorney-general has ordered a stay 
of the sentence pending President 
Suharto’s decision, 


NOT SO SECURE 
Security in Cambodia has 
deteriorated so seriously during this 
ear’s wet season that Kompong 
om is effectively isolated and 
recent travellers have not been 
pe ermitted to use Highway 5 between 
ompong Chhnang and the 
Northwest Province capital of 
Battambang. Sources who were 
recently in Cambodia have also 
confirmed reports that eight Soviet 
cotton advisers were killed in late 


ШИШ THE WEEK 


AFGHANISTAN 

At least 50 guerillas were killed in a 
helicopter-borne attack north of Kabul, 
Western diplomatic sources in Islamabad said 
(Nov. 15). 


BANGLADESH 

Chief martial-law administrator Lieut- 
Gen. H. M. Ershad announced that presiden- 
tial elections would be held next May and free 
political activity would be permitted im- 
mediately (Nov. 14). Britain's Queen 
Elizabeth arrived (Nov. 15). 


BURMA 


Tin Oo was sentenced to five life terms for 


пе of property and state funds (Nov. 14). 


anti-liberal campaign, it was stg (Nov. 
13). 


HONGKONG 

Sino-British talks on the territory's future 
resumed in Peking (Nov. 14). The next round 
of talks will be held on December 7-8, it was 
announced. China's top official on Hongkong 
and Macau affairs, Ji Pengfei, pledged the ter- 





TEM 


September in ier ambush 
x. Khmer Rouge guerillas in 
ompong Cham, 50 miles northeast 
of Phnom Penh, after their military 
escort fled. The Khmer Rouge only 
claimed responsibility for the 
massacre a week after it was 
reported in Bangkok newspapers, 
and diplomats are still uncertain 
whether it was the work of an 
organised resistance group or 
whether it was carried out by one of 
а number of armed anti- Vietnamese 
gangs known to be roaming the 
Cambodian countryside. 


SELECTING A SLOGAN 

2 Indian Prime 
Minister Indira 
# Gandhi has been 
- soliciting advice 
over the theme 
she will adopt 
for the snap 
elections she is 
planning for 
early next year. 
After her 
Congress рогу split in 1969, she 
won the 1971 election with the 
populist slogan: “Banish poverty.” 
In 1977, she lost when she sought 
endorsement for the 1975 
Emergency. In 1980, she came back 
with the promise: “А government 
that works.” This time her slogan 





ritory’s existing system would remain un- 
touched for 50 years after 1997 (Nov. 15). 


INDIA 

Unidentified gunmen shot dead a member 
of the ruling Congress party in Punjab state. 
One person died and three were injured when 
anti-immigrant activists set off four bombs in 
Gauhati, the capital of northeastern Assam 
state (Nov. 11). 


JAPAN 
United States President Ronald Reagan ar- 
rived on an official visit (Nov. 9). 


MALAYSIA 

The Inland Revenue Department set up а 
special unit to probe the tax returns of Bank 
Bumiputra executives in connection with con- 
sultancy fees paid by the Hongkong sub- 
sidiary Bumiputra Malaysia Finance (Nov. 


NEW ZEALAND 
French Foreign Minister Claude Cheysson 
arrived on an official visit (Nov. 14). 


PAKISTAN 
The opposition Pakistan People's Party 
started to expel prominent members who re- 


may be: "Integrity, stabilit and 
rowth." Her son нҮн who is | { 
eing groomed to succeed her, has 

just coined that phrase. 7 


BUSY SIGNAL 

United States President Ronald 
Reagan's special envoy, Gen. 

Vernon Walters, during a visit (0. 3 
Jakarta once again expressed regre 
that Reagan could not visit Asean ^ ^ 
countries this month as part of his ~ 
East Asia tour. As the Indonesians E 
saw it, Walters was interested in 
finding out whether President 
Suharto would be prepared to 

receive Reagan in April, when th 

US leader goes to China. But the | 
Indonesians said Suharto had a bi 
schedule in April. 


CHOP AT THE TOP 


A purge is under way at the 
Hongkong-based conglomerate - 
Jardine Matheson, where some 30 
executives have been given notices — 
of dismissal. The shakeout, directed. 
by recently appointed director of the | 
Hongkong and China region, Martin | 
Barrow, is designed to prune the — 
company’s top-heavy management · 
and extends up to boardroom leve 
More sackings may take place. 
Commented one source: “Quite 
frankly, every day one learns ої 
another person [leaving]. 


fused to court arrest in anti-government pro) 
tests, political sources said (Nov. 11). Poli 
arrested several opposition politicians a 
lawyers during anti-government demonstra- 
tions, opposition sources said (Nov. 12). 


SINGAPORE 
Korean cargo ship (Nov. 10). 


SOUTH KOREA 1 

About 700 students held a demonstration” ty: 
on a Seoul campus against United States Pres | 
sident Ronald Reagan’s visit (Nov. 9). 
Reagan arrived on an official visit (Nov, 12 
Fifteen public servants were dismissed in CO 
nection with a business scandal involving the | 
Myongsong group, the Interior dec 
(Nov. 15); 


SOUTH PACIFIC : 
Vanuatu Prime Minister Walter Lini was. 
returned to power in elections but with a re- , 

duced majority, it was reported (Nov. 11). 


THAILAND 

About 1.200 communist insurgents and - 
their sympathisers surrendered to authorities | - 
in northern Thailand, an army field officer | 2 
said (Nov. 14). T 








India has the resources to 


carve the finest wood work. 


Capexil is the one source for the finest 
wood products from India. 


Our inspired and skilled crafts people 
can turn a tree into a masterpiece. For your 
house. For your hotel. Or for your office. Al 
carved and polished perfectly. With 
yesterday's patience and today's 
technology? 


And who can bring it all to you? 
Capexil. We locate reliable suppliers. 
Organise buyer-seller meetings. Provide 
up-to-date information. And much, much 
more. To get the finest wood products from 
India call Capexil. 
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Manufacturers and Exporters. 


Arya Bhangy 

Post Box No.7, Gandhi Nagar, 
Eranakulam, Cochin 682 020. 
Phone: 35019 Telex: 883 632 AMIN 
Carved Wooden Decorative 
Ornamental Doors, Wall and Ceiling 
Panels, Floorings,Hand Railings, 
Pelmets and other products. 


Plywood & Veneering Inds.‏ ب 
td.,‏ 

34-B Jolly Maker Chamber No.2 
3rd floor, 

225 Nariman Point, Bombay-400 021 
Telephone: 235117 and 234359 
Telex No.011-6140 OPVI IN. 
Plywood, blockboards, flushdoors 
and veneers. 

We are one of the leading plywood 
manufacturing unit in India with a 
modern factory equipped with 
imported machines and highly 
qualified technical petsonnel. 


Studio — 3 


Madhu Malti 
Navarangpura 
Ahmedabad 380 009 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 24, 1983 





Phone: 441790 & 441821 
Telex: 0121-444 SARS 


Wooden doors, teak doors, 
decorative wooden furniture, 
wooden handicraft item. 


Our MO is specifically related to 
manufacture of various wooden 

items mentioned against Query 

as well as our participation in 
overseas construction projects for 
supply & installation of wooden items 
such as flush doors, teakdoors, 
wooden frames, joinery works etc. 


Sitapur Plywood Manufacturers Ltd • 


Post Box No.6, Sitapur-261 001 U.P. 
India 


Phone: 2471 & 2472 

Gram 'WOOD' 

'Sitabord' Flushdoors, 

Sitalam : Laminate wood window 


Sitalex : Low density particle 
board from bagasse for 
thermal accoustic 
purposes. 


Sitawood : Wood particle board — 
ешге and veneered 
for several applications. 


Please send me further information on the 
books and publications that are available. 


Name 
Company's name 


Address 


Designation 








The US and Japanese leaders prepare for closer political-military ties 


The Reagasone formula 


By Mike Tharp 

Tokyo: While leaving unsolved 
most major bilateral problems, 
United States President 
Ronald Reag&n’s trip to Japan 
on November 9-12 forged a 
much stronger link between 
the two governments. The bilateral prob- 
lems have already started to resurface, 
and the Soviet Union's reaction to 
Reagan's North Asia visit may become its 





most important legacy. But Reagan and | 


Japanese Prime Minister Yasuhiro 
Nakasone laid the groundwork for closer 
cooperation on a number of issues, espe- 
cially mutual security. If each man can 
stay in office for another term, US-Japan 
relations could become substantially dif- 
ferent from earlier ties. 

Essentially, Reagan has listened to Sec- 
retary of State George Shultz, US Ambas- 
sador to Japan Mike Mansfield and others 
who take the big-picture approach to US 
foreign policy. These policy planners see 
Japan, not China, as the nation best suited 
to furthering American interests in Asia 
(Review, Nov, 10). Nakasone also is seen 
as the Asian leader most philosophically 
congenial to promoting those interests 
along with his own. Reagan's trip. 
routinely described in most press accounts 
as ceremonial — or as an empty formality 
— was ceremonial in another sense. It was 
the formal beginning of a new bond. 

If Reagan and Nakasone have their 
way, that bond will be based much more 
on political-military interests than in the 
past. The absence of strident criticism by 
the president about Japanese trading 
policies and practices reflected this em- 
phasis. Economic differences will persist 
and probably widen, but the White House 
and sections of the US State Department 
will not let trade disputes transcend the 
US-Japan security alliance. 

The other big powers quickly grasped 
the substance behind the symbolism of the 
Reagan visit. Tass, the official Soviet 
newsagency, said Reagan's tour was 
aimed mainly at creating a "Washington- 
Tokyo-Seoul axis," which in effect would 
be a military alliance directed against 
communist states. 


Radio Peking echoed that view, though | 


to a lesser degree, in a broadcast after 
Reagan left Tokyo. It referred to a belief 
among Japanese opposition political par- 
ties and the general public that Reagan's 
visit strengthened the US-Japan military 
alliance. In turn, Japan could emerge as a 
major military power operating, accord- 
ing to the opposition, within "an Asian 
security pact." 

Defence subjects were conspicuous by 
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their absence in the formal meetings be- 
tween Reagan and Nakasone, but they 
emerged in the speeches and press state- 
ments each made. On November 11, 
Reagan became the first American presi- 
dent ever to address a joint session of the 
Japanese Diet, or parliament — a session 
boycotted by Japan Communist Party 
MPs. Reiterating his theme that the West- 
ern allies, including Japan, should achieve 
peace through military strength, the presi- 
dent also said the US-Japan security treaty 
should continue to provide “the bedrock" 
of the two nations' defence relationship. 
Nakasone told Japanese and foreign 
correspondents after the two rounds of of- 


Nakasone greets Reagan: a new bond. 





erally at the first meeting," said one 
Foreign Ministry source. Reagan told 
Nakasone that he appreciated various 
measures taken by the Japanese Govern- 
ment in the defence field and he expressed 
hope that such efforts would be con- 
tinued, 

It is probably true that the two leaders 
avoided much direct discussion on what 
each government expects from the other 
on military matters. But it seems unlikely 
that there has been no meeting of the 
minds between two men, who for years 
have represented the most hawkish ele- 
ments of their respective political parties. 
By elevating their conversation to the in- 
ternational level, they hoped 
to avoid criticism from politi- 
cal opponents in both coun- 
tries about the direction of 
their defence policies. It 
would have made no sense 
for them to emerge from 
their third meeting this year 
brandishing a new military 
agreement that could be re- 
futed in future election cam- 
paigns. 

They did not need to doe 
that. When Nakasone met 
Reagan in Washington in 
January and again at Wil- 
liamsburg in May, each man 
recognised a kindred. spirit 
in the other, especially with 
regard to the countries’ na- 
tional defence roles, They 
also understood that each 





ficial talks that his government would con- 
tinue Japan’s defence build-up. That 
build-up includes defending sea lines of 
communication up to 1,000 nautical miles 
from Japan’s central islands, as well as 
modest increases in annual defence spend- 
ing. Reagan said; “The most important 
contribution Japan can make towards 
peace and security in Asia is for Japan to 
provide for its own defence and share 
more of the burden of our mutual defence 
efforts,” Apparently, these statements re- 
placed a joint communique, which was not 
issued during or after the visit. 


Н, official briefings during the 
visit gave few hints that the security 
relationship would be the most important 
beneficiary of the meeting. According to 
Japanese Foreign Ministry sources, 
Reagan and Nakasone concentrated on 
global, rather than bilateral, themes dur- 
ing their two formal hour-long sessions. 
Defence “was touched on very, very gen- 








could provide domestic po- 
litical leverage for the other. 

In theory it works like this: when Wal- 
ter Mondale, the leading contender for 
the Demoeratic Party presidential nomi- 
nation, blasts Reagan for being “soft” on 
the Japanese over trade, as he has done re- 
peatedly, Reagan can point to the US sec- 
urity relationship with Japan. “Weknow 
we have trade problems with Japam,” the 
president would say, “but is it worth 
jeopardising the strategic relationghip шя 
with our most reliable Asian ally iworder 
to sell a few more oranges ang steaks ga 

Nakasone could use a similar eg. 
against his opponents inside and ouide 
his ruling Liberal Democratic | Party 
(LDP). Many Japanese politicians are 
voted into office by agricultural interests 
which oppose liberalisation of farm- 
product imports. Although some expan- 
sion of quotas will occur in negotia- 
tions next year, Nakasone can point to his 
pledges to upgrade Japan's defence capa- 
bility as the main reason the US Govern- 
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ment is not pushing Japan even harder on 
trade issues. 

Two leading LDP politicians indicated 
the direction of party thinking on the de- 
fence issue during a TV interview the day 
Reagan left. Rokusuke Tanaka, chairman 
of the party’s policy affairs research coun- 
cil, said there is no guarantee that Japan 
can keep its defence spending within 1% 
of gross national product. (It is now at 
0.98%). He also said new ideas were 
needed for defence improvements. On the 
same programme, Foreign Minister Shin- 
taro Abe said defence spending cannot be 
kept within 1% of GNP forever. Other 
politicians have aired these views before, 
but the statements by Abe and Tanaka 
give them added weight. 

The trend has not gone unnoticed in 
Moscow. Igor Latyshev, now head of the 
Japan section of the Moscow Institute of 
Oriental Studies, said in a recent speech in 
Tokyo: *I have an impression that by 
showing anti-Sovietism, those [LDP] 
leaders want to compensate the Ameri- 
cans for inconveniences in trade and 
economic fields. As soon as the US 
started to demand economic and 
trade concessions, the Japanese rul- 
ing circles became more anti- 
Soviet. They're paying in the politi- 
cal field for things economic." 

In fairness, there seems to be 
genuine affection between the two 
leaders as well as political advan- 
tage. Nakasone invited Reagan and 
his wife Nancy to his mountain re- 

«reat at Hinode, some 70 kms west 
of Tokyo, for lunch on their last full 
day in Japan. There, Ron and Yasu, 
as they call each other, spent several 
minutes in private and probably 
personal conversation. 

According to Japanese Foreign 
Ministry sources, the talks were 
*very, very friendly and cordial" at 
a “very heart-warming occasion." 
Besides exchanging small gifts and 
witnessing a tea ceremony, the two 
leaders expressed their appreciation of 
each other over the successful visit. Their 
wives reciprocated and Nakasone’s wife, 
Tsutako, told Mrs Reagan to call her 
"Ivy," the literal translation of her 
name. 

ScepRics may deride the obvious public- 
relations aspects of such a meeting and 
some would view the entire visit as mostly 
a mgdia event. But the next time Reagan 
sits in@ cabinet meeting, listening to his 
Я eree secretary or trade office repre- 

BR call for stronger action against 
an afleged Japanese violation of fair trade, 
the president's mind may wander. He may 
recall a clear autumn afternoon spent 
sitting with Nakasone on straw mats, sip- 
ping green tea in the premier's tenshin, or 
heaven's-heart, room where а samurai 
once lived and where Nakasone still medi- 
tates. Perhaps this is the real value of 
Reagan's visit for bilateral relations. As 
long as both men are around to deal with 
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each other on an increasingly personal 
basis, they will be able to provide the over- 
all framework to solve problems construc- 
tively. 


he summit had other results. Many had 

been hammered out before Reagan's 
trip through working-level negotiations, 
only awaiting the high-level seal of ap- 
proval during the visit. Nakasone and 
Reagan confirmed a statement issued ear- 
lier in November by the Japanese prime 
minister and Chancellor Helmut Kohl of 
West Germany. That statement repeated 
the gist of the Williamsburg summit inser- 
tion made by Nakasone that the security 
of Western nations be considered on a 
global basis. The Japanese Government 
has insisted that intermediate nuclear- 
force negotiations in Geneva include all 
Soviet missiles, especially the 108 or so 
based in the Soviet Far East. Shultz and 
Abe also agreed on this in their talks, 
though it will become а moot point once 
the US begins to deploy Pershing II and 


Reagan on the DMZ: need for restraint. 


more Cruise missiles in Western Europe 
later this year. Moscow has vowed to 
break off negotiations once the American 
nuclear warheads are installed. 

The two sides also agreed to coordinate 
monetary policies to strengthen the yen 
against the US dollar, and they called fora 
new round of multinational trade talks to 
ensure the vitality of the free-trade system 
(page 61). 

The US and Japanese leaders also ex- 
changed views on several Asia-related is- 
sues: 
> The Korean peninsula: Nakasone said 
the October 9 Rangoon bombing attack 
by North Korea, which killed 17 South 
Koreans including four cabinet ministers, 
was "an impermissible action." He out- 
lined his government's sanctions and 
other steps directed against North-Korea. 
Significantly, both leaders agreed on the 
need to seek South Korea's restraint in 
reacting to North Korean involvement in 
the bombing. It is believed that several 

































younger South Korean military officers: 
wanted to launch a retaliatory attack ` 
against the North after the bombing. ——— — 
» China: Nakasone told Reagan that. | 

Japan's relations with China have de- - 
veloped smoothly and that the next series — - 
of yen credits for Chinese economic deve- — 
lopment would begin soon. Chinese Com- — 
munist Party General Secretary 
Yaobang is scheduled to visit Tokyo lé 
in November. Reagan conceded the 

has some difficult problems with Peking - 
over Taiwan but said the Sino-US 
lationship was advancing. Reagan men- 
tioned his forthcoming visit to China in 
April, and Nakasone said he also intended: 
to visit China at the earliest opportunity; 
» Asean: Nakasone took some time de 
scribing to Reagan his May visit to the five _ 
Southeast Asian nations and told him. 
that, though officially non-aligned, Asean’ _ 
seems basically to welcome the US pre- 
sence in Asia. The Japanese leader alsoy 
told Reagan that he was pleased thal _ 
Reagan met Cambodian resistance leu 
ers this year and that Washington's poli 
towards Cambodia was in line with that of _ 
Tokyo and Asean, which generally sup- _ 
ports the goals of the anti-Vietnamese — 
Democratic Kampuchea coalition. 7 
> Philippines: Nakasone expressed con- _ 
cern over developments in the Philip- — 
pines, especially the country's continuing _ 
economic problems. Reagan replied that’ 
political stabilisation is very important for _ 
the Philippines and expressed the hope — 
that Manila's investigation into the Au- _ 
gust assassination of opposition leader Be- ` 
nigno Aquino would be continued. He 
also expressed hope that elections next | 
spring in the Philippines will be conducted _ 
smoothly and said that the US intends to 

cooperate as much as possible in finding a. — 
solution to Manila's economic problems. 

Many US-Japan trade issues remain un- 
resolved. Among them are agricultural 
imports, especially American shipments - 
of beef and citrus fruits. That issue will be — 
taken up yet again by negotiators, proba- — 
bly in February, but there has been little. 
progress so far this year in other meetings. — 

Procurement practices by Nippon Tele 
graph and Telephone Public Corp. (NTT) _ 
also complicate the trade relationship. US: 
trade representative officials are due to _ 
meet their Japanese counterparts before — — 
year-end to decide whether to extend a — 
current three-year procurement agree- 
ment, which expires on December 31. 
Washington is dissatisfied over the small 
amount of American equipment being _ 
purchased by the monopoly NTT, though — 
these purchases have risen substantially —— 
since 1981. 

The two sides agreed that Shultz and 
Abe would be the main officials for fol- 
low-up action on these and other pending ] 
problems. But the Tokyo stage clearly Бе = 
longed to Reagan and Nakasone, and Э 
their artful performances will continue to 
provide the cues for other players in the 
continuing bilateral drama. 


d+ 



















1 


i 








a prod on human rights 


By Shim Jae Hoon 

Seoul: Shaken by recent 
humiliations abroad and faced 
with rising tensions on the Ko- 
rean peninsula, the morale of 
the government of South Ko- 
rean President Chun Doo 
Hwan was immeasurably boosted by the 
48-hour visit here by United States Presi- 
dent Ronald Reagan on November 12-14. 
Although Reagan's visit was high on 
rhetoric and low on substance, his empha- 
tic reiteration of the strong US security 
commitment to Seoul left both the govern- 
ment and the general public here reas- 
sured. 

The main purpose of the US president’s 
trip to the demilitarised zone (DMZ), 
which separates the North from the South, 
and his two conferences with Chun was to 
demonstrate Washington's resolve to de- 
fend the South in the event of another war 
on the peninsula. On his visit to the DMZ, 
Reagan said the presence of US troops 
there was "vital protection against a sys- 
tem hostile to everything we believe in as 
Americans." 

In а 20-minute speech to the National 
Assembly, Reagan applauded the South's 
swift recovery from the debris of the Ko- 
rean War 30 years ago and pointed to 
Seoul's accomplishment as an example of 
what freedom could achieve. He told the 
assembly's 200 cheering and applauding 
legislators: “You are not alone, people of 
Korea. America is your friend and we are 
with you." 

In his speech, given in the plenary ses- 
sion hall where security was so tight the 
president could not mix freely with assem- 
bly members, Reagan denounced North 
Korea for what he called the “uncivilised 
behaviour" of murdering four cabinet 
ministers and other South Korean officials 
in the Rangoon bombing of October 9. 
"We pledge to work with your govern- 
ment and others in the international com- 
munity to censure North Korea," he 
promised. 

However, the denunciation was tem- 
pered by Washington's desire to reduce 
tension between Seoul and Pyongyang 
and to promote a dialogue between the 
two hostile capitals. Although the North 
was "primed for conflict," Reagan said, 
the US was nevertheless willing to partici- 
pate in discussions with North Korea in 
any forum in which Seoul was equally rep- 
resented. The US, he added, accepted the 
reality of two Korean states and supported 
steps leading to improved relations be- 
tween them and among their allies. 

This is thought to be the Reagan admin- 
istration's first public commitment to a po- 
licy of a cross-recognition of Seoul and 
Pyongyang by their respective big-power 
sponsors — Washington and Tokyo on the 
one hand and Moscow and Peking on the 
other. 
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Reagan and others are also known to 
have encouraged Chun to continue his ef- 
forts to improve relations with Peking, de- 
spite repeated efforts by the North to 
block progress in this area. Foreign Minis- 
ter Lee Won Kyung and other South Ko- 
reans, however, expressed concern over 
the possibility of the US turning over 
sophisticated weapons systems and mili- 
tary technology to China, fearing that 
some of this equipment could end up in 
North Korea. A senior official accom- 
panying Reagan emphasised that equip- 
ment being made available to China was 
mainly defensive in nature and that the US 
would view as а serious matter China's re- 
export of sensitive US technology to third 
countries. 

Reagan's two meetings with Chun fo- 
cused on security issues and were mainly 
concerned with South Korea's demand for 





increased military aid, including better 
terms for foreign military-sales credits. 
Shortly before Reagan's arrival, officials 
here let it be known that they would like 
the US to increase the size of American 
ground forces in South Korea by another 
division, or about 15.000 men, on top of 
some 40,000 soldiers already stationed 
here. 


joint statement issued by Chun and 

Reagan at the end of their talks noted 
that South Korea was already spending 
6% of its gross national product on de- 
fence and that the US will continue to pro- 
vide improved weapons systems and 
technology to enhance the South's armed- 
forces’ capability. Just before Reagan's 
arrival, South Korea announced that it 
planned to purchase a squadron of 38 ad- 
vanced F16 supersonic jet fighters. The 
purchase would considerably reinforce 
the South's overall air capability, which is 










The joint statement, however, included — 
no concrete agreement on what steps will 
be taken to augment the South's over- 
all defence preparedness. At background 
briefings, US officials focused on dip- 
lomatic sanctions against the North. At a 
meeting with US Secretary of State 
George Shultz, Lee stressed the need for 
South Korea to improve relations with Pe- 
king. Shultz explained that the Sino-US 
detente was necessary in helping to bring 
about a regional stabilisation in Northeast 
Asia, including Korea. 

One surprising development was 
Reagan's repeated reference to South 
Korea's human-rights issue, a domestic 
political problem which Chun clearly 
hoped would be avoided. In his National 
Assembly speech and in a banquet ad- 
dress, the US president unexpectedly 
hammered home the importance of Chun 
starting the process of political liberalisa- 
tion, After lauding Chun's liberal 
economic policies and his commitment to 
open the country to the world, Reagan 
said: “Democracy and freedom of opinion 
are virtues the Free World must cherish 








and defend. They distinguish us from 
totalitarian states.” 
Reagan’s speech to a group of about 40 


local businessmen, academics, church 
leaders, journalists and human-rights ac- 
tivists at a reception in the US Embassy 
was even blunter. “The US pays glose at- 
tention to political developments in 
Korea, particularly those affecting human 
rights," Reagan said. “We do this not be- 
cause we believe our security compite” 
gives us a right to intervene in your inter- 
nal affairs, but simply becatfSe sych es 
are at the centre of our own politicalfle 
ogy.” 

These utterances were undoubtedly in- 
spired partly by next year’s presidential 
election and were mostly for US domestic 
consumption. However the local press, 
normally held on a tight government 
leash, strayed from its usual practice and 
reported Reagan’s comments оп this 
taboo subject, albeit in a summarised 
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ч : 
Phili ippines — he showed. no indication 
that he would change his policy of quiet 
diplomacy to achieve “results: in the 
human-rights area. Reagan told the US Em- 
bassy reception: “T believedt isimportant | 
to adhere to the discipline of diplomacy 
rather than indul ging in public posturing,” 
D y. the whole issue of the demo- 
cratic process here became even. more 
controversial than usual because of the 
Chun government's inept handling of dis- 
sidents just before Reagan's arrival. The 
police had rounded up more than 100 stu- 
dents ers and other op- 
si “sweep one official de- 
ive surveillance." As a 
y one prominent human-rights 
ctivist, the Rev. Pak Hyong Kyu, was 
able to join Reagan's ra reception. 
Responding to a question by Shultz, Pak 
said he and others were fighting for demo- 
cracy here simply because it did not exist. 
Pak is a human-rights veteran who was 
sent to jail five times under the previous 
government of assassinated president 
Park Chung Hee. 
At White House news conferences and 
background briefings. Reagan had come 
under steady pressure from the press 








corps to express concern over the secret | 


atrests and detention of opposition lead- 
ers on the eve of his Seoul visit. Perhaps 
stung by adverse coverage in the US, 
American officials insisted at the last mo- 
ment that the joint statement should in- 
glude a clause mentioning the need for po- 
litical freedom in Seoul. South Korean of- 
ficials fought hard to avoid that but finally 
gave in when Reagan's negotiators stood 
: fast. Thus Article 9 of the statement said: 
"The two presidents affirmed the impor- 
tance of defending and strengthening free- 
‚ dom.and the institutions that serve free- 
^ dom: openness and political stability." 
Tt was the first time that Seoul's domes- 
tic political trouble was ever publicly 
hinted at in a diplomatic document issued 
by the two allies and some dissidents 
thought it was a major concession won 
largely by Reagan's concern over his 
image at home as a politician indifferent to 
political repression overseas. The dissi- 
dents hoped Reagan's concern might lead 
Chun te@one down his harassment of poli- 
tical opposition. 
In the end, the trip satisfied all parties. 
hugs prestige at home and abroad got a 
considemable boost, while Reagan left 
happy knewing he had made the point to 
Paton that it should desist from an 

dverRurous course. The trip provided a 
marked contrast to the 1979 visit here by 
then US president Jimmy Carter, 
whose policies of withdrawing American 
troops from. South. Korea and publicly 
speaking out on the human-rights ques- 
tion split the Seoul-Washington alliance. 
During this visit, Reagan confirmed that 
the US-South Korean friendship was con- 





By Teresa Ma 


Further. if modest, 
progress has been 
reported in the sixth 
round of Sino- 
British negotiations 
in Peking оп 
November — 14-15, 
with the talks being described in a joint 
communique as "useful and construc- 
tive." This was the same phrase used after 
the October round when the hitherto 
deadlocked negotiations took a step for- 
ward, away from an ideological stand-off 
and towards a discussion of concrete is- 








sues. 
That improvement was partly a result of 
Britain implicitly backing off from the 
sovereignty question. But London has 
also softened its initial position that if sta- 
bility and prosperity were to be main- 
tained after 1997, it would need to keep a 
formal administrative role in Hongkong, 
acting as a barrier to Peking's control over 
day-to-day affairs. Peking has insisted all 
along on sovereignty and complete ad- 
ministrative control. This change in 
British tactics comes at a time when Hong- 
kong's Executive Council unofficials, who 
had-pressed Britain hard not to make con- 


cessions, may бе reconsidering their 
approach. Ё і 
By casting aside the issue of 


sovereignty, Britain has signalled its wil- 
lingness to accept a hitherto undefined 
lesser role, while China has said that it will 


Britain and China make further progress in their talk 
on the future but there is still a long way to go 


















be possible for British. "consul 

"experts" to remain after’ 
British are still pressing hard f 
tional arrangements which will. 
Hongkong from direct. administra 
tervention by Peking and pro 
framework under which the notion 
gren zhigang (Hongkong people 
Hongkong) — at present the centre 
of Peking propaganda — is not just a 
porary figleaf. 

British negotiators are continuing 
bargain for the preservation of the pr 
socio-economic system in Hongkong, 
their tactic now is to seek instituti n: 
guarantees from Peking that f 
tributing to Hongkong's success shoul 
main intact well beyond 1997 rather. 
to argue for continued British гш 
territory. London and Peking have 
agreed to cooperate in drawing. 
schemes to stabilise Hongkong upto 
to present Hongkong as an autonomous 
economic entity in the international con 
munity and to implement the Ho 
Governments localisation роне 
breakthrough has been achieve 
more than a year of deadlock ands 
times hostile confrontation between 
don and Peking. 

An editorial in the pro-Peking 
kong daily Ta Kung Pao has reiterate 
September 1984 deadline for Pe 
unilateral declaration of its own propos. 
for solving the Hongkong problem 
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ment by that tii 
statements made by various 
cials, Peking, barring a Sino-British agree- 
ment before September next year, intends 
only to confirm the broad principle re- 
garding China's resumption of the 
sovereignty and administrative control of 
Hongkong, leaving technical details to be 
worked out by “consultations with repre- 
sentative organisations" in Hongkong. 
Leftist interests in Hongkong have said 
that a deadline is necessary because Sep- 
tember 1984 is the date when China will 
escalate its reunification efforts towards 
Taiwan. Hongkong's position will have to 
be made clear, sources maintain, before 
Peking can extend a friendly hand to the 
Kuomintang government in Taiwan. 
London has responded by saying that a 
deadline for the talks is not constructive. 
"We don't believe the imposing of artifi- 
cial deadlines actually helps the process of 
consultations," Richard Luce, minister re- 
sponsible for Hongkong at the British 


Foreign and Commonwealth Office 
(FCO), has said. 
Within the framework of gangren 


zhigang, the fundamental system of Hong- 
kong would be preserved for 50 years after 
1997, Ji Pengfei, director of the office in 
charge of Hongkong and Macau (a body 
under the State Council) told a group of 
district-board members and others from 
Hongkong's New Territories. Ji added 
that the guarantee will be written into a 
clause in the Chinese Constitution. Peking 
is working hard to convince the Hongkong 
public that gangren zhigang is a workable 
option. 


he Chinese have repeatedly said that the 

basic principle underlying Peking's re- 
covery of sovereignty and administration 
of Hongkong is self-administration by the 
Hongkong. people. Liang Weilin, chair- 
man of the Guangdong Chinese People's 
Political. Consultative Conference, said 
recently that the future head of Hong- 
kong's civil machinery will be a local 
Chinese nominated by representative or- 
ganisations and endorsed with a formal 
appointment by Peking. 

China has also said that Hongkong's so- 
cial and economic status will remain the 
same but that there will be constitutional 
revisions to purge the system of its col- 
onialist colours. However, a high level of 
scepticism exists in many quarters in 
Hongkong — an attitude which has been 
strengthened by the recent campaign in 
China against liberal and Western at- 
titudgs and ideas. 

The Sino-British talks have *embarked 
on a more detailed phase," Luce told the 
House of Commons in early November. 
The pace of the British-Chinese negotia- 
tion process has also speeded up with the 
adding of informal consultations between 
formal negotiation sessions. 

Analysts believe that the more impor- 
tant issues are being discussed in the infor- 
mal consultations between British and 
Chinese officials, the meeting between 
Chinese Foreign Minister Wu Xueqian 
and British Foreign Secretary Sir Geof- 


18 


‘being a case in рой! was at the end 








nited Nati б bl 
of 
the fifth round of talks in late October that 
Hongkong Governor Sir Edward Youde 
announced that informal consultations 
would be held between British Ambas- 
sador Sir Percy Cradock, the chief British 
negotiator, and his Chinese counterpart 
Yao Guang. The two men met for sev- 
eral consultations before the formal ses- 
sions resumed in the middle of November. 

Observers said the —Sino-British 
dialogue may soon be stepped up to the 
ministerial level where details of the new 
Hongkong will be hammered out. Lu 
Ping, a member of the Chinese negotiat- 
ing team, has recently been appointed 
general secretary at the Hongkong and 
Macau office, a move which тау indicate 
a new development in the talks. Lu was in 
Hongkong on a fact-finding mission in 
September, prior to the fourth round of 
talks. Lu's earlier promotion to the posi- 
tion of adviser at the West European Af- 
fairs Department of the Ministry of 
Foreign Affairs came in July just before 
formal negotiations were confirmed. 

Also on a fact-finding mission in Hong- 
kong was the new British ambassador to 


Evans: fact-finding. 


Peking, Richard Evans, who arrived on 
November 15 for a six-day visit. Evans will 
replace Cradock, who will become a de- 
puty under-secretary of state at the FCO 
with special responsibility for the Sino- 
British talks as well as personal adviser on 
foreign affairs to British Prime Minister 
Margaret Thatcher. 

The official announcement of Evans’ 
appointment marks the beginning not 
only of a more detailed phase in the talks, 
but also a much more difficult phase. Both 
London and Peking have warned that 
major differences still exist between the 
two sides and note that these will have to 
be overcome before an agreement can be 
reached. The two sides have embarked on 
useful talks. But Peking is constantly eye- 
ing the September 1984 hourglass. It is 
against this background that the seventh 
round of Sino-British talks has been sche- 
duled for December 7. 








The sultans 
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Mahathir could be in trouble 


if constitutional changes 
do not go through 


By K. Das 

Kuala Lumpur: The debate over the 
Malaysian constitutional crisis entered a 
new phase in the second week of 
November after it became obvious that 
the sultans who rule nine of the 13 states in 
the federation could not be pressured into 
signing away their last remaining rights in 
the nation’s legislative process. 

However, Prime Minister Datuk Seri 
Mahathir Mohamad said he was optimistic 
that an amicable solution to the deadlock 
would be reached at a November 20 meet- 
ing between the sultans and representa- 
tives of the United Malays National Or- 
ganisation (Umno), the dominant partner 
in the ruling National Front. The dispute, 
the prime minister said, was a “minor 
issue.” According to some reports, the 
government has worked out a formula 
that could break the deadlock over the 
issue. But it will be difficult for the parties 
to the dispute to come up with a solution 
satisfactory to both sides. 

The crisis began in August when the 
Yang di-Pertuan Agung (king) refused to 
give royal assent to a parliamentary bill 
which would make his assent to future bills 
unnecessary and which would make the 
nine sultans superfluous in their own 
states in making laws. The government, 
which spent almost two months trying to 
persuade the sultans to change their minds 
and which put pressure on them through 
organised public demonstrations, soon 
found itself in an impasse. As the second 
week of November began, a public-rela- 
tions exercise was launched to gather sup- 
port for the government. This took the 
form of allegedly learned articles in the 
press. 

At this point the sultans decided to go 
public. First. came the Raja of Perlis and 
the Sultan of Selangor, who declared that 
they were willing to find solutions pro- 
vided it was done in a proper *manner. 
Then came the Sultan of Perak, who ad- 
dressed 650 prominent people from his 
state atian elaborate dinner in a Kuala 
Lumpur hotel on November 14.eGuests, 


including senior politicians, civil сда 
and even Malaysia's senior jute PAL 
President Raja Tun Azlan Shah, hedrd the 
sultan say that the government had only 
told one side of the story when it explained 
the constitutional amendments. He de- 
clared that while the government claimed 
that the changes would strengthen the 
position of the sultans, “no one has told us 
how it would strengthen us.” 

This open declaration was followed by a 
message to his subjects which said that 
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warded with 
would continue to earn such rewards. The 
declaration in Kuala Lumpur, where the 
guests paid M$500 (US$213) for the sub- 
scription dinner, was a clear message that 
the sultan was hardly alone in his home 
state in resisting the proposed changes. 

While the media, which were always 
prepared to go along with the government, 
were reporting support for the govern- 
ment, it has now emerged that several 
branches of the leading government party 
had expressed support for the Sultan of 
Perak. According to one Perak 
businessman at the function, several 
branches of Umno had held meetings and 
passed resolutions supporting the sultan. 
The businessman also claimed that Umno 
branches in other states had followed suit. 
None of these events, he said, were being 
reported. 

One Umno division each in Kedah, 
Kelantan, Trengganu and Perlis and two 
in Perak are understood to have expressed 
support for their sultans. None of the divi- 
sional leaders, however, wants to be 
named or identified “just as yet." One of 
them said: “We will wait for the rulers’ 
meeting on November 20." 

Earlier, the Sultan of Selangor declared 
that he was interested in a solution. But he 
went on to warn that proper procedures 
must be followed and said that the Yang 
di-Pertuan Agung should consult his fel- 
low sultans before taking any action that 
would affect the future of all the rulers. 
This was the first public statement by a sul- 
tan indicating that the country's tradi- 
tional rulers would not tolerate the king 
giving his royal assent to the controversial 
amendments. 


T: Raja of Perlis, who had said that һе 
was prepared to meet anyone, mean- 
ing any politician, to solve the problem, 
subsequently addressed hundreds of his 
State subjects at a tea party and repeated 
his earlier statement. At about the same 
time, the king, who is still on medical 
leave, announced that he would attend the 
November 20 meeting with the other sul- 
tañs to discuss the crisis. For the time 
being, the ruler of Negri Sembilan con- 
tinues to perform the functions of the 
king. 

As the crisis has developed, the govern- 
ment has painted a picture of the sultans 
being threatened. An unnamed special 
writer in the English-language daily. the 
New Straits Times wrote: “The Malacca 
sultanate had reached the zenith of its 
glory because of the support and loyalty of 
the people. It grew weak without that sup- 
port.” The article suggested that the sul- 
tans were merely puppets. It said, among 
other things, that after the successive inva- 
sions by the Portuguese, the Dutch and 
the British, “the Malay rulers had become 
toothless after having been nudged aside 
by the colonialists . . ." 

The argument being spread was that the 
sultans had been powerless against the 
forces which came from outside and that 
the Malays as a people had saved them. 











ve always been the 
object of fierce loyalty, particularly on the 
part of the Malay aristocrats, and there 
was never any question of them being 
saved by the Malay masses. - 

One historian, whose book on Malay 
royalty has become a minor classic, wrote, 
referring to British attempts to remove the 
powers of the sultans: “Any attempt to re- 
duce the Malay sultans to nonentities was 
bound to be resisted. After all, loyalty to 
the ruler . . . was a deeply ingrained at- 
titude rooted in the very genesis of Malay 
history." 

Nevertheless, the government sought to 
raise the spectre of a foreign threat by 
suggesting that there were groups which 
were trying to overthrow the monarchy 
with support from Islamic revolutionaries 
from Iran. Deputy Prime Minister Datuk 
Musa Hitam warned on November 6 that 
certain political groups were trying to 
spread the spirit of revolution to oust the 


Musa: ‘the fires are being fanned.’ 








government elected by the people and 
abolish constitutional monarchy. He went 
on to say: “The fires of revolution are 
being fanned so that Malaysia will one day 
become an Islamic republic.” 

The New Straits Times, in a special arti- 
cle five days later, claimed that Iran was 
engaged in an organised effort to export 
its Islamic revolution to Malaysia. It 
quotéd highly placed official sources as 
saying that government intelligence 
sources had gathered documentary evi- 
dence that the Iranian Embassy here had 
issued cheques to several Malaysians for 
travel expenses to attend seminars and 
functions on the Islamic revolutionary 
struggle organised by Iranian authorities 
in Teheran, New Delhi and Dhaka. 

However, the lengthy article did not 
specify who the Malaysians were and what 
exactly they had done. It claimed that 17 
Malaysians were recently sent on a pil- 
grimage to Mecca financed by the Iranian 
Embassy and said the embassy spent more 
than M$50.000 on air fares and gave each 
Malaysian М$2 ,250 for other expenses. 

Another report claimed that the gov- 


The argument clearh torted the record 
because the sultans 








rom travelling to T 

would be implemented only if activities 
detrimental to the national interest per- 
sisted. The Iranian Embassy denied that 
there was any truth in the allegations. 





he constitutional crisis is now the the sub- 
ject of continual discussion and no easy 
solutions will present themselves when the 
rulers meet on November 20. It is under- 
stood that some of the possible solutions 
being considered are: 
» А court ruling on the constitutionality 
of the amendments. 
> А withdrawal of 
amendments. 
» A referendum to decide on the amend- 
ments. 

However, it will be difficult for the gov- 
ernment to accept any such solutions as 
this would be widely seen as an indication 
that it had backed down. The coalition 
government, which has ruled, in some 
form, continuously since independence in 
1957, has never backed down on any 
major issue. If Mahathir were to back 
down now it would be a major setback for 
him and it is widely believed that in these 
circumstances he would resign. 

The November 20 rulers’ meeting is ex- 
pected to be a difficult one because the gov- 
ernment delegation will be headed by 
Umno senior vice-president Ghafar Baba. 
A statement he made to an Umno Youth 
special assembly on November 4 included 
what many took as an ultimatum to the 
sultans that they must agree to the changes 
by the end of the month. 

It is understood that the rulers were 
angered by the statement and that at least 
one royal house (Negri Sembilan) des 
manded an explanation. It is not known 
what explanation was given to the ruler. 

On November 14 the commander of In- 
donesia's armed forces, Gen. Benny Mur- 
dani, met the press in Kuala Lumpur to- 
gether with Musa after the general border 
committee meeting dealing with com- 
munist problems on the border between 
Sarawak and Indonesian Kalimantan. 
Murdani apparently came to Kuala Lum- 
pur to prepare for a working visit soon by 
President Suharto. Sources indicate that 
Murdani was. concerned about the con- 
stitutional crisis and wanted a first-hand 
report for Suharto. 

While there is little doubt that the con- 
stitutional crisis will have far-reaching con- 
sequences on Malaysian — and®particu- 
larly Malay — politics, the government 
continues to play down the topic in the 
media. If a,solution is not reachegl b 
November 20, the consequences eould be 
very serious. There is already a grgaying 
belief that in the event of the уа 
ging on, next year's Umno assembW wi 
see Mahathir being challenged for the 
leadership. 

Finance Minister Tunku Razaleigh 
Hamzah, who lost his fight for the deputy 
presidency against Musa in 1981, will be 
the main contender for both the presi- 
dency and the premiership. Mahathir's 
need to solve this problem has thus be- 
come especially urgent. 
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Divide and rule? 

The Kuomintang expects to win the December 3 elections, 
in part because of factionalism among opposition groups 


By Andrew Tanzer 

Taipei: The final weeks running up to 
Taiwan's December 3 elections for 71 
"supplementary seats" in the Legislative 
Yuan provide little suspense: it is a 
foregone conclusion that the ruling 


“Kuomintang (КМТ) will win by a land- 


slide. The party machine is turning to its 
advantage the factionalism within the 


'ranks of the opposition, or tangwai — a 
' а meaning outside the party — and 


like holding the line, if not taking 
bed some of the 11 seats the tangwai càp- 
tured in the last elections in 1980. 

A more important question is what kind 
of tangwai movement will emerge after 
the elections. Many political analysts pre- 
dict that the relatively radical *New Gen- 
eration," dominated by relatives and law- 
yers of Formosa magazine dissidents im- 
prisoned after the Kaohsiung riot of De- 
cember 1979, will hold the upper hand. 
The polling will probably deal a severe 
blow to Kang Ning-hsiang, the veteran 
leader of the moderate  tangwai 
mainstream faction. 

Elections for supplementary seats have 
been held every three years since they 
were instituted in 1969. The radical oppos- 
ition movement that formed around For- 
mosa after its founding in 1979 controlled 
some elected offices at the national and 
local level; included was a presence 
among the supplementary seats in the 
Legislative Yuan. 

The KMT enters the elections with un- 
usual confidence: the economy is on the 
mend, the streets are peaceful and the op- 
position — never particularly united — is 
as divided as ever. Perhaps chastened by 
the tangwai's strong showing in 1980, the 
well-oiled party machine is better or- 
ganised than last time around. In part re- 
flecting this confidence, the KMT has 
nominated more candidates: 58 for 71 
seats compared to 38 for 70 seats in 1980 
(one seat was added because of popula- 
tion growth). The policy of nominating 
more people also reflects a strategy — 
only paftially successful — of reducing 
competition among party candidates and 
seeking greater party discipline. 


“x In 1980, the КМТ nominated few but 


endorse a large number of party mem- 
bers running on their own. The policy 
backfired because the latter group took 
votes away from the party-supported can- 
didates, and some proved to be intractable 
during the campaign period. This time the 
party has threatened to punish party mem- 
bers who run for election without consent. 
According to the United Daily News, 92 
КМТ members — 42 fewer than in 1980 — 
have registered to run for election. Fifty- 
eight of these were nominated by the 
party, six were approved and 28 are run- 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 24, 1983 


ning without gaining party permission. 

The KMT's nomination process has in- 
evitably drawn criticism from within and 
outside the party. Some KMT incum- 
bents, such as Lei Yu-chi, an academic 
elected in Taipei, were ostracised because 
they were not obedient enough to the 
party. The party was praised for conduct- 
ing an unprecedented primary in Taipei to 
select the city's KMT nominees. But the 
party showed its authoritarian face by 
keeping secret the results of the poll, lead- 
ing to suspicion that the primary had been 
ignored and candidates selected by cen- 
tralised authority. 

The party has also been sharply criti- 
cised for nominating more than 10 well- 
heeled candidates, dubbed the “golden 
cows" in local parlance. As one KMT 
legislator complained, rich candidates 
create an impression that the party is 


Taipei: peace in the streets will aid the KMT. 


elitist, lacking in ideals and removed from 
the people. Although there are ceilings on 
campaign spending, vote-buying is rife in 
Taiwan elections, with candidates giving 
out gifts ranging from soap and mono- 
sodium glutamate to Japanese crockery 
and luggage. In a survey carried out by the 
government's Research, Development 
and Evaluation Commission in 1981, 
18.3% of those who responded said they 
or their neighbours had received gifts 
from candidates; many observers believe 
the figure is understated. 


T politics of money is particularly evi- 
dent in Taipei, where the KMT nomi- 
nated three such golden cows. One of these, 
Tsai Chen-chou, is a member of the fabu- 
lously wealthy family behind the Cathay 
group, which enriched itself by speculating 
in land through its investment and trust 
arm during the property boom of 1978-80. 
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Taiwanese opera star. The third, Kao - 


Chung-hsin, heads a bus company and a 





popular temple. The party is probably re- ` k 


luctant to nominate such candidates, but 
seems to feel they would run — and would 
be likely to win — even without party sup- 
port. 

Lacking the discipline, organisation and 
resources of the KMT, the tangwai has 
failed to mount a coherent opposition. It 
formed a committee to support tangwai 
candidates, called the houyuanhui, but 
differences between Kang's faction and 
the New Generation caused disputes over 
whom the committee should support. A 
third tangwai faction, led by Kaohsiung 
incumbent Su Chiu-chen, did not even 
enter the houyuanhui. 

According to various reports, the com- 
mittee nominated 14-17 candidates. It also 
announced a common political platform, 


including plans calling for self-determina- EG 


tion for Taiwan, the abolition of martial 
law and implementation of the constitu- 
tion, freedom of speech and press, the for- 
mation of new political parties and new 
elections for all representatives in three 
central government bodies. 

But the divisions which plague the com- 
mittee will confuse voters. "Getting 





elected will depend on the diligence ofin- — — 


dividual candidates," 
won't get much support from the 
houyuanhui." Nevertheless, the Taipei in- 
cumbent expressed satisfaction with the 
group because it is a step in the direction 
of forming a political party. 

One question on which everyone in the 
opposition agrees is that the election law, 
revised in June, favours the KMT. The 
government says the purpose of the law, 
which restricts KMT as well as tangwai 
campaign activities, is to reduce campaign 
expenditures and to maintain social order. 
The law limits the campaign period to the 
15 days prior to the election; restricts the 
number of publicity trucks; prohibits ad- 
vertising in the media; restricts campaign 
posters to prescribed areas, and pros- 
cribes joint rallies of candidates. 

The opposition charges that the rules, 
which effectively reduce contact between 
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is reviving with the injection of younger representatives 


Taipei: It is easy to mock the Legislative 
Yuan. The body holds a special place in 
the Kuomintang (KMT) head-in-the- 
sand national policy of purporting to 
represent all of China and preparing for 
the sacred mission of recovery of the 
mainland. 

The 760 legislators elected in 1947 on 
the mainland are “lifetime members" — 
or at least until recovery of the mainland 

new elections. For years the 
Legislative Yuan was a classic rubber- 
stamp body, all but ignored by the Exe- 
cutive Yuan (cabinet) and the public, 
and manipulated by the KMT in the one- 
party state. 

But lifetime representatives are also 
mortal, and it is through a natural 
evolutionary process — the politics of 
funeral processions — that the shape and 
role of the parliamentary body are 
changing. “The Legislative Yuan is be- 
ginning to act like a real congress,” com- 
mented a KMT legislator. 

Attrition has reduced the number of 
original legislators from 760 to 274, and 
the old-timers are dying off at a rate of 
more than one a month. According to 
one political observer, the average age 


voters and candidates, hurt tangwai candi- 
dates who rely heavily on the short cam- 
paign period to make themselves known 
to the voters, The KMT, which has a firm 
base of support among 2 million party 
members, mainlanders, the military and 
civil servants, has a party organisation that 
constantly reaches the grassroots level. 
Some analysts hold that the tangwai 
(excluding the Kaohsiung fringe group led 
by Su) cannot be divided only into the 
mainstream faction and the New Genera- 
tion. “Many independents want to be king 
of the hill for their own self-interest,” 


commented one tangwai supporter. One | 
Kang backer said: “Everybody has be- 


come a faction.” 

But it is clear that Kang's position as the 
nominal leader of the opposition is. in 
jeopardy for the first time in several years. 
After the crackdown on dissidents linked 
to the Formosa movement, which culmi- 
nated in the Kaohsiung trials of spring 
1980, radicals in the opposition, robbed of 
their leaders, migrated to the moderate 
faction of Kang — one of few tangwai 
politicians of stature not imprisoned. 

The New Generation, emboldened by 
the election success of relatives and law- 
yers of the "Kaohsiung Eight" defen- 
dants, have grown increasingly indepen- 
dent of the mainstream faction. Beginning 
in 1982, they used their growing number 
of magazines to criticise Kang for being 
too moderate and compromising with the 
KMT. In general, the mainstream of the 
tangwai advocates gaining power through 
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of the lifetime members is 77. A local 
joke is that it is always easier to get a bed 
in the geriatrics’ ward of the nearby 
Taiwan University Hospital when the 
Legislative Yuan is in session. 


The legislature has been lifted out of | 


dormancy by an infusion of new blood. 
Since 1969, an increasing number of 
local representatives have been added 
through “supplementary elections" held 
triennially, under a statute calling for 
elections “during the period of com- 
munist rebellion" on the mainland. This 
year 98 will be elected (including 27 
Overseas Chinese representatives ap- 
pointed by President Chiang Ching- 
kuo), compared to 11 in 1969. In 1980, 
97 were elected, bringing the Legislative 
Yuan membership, as of November 8, to 
371 (including the 274 elected on the 
mainland in 1947). 

The rejuvenation process has made 
the chamber a more lively place. Al- 
though the young members — the aver- 
age age of those elected in 1980 was 48 — 
are still a minority, they tend to be more 
active than those elected on the main- 
land. And their share of voting power is 
growing by the day. 


the parliamentary route and reform within 
the system; the New Generation strives 
for change through mass movement. In 
essehce, it is Kang, the moderate vs 
emotionalism. 

The December 3 polls will see no fewer 
than seven relatives or lawyers of key 
Kaohsiung defendants running for elec- 
tion; two look like defeating Kang allies. 
Two are incumbents: Huang Tien-fu, 
younger brother of Formosa publisher 
Huang Hsin-chieh, and Hsu Jung-shu, 
wife of Chang Chun-hung, Formosa 
editor and a former provincial assembly- 
man. 


T^ others include Hsu Kuo-tai, younger 
brother of Hsu Hsin-liang, the im- 
peached magistrate of Taoyuan County 
and former president of Formosa who 
happened to be abroad at the time of the 
Kaohsiung riot and is living in exile in the 
United States; Li Li-chen, wife of the 
Rev. C. M. Kao, the head of the Presbyte- 
rian Church who was jailed for harbouring 
Shih Ming-teh, the alleged mastermind of 
the riot, and two defence lawyers, Chang 
Peng-chien and Chang Chun-hsiung (four 
other lawyers were elected to offices in 
1980 and 1981). 

But it is the candidacy of Fang Su-min, 
wife of Formosa legal adviser Lin Yi- 
hsiung, that has received most attention. 
Hers is the most tragic case: while visiting 
Lin, who was awaiting trial in prison, Lin's 
mother and the couple's twin daughters 
were stabbed to death in broad daylight in 
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the chamber have become more 


pointed, and the Executive Yuan has to 
sit up and listen. Through interpellations 
of cabinet officials, legislators are able to 
criticise and influence government 
policies. While freedom of speech is cir- 
cumscribed in Taiwan, legislators have 
immunity from prosecution. In October, 
for instance, opposition legislator Fei 
Hsi-ping said Taiwan's ailing president 
should not run for re-election next year, 
a statement which has earned banning 
orders for more than one local magazine 
in the past. 

Extensive press coverage of the legis- . 
lature's business, and the fact that many 
representatives are now locally elected, 
has increased the public's interest in the 
body. Recently, for example, some 
newspapers devoted an entire page to 
Prime Minister Sun Yun-suan's re- 
sponses to interpellations — a move typ- 
ical of the increased press coverage the 
body has received in the past several 
years. Political, social and economic is- 
sues are becoming better known to the 
people. 





DAVID JENKINS 





Kang: moderation vs emotion 








Taipei on February 28, 1980, perhaps not 
coincidentally the 33rd anniversary of a 
massacre of thousands of Taiwanese re- 
volting against mainland rule. The mur- 
ders are still unsolved; Fang left her third 
daughter, the lone survivor of the attack, 
in the US, where they had lived for more 
than two years. Ten security poce have 
been attached to Fang, who has her cam- 
paign headquarters in her native Пап 
County in northeastern Taiwan. Z 
Both the KMT and the tangveai have 
mixed feelings about Fang — and other 
Formosa magazine relatives, for that mat- 
ter — running for election. In the short 
term their candidacy divides the tangwai 
and helps the KMT in the elections. 
Fang's entry will probably mean a loss for 
tangwai incumbent Huang Huang-hsiung, 
a Kang ally who also hails from Han (the 
first voting district is comprised of Taipei 
County, Keelung City and Ilan County). 
And Hsu Kuo-tai is considered likely to 
defeat Chang Teh-ming, another Kang 
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Political issues recently discussed in- 
clude freedom of the press, the ban 
on formation of new political parties, 
martial law, self-determination, an in- 
dependent judiciary and issues related 
to Hongkong. Social and economic is- 
sues include pollution, housing, traffic, 
health care, social welfare, labour legis- 
lation and monetary policy. Legislators 
have also begun to scrutinise the central 
government's annual budget. 

The KMT still dominates the Legisla- 
tive Yuan and has been known to ram 
through legislation with a minimum of 
debate. But most of the KMT members 
elected in the supplementary elections 
are native Taiwanese, and thus party 
members of a different stripe. They tend 
to focus on local social and economic 
issues rather than on ideological ones 
such as recovery of the mainland. | 

One hot issue, debated inside and out- 
side the legislature, concerns how, if at 
all, the dying mainland-elected repre- 
sentatives will be replaced. Already 
some provinces, including Tibet and 
Xinjiang, have no representatives, and 
there were fears that the seats might be 
filled by presidential appointment — as 
Overseas Chinese representatives are 
selected. The matter was put to rest 
— at least for the time being — when the 
party and the government recently de- 
clared the seats would not be filled in this 
way. But it was not said how they would 
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Basu; Calcutta street scene: growing pressure to solve basic problen 





INDIA 


Escalating confrontation 


West Bengal’s ruling Communist Party of India—Marxist 
faces a new challenge from New Delhi’s Congress party 


By Salamat Ali $ 

New Delhi: India’s state of West Bengal, 
with a population of 60 million, seems all 
set to escalate its confrontation between 


the ruling Congress party at the centre in + 


New Delhi, and the Communist Party of 
India-Marxist (CPI-M), which rules in the 
state. The backdrop to escalating tensions 
is the growing fear that Indian Prime 
Minister Indira Gandhi may hold national 
parliamentary elections early next year. 
Early signs are the Congress party's ple- 
nary session, scheduled to be held in Cal- 
cutta during the last week of December, to 
be followed by a conclave of national op- 
position leaders in the same city, tenta- 
tively fixed for the first week of January 
1984. 

Although loath to admit the increasing 
friction, West Bengal Chief Minister Jyoti 
Basu told the REVIEW that the opposition 
conclave in Calcutta would aim to forge 
unity in opposition ranks to present the 
national electorate with a credible alterna- 
tive to the Congress. He mentioned dis- 
cussions with Andhra Pradesh Chief 
Minister N. T. Rama Rao who heads 
Telugu Desam, an Andhra Pradesh- 
based regional party, and with Jammu and 
Kashmir Chief Minister Farooq Abdul- 
lah, who heads the All Jammu and 
Kashmir National Conference, a regional 
party centred in Kashmir. He said he sec- 
ured their agreement to back a united 
front of various opposition parties centred 
on the Janata Party, which is now ruling 
only in Karnataka state but was ruling the 
centre until it was defeated by Mrs Gandhi 
in the 1980 general election. 

Basu denied the existence of any special 

' cordiality between himself and the Con- 





gress, as might be indicated by his state 
hosting the Congress plenary. He men- 
tioned a proposed photographic exhibition 
at the Congress plenary aimed at high- 
lighting alleged CPI-M atrocities in West 
Bengal, adding that the CPI-M would an- 
swer such attacks at public meetings and 
other appropriate forums. 

Basu and CPI-M general secretary 
Saroj Mukherjee strongly deny the cur- 
rent Congress claim that its popularity is 
growing in West Bengal and that CPI-M 
electoral support is declining. Basu did 
concede that in the latest municipal elec- 
tions, the Congress,had added 2,000 seats 
to its previous strength of about 14,000 
municipal councillors. The CPI-M gained 
only marginally in the total number of 
votes cast. The set-back to West Bengal's 
Left Front coalition government was attri- 
buted by Basu to quarrels among the left- 
ist parties which led to growing polarisa- 
tion around the Congress and the CPI-M 
at the cost of other parties. 


lectoral statistics show the Left Front 

parties jointly polled 8.62 million votes 
against 6.75 million polled by the Congress 
and other parties of the Right and centre. 
Comparing Congress' performance in the 
1978 and 1983 municipal polls, it increased 
its strength from 31.9% of the votes cast to 
39.7%. The CPI-M, on the other hand, 
raised its total from 52.8% in 1978 to 
60.2% in 1983. The losers have been the 
Left Front allies of the CPI-M — the pro- 
Moscow Communist Party of India, the 
leftist Forward Block party and the Re- 
volutionary Socialist Party, as well as cen- 
trist parties such as Janata and rightist par- 





ties such as the Bharatiya Janata Party 
and the Lok Dal. 

Basu feels perturbed over what he de- 
scribes as the Congress' success in luring 
away some of his potential support in the 
rural areas. He argued: "We have never 
tried to mislead the electorate and have 
repeatedly told them that within the pre- 
sent system, a state government can do lit- 
tle to create job opportunities, hold down 
inflation and create resources for basic 
amenities like electric power supply and 
adequate urban transport, water supply 
and sanitation. We have had limited suc- 
cess and been able to benefit some. The 
sentiments of those who have not benefit- 
ed have been exploited. The big problem, 
remains: how to explain the complexities 
of the economic system and centre-state 
relations to the satisfaction of the general 
electorate." 

Regardless of the validity of Basu's ar- 
gument, the fact remains that there is 
growing pressure on his government to 
solve the state's basic problems. The point 
has now been reached at which CPI-M 
supporters, too, admit the Left Front gov- 
ernment’s performance is less than 
adequate. The government has been in 
power in West Bengal for the past seven 
years. During this period the number of 
registered unemployed has grown from 
about 1.2 million to about 3.5 million — a 
significant figure compared with the all- 
India figure of about 20 тіп un- 
employed. 

Additionally, the Congress accuses the 
Left Front government of uneconomic use „ 
of the state's resources through steep esca- 
lation of revenue expenditure on populist 
measures such as raising salaries of gov- 
ernment servants, teachers and others to 
build а vote bank for itself. It also is al- 
leged that rural subsidies to promote ag- 
riculture are distributed along party lines, 
depriving non-CPI-M peasants of their 
fair share. In its bid to build electoral 
support, the CPI-M has formed a police- 
men's association through which it exerts 
considerable control over the police. The 
CPI-M's detractors insinuate that the 
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“Cost efficiency isn't just pennies-it's a 
complete philosophy. It's where 


engineering and construction have to go. 























il 
FAR EASTERN ECONOMIC REVIEW ө NOVEMBER 24, 1983 


gi E. 


“Kellogg Rust is there? | 


The Business Roundtable (an association of 200 chief 
executive officers of major U.S. corporations) recently 
recommended ways for improving economic efficiency 
in the construction industry. Of those recommendations 
which apply directly to engineering and construction 
companies, many are already in practice — and many 
more under implementation — at the Kellogg Rust group 
of companies. 
One goal set forth by the Roundtable is the use of 
modern management systems to achieve greater cost effi- 
ciency. Well-defined, computerized programs for plan- 
ning, scheduling, cost control, estimating and materials 
management are in place at Kellogg Rust. And we are 
dedicated to the Project Management Information System 
concept — the integration of all these elements to achieve 
maximum efficiency. 
» With billions of dollars of annual savings possible 
in construction costs industrywide, the 
Business Roundtable's recommendations 
„ can make a difference for all concerned. 
^ Ask Kellogg Rust how they can make 
a difference in your next project. 
In any industry. Any place on 
the globe. Kellogg Rust 
is there. 





Robert W. Page, CEO 
С Kellogg Rust Inc. $i 


One of The Signal Companies 
Three Greenway Plaza East 
Houston, 77046 
Telephone (713) 960-2000 
Telex 762556 


The M. W. Kello, 
Rust International Corporation 
Kollo Pon Synfuels Inc. 
Constructors Inc. 

Kellogg Rust Constructors Inc. 


Company 
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n 
avorty, rules. The weaker sectors of so- 
ty — including landless peasants. hired 
m labour and industrial workers —con- 
sider the partv'a friend of the poor. Al- 
hough the CPI-M's image in West Bengal 
s no loriger-as unsullied by the taint of cor- 
uption as it was seven years ago. neutral 
ybservers concede that it is far better than 
hat of Congress party ministries in other 

s, which are accused of large-scale 
ruption and gross mismanagement. 





he Left Front government has been 


to mass copying in examination halls 
duce.the vast time lag between 
minations and thé announcement of 
(5 w~ all important issues in West 
ngal. It also has enforced rigidly land- 
orm ceilings on ownership of agricul- 
ural land and has given security of tenure 
hare-croppérs. It is‘almost impossible 
w tO evict a tenant from agricultural 
and in West Bengal. Peasants can now re- 


iment. Furthermore, government jobs 
> been opened to all aspirants, putting 
nd to favouritism. Also, a token un- 
t allowance ‘has been intro- 
he first time. But most impor- 
, the CPI-M government claims 
it has been able to give a sense of con- 
ce and self-respect to the weaker 
iembers of the society. 
These advantages. however, cannot 
the leftists in power indefinitely and, 
articularly so when their economic non- 
rformance begins to tell increasingly in 
‘months to come. The Congress leaders 
West Bengal believe that given a neu- 
administration in the state, an election 
сап bring them back to power, Mukher- 
е, however, said that the Congress can- 
0t come to power without first dissolving 
the state assembly, sacking the state 
cabinet and governing the state from New 
Delhi through the state's governor. whoin 
ormal circumstances functions merely as 
figurehead. 
Neutral political observers, however, 
gree that the Congress has a chance in 
ections for the top posts in the state pro- 
ided it is able to reorganise itself, put an 
nd to current disarray in its ranks and ac- 
€ an effective leader in the state. The 
ongress leader of West Bengal, Ananda 
‘opal Mukherjee, who enjoys the confi- 
ence: of the central leadership; is consi- 
ered lacking in charisma: Тһе Left Front 
ders, however, consider a suitable 
ongress leader is unlikely to be found. 
\s Forward. Block general secretary 
hok Ghosh said in ай interview: “There 
» a crisis of leadership at the national 
evel. We ofthe Forward Block, as Marx- 
is, believe. that like Bangladesh and 
akistan, India too could slip under mili- 
ary rule in a few years. Hence there isa 
eal danger of national disintegration. | 
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ible to ensure communal peace, put ап | 
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By Richard Anderson 
Adelaide: The Australian Government's 


go-ahead for the giant Roxby Downs | 


uranium mining project in South Australia 
is a landmark decision that effectively re- 
solves the debate within Australia on the 
mining and export of uranium. The deci- 
sion also clearly goes against the official 
policy of the ruling Australian Labor Party, 
formulated in 1979 while the previous con- 
servative government was in office. 

The debate within Labour, and in Aus- 
tralia at large, was brought to a head when 


members of the parliamentary caucus. | 


voted on October 31 to accept cabinet 
proposals to continue Australia's role in 
the international nuclear-fuel cycle. Thé 
cabinet proposal was adopted by 55 votes 
to 46. A prime consideration of the pro- 


| uranium group within the parliamentary 
at the age of 60 and are given a Rs 50 | 
555.10) per month pension by the gov- | 


Labor Party was that the abandonment of 


the Roxby Downs project in South Aus- 


tralia would lead to the destabilisation of 


| the Labor administration in that state and 


perhaps ultimately of the national Labor 
government as well. 
The decision was a victory for the avidly 


pro-nuclear Prime Minister Bob Hawke. - 


Not only have the pragmatists in the par- 
liamentary party defeated the anti- 
uranium forces; the prime minister's grip 
on the party as a whole has also been 
tightened. In the past the party was domi- 
nated by its national executive; Hawke is 
well on the way to reversing that order. 
For instance, he broke with Labor tradi- 
tion by establishing an inner cabinet along 
the lines of his conservative predecessors. 
Members of the inner cabinet were bound 
to vote as a bloc in favour of the uranium 
mining proposal. As a consequence, Im- 
migration Minister Stewart West resigned 
from the inner cabinet over the issue. 
Labor's caucus is made up of all the 
party's members of federal parliament. It 
has traditionally had the right to reject the 
proposals of Labor prime ministers and 
cabinet before they become government 
policy. A win on the uranium issue was 


therefore crucial to Hawke's wider ambi- ' 


tions. 

This will not stop the debate over 
uranium from going on in the party at 
branch and sub-branch levels. Labor's 
supreme policymaking förum is not the 
cabinet or parliamentary caucus, but 
tather the biannual national conference. 
Some members of the defeated anti- 
uranium group are looking to either a spe- 
cial conference-or the advancing of the 
date of next year's national conference to 
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Victorian state branch will call for a spe- 
cial state convention to reaffirm party po- 







retrieve their position. Members of the | 





A recent vote in the ruling Labor Party affirms 
the nation's role as an exporter of uranium 








at last year's national conference states 
that “our minimum position would be a 
total unequivocal commitment to phase 
out "Australia's involvement in. the 
i dustry.” The platform alsocon- 
se that the uranium policy сап 
only bé/revised by Labor's national con- 
ference. However. the anti-uranium 
group ава whole is not confident of win- 
ning the contest with the prime minister at 
the next conference. 

Hawke has already suggested that the 
party's uranium policy as defined by the 
national conference should reflect that of 
thé parliamentary wing of the party rather 
than the other way round. “I am confident 
that by the time of the conference this 
matter will be sorted out satisfactorily 
within the party," he has said. 

Labor's uranium policy as it now stands 
is inconsistent. In line with the policy, the 
South Australian Labor administration 
endorsed the Roxby Downs project/but 
cancelled the smaller Honeymoon and 
Beverley projects. The Yeelirrie project 
in Western Australia was aborted by the 
Hawke government. 





ith the acceptance of cabinet propo- 
sals by the federal party caucus, the 
Jabiluka and Koongara projects in the 


ı Northern Territory have now been scut- 








tled.. Pancontinental Mining's Jabiluka 
deposit is the richest in the world in terms 
of ore grades, with reserves conservatively 
estimated to be worth ASI6 billion 
(US$14.75 billion) and with both initial 
development and mining costs estimated 
at less than half those at Roxby Downs. 

Roxby Downs is at the hub of the ur- 
anium question in Labor councils. The 
latest figures on Roxby, issued by Western 
Mining Corp. which is operating a joint 
venture with British Petroleum, indicate 
that there are a “probable 450 million ton- 
nes of high-grade ore averaging 2.5% cop- 
per, 0.8 kgs a tonne uranium oxide, 0.6 
gms a tonne gold and 6 gms a tonne 
silver." ы 

The. original party policy formulated in 
1979 was amended at last year's national 
conference to allow for "uranium mining s 
incidental to the mining of other®miner- 
als." The anti-uranium faction of the party 
accurately foresaw: at the time that ‘this 
watering dow policy could ultimately 
lead to ап outright reversal. 

The opponents of uranium mining ar- 
gued at the caucus debate on October 31 
that the. devele nt of a new uranium 
mine of such a magnitude ran counter to 
the objectives of ‘Labor's platform and 
that there should be no commitment in ad- 
vance by a federal Labor government toa 

гай. ine until the joint ven- 













rr Р 
turers’ feasibility study was 
completed in 1984, 

Political considerations 
won the day for the pro- 
uranium side. The chief 
concern of Roxby suppor- 
ters in the caucus was the 
probable fate of the South 
Australian Labor adminis- 
tration if the project was 
blocked. Extensive market 
analysis before last year's 
state election showed that 
voters believed for a vari- 
ety of reasons that Roxby 
Downs must go ahead. The 
state has a declining manu- 
facturing base and high un- 
employment, and Roxby is 
seen as a panacea for these 
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Inspecting ores at Roxby Downs 
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commercial factors count 








ills. 

Labor Party politician Peter Duncan, a 
prominent opponent of uranium mining in 
the state, bowed to the popular will in 
South Australia by reversing his opposi- 
tion to the project a week before the fed- 
eral caucus vote. Duncan's reversal effec- 
tively pulled the rug from beneath the 
anti-uranium position nationwide. One 
state politician greeted the subsequent de- 
cision in favour of Roxby Downs with “а 
feeling of relief that an air of reality is 
part and parcel of the shooting match 
now." 

The caucus decision does not automati- 
cally ensure that the A$1.4 billion Roxby 
Downs project will go ahead despite the 





A$100 million already spent by the joint 
venturers. Commercial considerations | 
will be paramount. Roxby would need a | 
uranium oxide price of A$55 a kg. to pro- | 
ceed against current copper price levels. | 
But if copper prices remain in the dol- 
drums and uranium oxide prices continue 
to fall as they have in the past year, the 
project will be uneconomic. 


he caucus also voted to allow two new 
contracts for the Ranger mine in the 
Northern Territory worth A$150 million. 
But it vetoed any other new contracts for 
the two existing Northern Territory mines 
until the completion of a six-month en- 





| contracts for Ranger are given the green 


uiry by the Australian Science and ` 
Technology Council into Australia’s place 
in the nuclear-fuel cycle, including 
safeguards and waste disposal. 

Uranium exports іп 1982-83 totalled 
4,431 tonnes worth A$354 million, which 
averages out at A$35 a lb. If new uranium — | 
light and if Roxby Downs proceeds, there 
will be an increase in exports to around - 
9.100 short tonnes (8.190 tonnes) in 1992, 
though no one can project at this stage 
what the net return to Australia will be be- 
cause of the unpredictability of uranium 
oxide prices. 

The caucus decision met with a bitter re- 
sponse from anti-nuclear groups around 
the country. Sen. Don Chipp. leader of 
the Australian Democrats, who hold the — 
balance of power in the upper house of 
federal parliament, termed Hawke's vic- | 
tory "the most flagrant and diabolical be- 
trayal in Australian political history." Cliff 
Dolan, the leader of the national trade 
unions federation, foreshadowed a special 
federation conference to oppose the gov- 
ernment's decision. But judging from the 
experience of South Australia and the 
Northern Territory. where local branches 
of the unions involved are strongly pro- 
uranium mining, any such action will be 
ineffective in the long term. 

The next national conference of the 
Labor Party is eight months away. But 
Hawke would appear to have the numbers 
to make the parliamentary caucus deci- — 
sion stick. B 9 
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ustralia's relations with Asean, to now 
carefully managed, have reached 
nother impasse on the sensitive issue of 
idochina. A simmering dispute over 
'ambodia came to a head on November 9, 
hen Foreign Minister Bill Hayden lashed 
t Singapore for trying, he said, to dic- 
anberra’s foreign policy, 
оте members. of Asean have since 
d to keep this latest dispute from boil- 
over. But basic divergences are un- 
ly to. go away even after the fences are 
ded — as is expected оп Australian 
ne Minister Bob Hawke's November 
-22 trip to Bangkok. 
is most recent row followed a press 
tement made by Singaporean Foreign 
nister S. Dhanabalan criticising -Aus- 
їапа ой the Vietnamese occupa- 
ion of Cambodia. Speaking to Singapo- 
n and Australian journalists on an offi- 
al visit to Jakarta, Dhanabalan charged 
at Australia was "trying to bend over 
kwards to please Vietnam, thinking 
Бу that Australia will have a role to 
^ Dhanabalan also listed four specific 
ices that Asean wanted to hear 
ke during the Bangkok visit: 
tralia would not give aid to Viet- 
unless it agreed to withdraw from 
dia. 
tralia would continue to give aid to 
mbodian refugees at the Thai-Cambo- 
n border and not provide developmen- 
aid to Phnom Penh. 
(clear indication would be given that 
lanoi could not count on Australia's sym- 
athy until it agreed to pull its forces out of 
ambodia. 
Public denigration of the Democratic 
ampuchea coalition would cease. 
Dhanabalan's remarks were carried on 
ovember 10 on the front page of the in- 
fluential Melbourne newspaper, The Age; 
ith a banner headline: “Asean lashes out 
Australia.” Addressing parliament the 
same day, Hayden sharply condemned 
Dhanabalan's remarks. He interpreted 
the list of assurances Dhanabalan wished 
get from Asean as an "intolerable set of 
preconditions for the prime minister of 
Australia." 
It is quite clear from what Dhanabalan 
said, Hayden told parliament, "that if the 
prime minister's explanation is satisfac- 
tory, they will give him a merit badge — 
that's offensive. If not, he will be sent 
away without his satchel and his lunch — 
that’s even more offensive." Thai and 
Indonesian ambassadors in Canberra were 
summoned to a meeting with Hawke, 
where the prime minister said precondi- 
tions to his visit were unacceptable. The 
Australian Foreign Ministry sent à protest 
note to the Singapore High Commissio 



















continuing differences on is pene within the group‏ ا 


“In an unusual move, Singapore released 
its reply to the press, accusing Hayden of 
making “highly intemperate statements” 


and using “tactics normally reserved for’ 
extreme exigencies.” While Singapore did 


not deny that Dhanabalan actually made 
the remarks, it said: “Had clarification been 
sought in the case of the Singapore minis- 
ter’s statements, it would have been appa- 
rent that those statements do not, as al- 
leged, set preconditions for the Australian 
prime minister’s visit to Thailand.” 

The open row seems to have caught 
Asean by surprise. While Asean leaders 
expressed their disappointment over the 
Australian decision not to co-sponsor an 
Asean resolution at the United Nations by 
postponing a scheduled dialogue meeting 











with Australia in October, they most 
clearly did not want to exacerbate the con- 
flict by sanction or public censure of Aus- 
tralia. In fact, Asean foreign. ministers 
meeting in Jakarta decided to wait until 
Hawk's visit to Thailand before adopting 
any stance on Australia’s differing ap- 
proach to Cambodia. 

Why, then, did Dhanabalan use such 
strong language while the organisation 
had decided on a wait-and-see approach? 
Some observers. explain the Singapore 
minister’s outburst as an attempt to live up 
to the republic’s image as.a tough-talking 
spokesman for Asean. 


ther sources said that Asean countries 
have differing views of Australia as a 
bilateral partner and an ally of Asean. In- 
donesia's relations with Australia have 
improved as a result of Hawke's under- 





standing approach on East Timor. Jakarta 
also shares Australia's views on Vietnam's 
- security concern in Cambodia and the 
need for patient diplomacy to bring about 





Cartoon from The Nation Review, Bangkok: a tangled problem. 





jon in Cambodia. 
Dhanabalan’ s criticism of Australia could. 
be seen as a manifestation of this basic di- 
vergence of attitudes within Asean to- 
wards Canberra. 

Some Australian government officials 
seem to believe that Dhanabalan's attack 
on Hayden's policy was aimed at driving a 
wedge between Hayden and Hawke. It is 



























































common knowledge that Hayden, who 


conceded the Labor Party leadership to 
Hawke, does not see eye-to-eye: with his 
more Conservative prime minister, There 
have been constant rumours in Canberra 
for instance, about a clash between the 
two over Hayden's more abrasive and rad- 
ical approach to foreign policy. 

If Dhanabalan was indeed trying to pro- 
vide Hawke with more ammunition 
against Hayden by showing how he has 
strained relations with Asean, the move 
clearly backfired. Hawke reacted to the 
criticism swiftly.as being directed against 
his government. He made a point of 
criticising Dhanabalan’s statement before 
the Thai and Indone- 
sian ambassadors in 
Hayden's presence. 
In view of the con- 
ciliatory -statements 
about Australiamade 
by other Asean: lead- 
ers, it is unlikely 
that relations will be 
further aggravated. 
In a change of plan, 
Hayden is to accom- 
pany the prime minis; 
ter on his trip to Thai- 
land and then take a 
trip to Jakarta to con- 
fer with Indonesian 
Foreign Minister 
Mochtar Kusumaat- 
madja, present chair- 
man of the Asean 
standing committee. 

While deft diplomacy may well be able 
to paper over the cracks in Asean-Austra- 
lia relations, basic differences of approach 
will continue to plague the organisation as 
it carries on its elusive search for peace in 
Cambodia. Australía refused to co-spon- 
sor the Asean resolution at the UN be- 
cause the reference to the Cambodian co- 
alition could be taken as recognising the 
claims to legitimacy of the Khmer Rouge 
— something Australia is loath to do. 

While for tactical reasons Asean con- ,. 
tinues to support the genocidal Khmer“ 
Rouge, Australia cannot be expected to 
change its policy. More important, unlike 
Asean, Australia believes Vietnam is im- 
pervious to pressures such as the low-level 
insurgency of the Khmer Rouge and the 
non-communist factions. Faced with 
Asean opposition, Canberra could well 
abandon its desire to play a peacemaker's 
role in Indochina and abstain from giving 
aid to Vietnam. But it is unlikely to alter 

















‘its views about how to look for peace in 


Cambodia. 
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The air here is fresh, clear and wholesome: Swiss 
mountain air. 
To this very day, it still gets mixed painstakingly, 


as fresh as dew, to an age-old recipe consisting of 


fir woods, snow crystals, icicles, rocky peaks and 
sunbeams, and offered down daily from mountain 
to valley à discrétion. A fragrant extra touch added 
to the many other good things that Switzerland 
offers its visitors. Early in the morning, for instance, 
the first tones of violet and pink dotted with 
the utmost delicacy on granite and limestone. 


Take a d 


е 

Snow - flakes sitting merrily like clowns’ hats or 
firs, fence posts, fountain-tops and church towers 
Summits, meadows and roofs of Alpine huts all ir 
glistening white. Frost flowers at least as lovely а: 
Alpine roses. Paths as soft under foot as a cotton 
wool carpet. 

In Switzerland, winter doesn't just drop in fo 
a brief flying visit. A regular and reliable guest, i 
stays for month after month. So it's naturally 
tempting to get on a Swissair flight at the nex 
opportunity and meet up with winter for a few day: 





r weeks. Particularly because Swi issair has arrange- 
?ents which make your rendez-vous with the winter 
eason so easy and enjoyable - from Kitzbühel via 
\гоѕа and Zermatt to Chamonix and from the 
ki lifts to the footpaths and cross-country skiing 
ourses. 

And on the outward and return flights from 
‘urich or Geneva you'll also notice that Swissair 
nows just as much about the air above the 99 
estinations it flies to worldwide as it does in the 
wiss air. 





Ask your nearest Swissair office or the Swissair 
Head Office/ VWA, P.O. Box, CH-8058 Zurich- 
Airport, for the brochure "Switzerland and the 
Alpine World. Winter 1983/84". In it you'll find 
our comprehensive range of skiing and winter holi- 
days in the healthy Alpine air. 


swissairá 


For instance, 
banks need it at the teller window. 


When you're talking about customer contact, it comes right down to 
the teller window. From simple balances to complex loan payments, 
it's the teller who must provide up-to-the-minute accurate informa- 
tion. And when there's no room for error, the teller needs NCR. 


Because at NCR, we provide a complete line of innovative 
teller terminal systems that ensure maximum efficiency for 
the customer and the bank alike. 


Other NCR financial systems offer banking convenience 
to people around the clock, wherever they go. And still 

* other systems direct large volumes of transactions 
among banks in extensive and complicated networks. 


What's more, you too can bank on NCR to stand 
behind you every step of the way. We offer the same 
hardware and specialised software for many industries 
and the broadest selection 

of terminals that capture 


information as transactions 
occur. And it's all backed by a NCR 
force of 16,000 field engineers 


to guarantee you a 99 
- smoothly running business. 


cos power 
where you need it. 


A 


Your organization will benefit 
with NCR Computer Power 
in your hands, too. 


SERVICES/PROFILE 
55н:285-5%-%Ъ1% 
SSN: 167-52-09 
2۹4-۹ 
945-7328 
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At Morgan їп Hong Kong: 
expert services that can meet 
vour financial needs 


The Morgan Bank has a large staff of 

specialists in Hong Kong providing a 

broad range of financial and merchant 

banking services for many of the area's 

local and multinational businesses 

We also serve governments and official 

agengies, and the private banking 

needs of individuals with sizable assets 

A range of services 

Our Hong Kong banking office special 
e 

izes in corporate lending in Hong Kong 

We're 


known for structuring a financing good 


dollars and Eurocurrencies 


for both borrower and lender 

Morgan Guaranty Ltd, Morgan's 
worldwide merchant banking subsidi- 
ary with offices in Hong Kong, man 


ages public and private offerings of 


Hong Kong-based Morgan officers shown аг 
general manager, with Banking Division head David Morris 





Felicia Wai, Jimmy Chu 


securities for distribution throughout 
the region —at favorable rates. It is also 
a leader in forming groups for multi- 
bank syndicated loans 
Currency risk management 

Another group of Morgan specialists in 
Hong Kong serves client needs in the 
foreign exchange markets, whether 
executing transactions or managing 
risk exposure. Our customer advisory 
team, linked to our global exchange 
trading desks, alerts customers to 
market developments, and to hedging 
and arbitrage opportunities 

Morgan's worldwide International 
Irade Services Department helps man 
ufacturers and exporters here and else- 


where with documentary and standby 


The Morgan Bank 


ind Tad Beczak of Funding Services 
Andrew Spencer 





Tim Boyd Wilson, 
Teo of Foreign Exchange 


Peter Li, and Timothy 
letters of credit, bankers acceptances, 
collections, and reimbursements. It is 
fully automated, fast, and reliable 

We also can counsel clients on invest- 
Asa 


leader in managing other people's funds 


ment and financial strategies 


in markets around the world, Morgan 
can furnish advice on a wide range of 
investments, including equity, property, 
and various fixed-income securities 

Ask for details 
To discuss your needs with us, write or 
telephone Timothy L. Boyd Wilson, 
Vice President and General Manager, 
Morgan Guaranty Trust Company, 
Edinburgh Tower, 15, Queen's Road 
Central, Hong Kong. Telephone 
(5) 8411311 Member FD! 
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There is only one Marco Polo Business Class. 
And now it’s on every flight. 
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@ THIS week, three genufl 
first to Burma's strongman, Ne Win. ‘He 
is neither the most attractive of the re- 
gion's dictators, nor the most efficient. 
His fatal commitment to Burma's unique 
brand of isolated, | military-style 
socialism led many to wonder just how 
decisively and honestly he would deal 
with the bomb outrage. in. which North 
Korean agents assassinated 17 visiting. 
South Koreans, violating Burma's hospi- 
‚ tality and every sense of human decency. 
I hope that the reports are true which 
claim that Кип П Sung, the aging 
egomaniac. who rules in Pyongyang, at- 
tempted to blackmail Burma into a weak 
accept of mass murder on its soil by 
|]. threatening retribution should Rangoon 

_ take any strong action. If so, and the at- 

_tempt did multiply Ne Win's rage and 

humiliation, so much the better: Kim re- 

ceived everything he deserved when 

Burma not only cut off diplomatic rela- 

tions but withdrew recognition from 

Pyongyang's unlovely regime. 

@ SECOND bow: towards Japan's new 

consul-general in Hongkong, Hiraoki 

Fujii (how wise, unlike New Delhi, 

Tokyo is in upgrading this post: Fujii has 

been. deputy director-general of the 

Foreign Ministry's Asian Affairs 

Bureau). Recently Fujii gave a speech in 

which he reminded Peking that the fu- 

ture of Hongkong is not only of concern 

К 5 million Hongkong Chinese compat- 

, 











riots: "There is something in Hongkong 

hich surpasses the direct economic 

X]. gains Japan acquires in its transactions 

with Hongkong," he said. "Hongkong is 

not only a dynamo in the modernisation 

of China but it is also a dynamo in the en- 

ire Asia and Pacific region in steering 

the positive trends which are so impor- 
tant to everybody. 

"There lies the true meaning of Hong- 
kong . . . One important lesson Hong- 
kong is showing us is that after all human 
talent and not natural resources is the 
key for economic progress." Thus, 
Japan shares the joint aim of China, Bri- 
tain and the people of Hongkong: to pre- 
serve stability and prosperity. Рин 
hinted that these views would be shortly 
conveyed to the General Secretary of the 
C hingse Communist Party Hu Yaobang 
when he visits Tokyo. 

Fujii in fact was driving home views 
which his No. 2,. Morihisa Aoki, 
propounded recently while acting con- 
_sul-feneral. Diplomatic initiatives from 
Japan are rare enough; when they come 
«they deserve applause. 
^» THIRD, and on another level of 
human activity, but also in the direction 
of Japan, a tribute to the magnificent 
rugby team which wiped out the 1973 
memories of the 62-14 defeat by Wales 
to give a wonderful exhibition of skilful, 
open, attacking play just losing by 29-24. 
A bouquet to the father of Japanese 
rugby “Shiggy” Kono for one of the most 













had | 


: 





| 
| 





| 
| 
| 
| 
| 
| 
| 








elegant, self-depreciatory interviews | 
have ever seen on TV: “We had taller 
nien on the 1973 team, ectually." 

e LEONID Пуісһеу, leader of the 
Soviet delegation to the Sino-Soviet 
talks in Peking (which have now been 
going on for all of 14 years) showed him- 
self to be more than just a diplomat when 
he returned to the Chinese capital last 
month for another round of negotia- 
tions. The REVIEW's David Bonavia re- 
ports that when comely Helene Chung of 
the Australian Broadcasting Corp. — an 
Australian of Chinese descent — went 
up to ask him à question, he took hér 
head in both his hands, stroked herlong, 
lustrous hair and said in Russian: “You 
are beautiful! You are beautiful! You 
know everything! What can I tell you?" 
He then proceeded to talk at consider- 
able length about the weather. 

Asked afterwards what the experience 

was like, Helene commented: "He has 
very strong hands." Ilyichev is 77. 
e IF that particular Russian successfully 
evaded an issue, the Soviet Union's in- 
tentions of exploiting the Philippine 
crisis are all too clear. While the Chinese 
media have regularly and fully reported 
the turmoil in the Philippines, the Soviet 
Union has represented the demonstra- 
tions "as being Venise ate anti-Ameri- 
can. For exa . an English-language 
broadcast from \ Radio Moscow on 
November 3, the REVIEW's diplomatic 
correspondent Nayan . Chanda points 
out, managed a long commentary with- 
out once mentioning the assassination of 
Benigno Aquino. The radio clearly im- 
plied that Moscow had no quarrel with 
President Ferdinand Marcos on the kill- 
ing and that the Soviets are posing as 
friends of Marcos in fending off US pres- 
sure. for a full inquiry into the murder, 
while . encouraging anti-Americanism 
which could lead to the withdrawal of 
American bases in the Philippines. 

The commentary even quoted “the 
well-known Filipino journalist Teodoro 
Valencia” as remarking that American 
legislators were obviously unaware that 
the Philippines became independent of 
the United States in 1946, It claimed that 
the. recent demonstrations were “pro- 
tests against infringement of the coun- 
try’s sovereignty” and that “anti-Ameri- 


_can manifestations had assumed such a 


scale” that President Ronald Reagan 
had had to cancel his visit to Manila — a 
mendacious travesty of what has actually 
happened. I wonder how comfortable 
Marcos — and his colleagues in Asean — 
are with the knowledge that Moscow | 
backs him? 

€ I HAVE remarked before in these 
columns on.the distasteful sight of the 
pack of Japanese newspapers baying like 
wolves for the blood of any victim — cur- 
rently of course, former prime minister 
Kakuei Tanaka, convicted of accepting 
corrupt payments in the Lockheed scan- 








dal. Many commentato l 
| our own correspondents — impl 
unless Tanaka resigns his parliament: 
seat, the ruling Liberal Democra 
Party could face a destabilising cr 
Personally, | don’t buy that. I believ 
party will survive unscathed, as w 
Tanaka. 

As an acute Japanese observer of 
own political scene told me be 
Tanaka's conviction: "We will deal 
this in a very Japanese fashion. Тапа 
will be convicted and sentenced to s 
eral years in prison. He will not resi 
from the Diet but will immediately aj 
peal. Japanese justice works so. slc 
that his lawyers can stretch out his а 
peal over a decade or so. It is very 
but some time in the next decade it 
be expeeted that our dear emperor 
pass away. When the crown prin 
sumes the throne, he will declare 
nesty for certain criminals, one of w 
will be Tanaka. Problem solved." © 

Meanwhile, the press continues 
howl. The stress on public order in Ја 
is such that being accused of a crin 
offence is almost regarded as an. 
| in itself: by being arrested one h 
were, upset the social applecart. 
petitioners to the Shogun during 
period once had to pay with the 
for their troublesome audacity, de! 
dants in Japanese trials have to. su 
public humiliation. Thus it is custom 
for the press to drop the honorific 
after the accused's name. Not only is 
defendant deprived of the normal cou 
tesy due to all law-abiding citizens, 
made to appear guilty until proven inr 
| cent. Although in the case of. Tanak 
| (not Tanaka-san) this may well bein a 













































cordance with the facts, it does not ma 
the atmosphere of a kangaroo court àn 
less distasteful. 

€ BANGKOK, like Venice, is sin i 
paradoxically from a lack of water. 
the crowded city pumps supplies fr 
the water-table beneath it and rains f 
to replenish the wells, the land settle: 
But still readers gigglé when on 
November 2 a Bangkok World front- 
page headline announces: 


40-year flood 
high forecas 


And, on the following day ate 
|.3, the Bangkok Post front-page headline 
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conference this year at th 
n National. University. on in. 
ives on international security, the 
. representative, -known, 
egarded and. influential К. Sub- 
am delivered a paper Оп the In- 
oint of view. It might have been ex- 
hat the Indian perspective would 
e with that country's non-aligned 
e, and that the notion of employing 
weapons would be subject to con- 
on or even rejected out of hand. . 
ich was not the case. 


ing. 

ful than Pakistan, Subrahmanyam 
with awesome insouciance of possi- 
clear developments in the Subconti- 
e went as far as to say: “There is no 






ша not stabilise the situation. in the 
continent, as has happened in the in- 
ised world and along the.Sino- 
iet border." This academic encourage- 
nt of a nuclear race comes strangely 
a man of Subrahmanyam's stature, 
ally as he quoted an "authority" 
s.stated: "Nations that have nu- 
pons have strong incentives to 
роп бу,”  — | 
nature of nuclear weapons 
the theory that there could ever 
sponsible” use. Even retaliatory 
“after a country has been subjected 
ear attack, cannot be described as 
sponsible.” A country that has suffered 
lear first strike, and that has the 
capability to retaliate in kind, may act 
from many motives. But it is debasing the 
nglish language — and evidence of a tor- 
ous moral reasoning — to use the word 
sponsible” in the context of deliberate 
estruction of millions of lives. 
The mantle,of Dr Strangelove has been 
ssumed by many people, but one can be 
orgiven for amazement at it being donned 
у a luminary such as Subrahmanyam. 
One may also be forgiven for pointing out 
- specious though the comparison may 
be — that Subrahmanyam is one of the 
names in South India for the Hindu god of 
ar. 
© Subrahmanyam denied, of-course, that 
India has developed a nuclear weapon. 
Prime Minister Indira Gandhi’s latest de- 
nial of such a capability, was made as re- 
cently as September, and it is likely that, 
in the strictest interpretation of the phrase 


“ment possess in an instantly usable form a 
military nuclear arsenal. Having made all 
hese qualifications, however, it must be 
pointed out that India could produce nu- 
clear weapons in very short order. 
United States Secretary of State George 
` Shultz visited Pakistan in July to assess 
at first hand the possibility of success in 
the talks on Afghanistan. Before arriving 
in Islamabad, Shultz spoke with Mrs Gan- 
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that India is very much more | 


why symmetric nuclear capability | 


nuclear weapon, India does not at this mo- | 








4nto earth’s orbit. The launch vehicle has 


dhi in New Delhi on the normal wide 
range of subjects — including nuclear af- 


' fairs. One result was a promise by the US 


to provide parts for Indian nuclear reac- 
tors "for operational safety . .. and for the 
health of employees..." 

This guarantee does not conflict with 
the international Non-Proliferation Treaty 
or with the US act designed to prevent 
export of nuclear technology to countries 
developing nuclear weapons. But it must 
be apparent to even the most naive sup- 
porter of India’s nuclear programme that 
hairs are being finely split. 

Pakistani reaction to the US decision 
was understandably less than enthusiastic, 
though it is understood that President Zia- 
ul Haq did not make a formal complaint to 
Shultz. The fact remains that. Pakistan is 


‘extremely wary of India's nuclear capabil- 


ity and resents the influence that the US 
has exercised to prevent — with some suc- 
cess — the acquisition of materiel for 
Pakistan's own nuclear projects. 

India exploded a nuclear device nine 
years ago at a test site some 140 kms from 
the border with Pakistan. It was claimed at 
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The author, a senior military officer, 
wishes to remain anonymous as he is 
still a serving soldier. He spent some 
time in the Subcontinent with. the 
United Nations Military Mission. 
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the time — апа has been emphasised ever 
since — that the detonation was entirely 
peaceful in intent, but this protestation is 
no assurance that weapons' development 
has not taken place as a consequence. ' 


n May 1974, immediately after the In- 

dian nuclear test, the then prime minis- 
ter of Pakistan, Zulfikar Ali Bhutto, 
exclaimed: “We will eat leaves. and grass, 
even go hungry, but we will have a [bomb] 
of our own." Ít seems that Pakistan does 
have the ability. to. produce а nuclear 
weapon, despite international attempts to 
deny it the materials for its manufacture, 
but it is apparent that India is very much 
more advanced in such development. And 
India's lead is not confined to production 
of devices. Possession of a weapon, or of 
the expertise to construct a weapon, is 
only a first and basic step to becoming a 
nuclear power in the military sense. There 
has to be a means of delivering the weapon 
— and it is in this field that India is very 
much in advance of Pakistan. 
' On April 17 this year, just four days 
after Subrahmanyam spoke so elóquently 
of the "measured spread of nuclear 
weapons" being "more to be welcomed 
than feared," India launched a satellite, 


* 





nothing like the load capacity of the super- 
powers' rockets, but its use was an 
adequate demonstration that India pos- 
sesses the capability to design and produce 
a warhead carrier. 

Both Pakistan and India possess strike 
aircraft capable of delivering nuclear 
bombs. Pakistan recently acquired the 
US-built F16 aircraft which, though 
primarily an air superiority fighter, is cap- 
able of carrying weapons for ground deliv- 
ery. It is most unlikely, however, that 
Pakistan has developed a nuclear weapon 
of such size and weight that it could be fit- 
ted to the F16 — or any other modern air- 
craft in the Pakistani inventory. India, on 
the other hand, is acquiring the Anglo- 
French Jaguar attack aircraft. Given 
India's lead in the nuclear race, it is possi- 
ble that development of a more sophisti- 
cated (and thus smaller) weapon is taking 
place, and that the Jaguar would be the 
delivery system. 

Both countries’ nuclear programmes 
are, naturally enough, accorded a degree 
of security that makes it almost impossible 
to determine their stages of development. 
But not ónly do they fear a leakage of in- 
formation as to technological progress, 
there ís an abiding suspicion in New Delhi 
and Islamabad that military action could 
be taken to destroy nuclear facilities be- 
fore production of weapons could begin in 
earnest. 

The Pakistani nuclear research station 
at Kahuta, close to Islamabad, is ringed 
"with Crotale anti-aircraft missiles. No civi- 
lian or even Pakistani military aircraft is 
permitted within the immediate airspace. 
The Pakistanis have the not unreasonable 
fear that there could be an Indian attack, 
mounted initially in the guise of a low-fly- 
ing “civilian” aircraft that has purportedly 
strayed into Pakistan, 

It is for this reason that Pakistan has re- 
cently negotiated for the purchase of radar 
systems capable of detecting hedge-hop- 
ping infiltrators. The “scramble” time for 
Pakistani interceptor aircraft has been re- 
duced dramatically, and its air force, with 
its new mix of anti-aircraft weapons, elec- 
tronic facilities and modern interceptors 
would make an attempted strike a costly, 
but not impossible, undertaking. 

India has not lagged behind Pakistan in 
acquiring anti-aircraft missiles ang has ex- 
panded its interceptor fleet to a staggering 
total of some 400 modern fighters. The 
possibility of Pakistan attacking India in 
order to destroy nuclear facilities — or for 
any other purpose — is extremely remote, 
but India is not prepared to take any 
chances. 

Pakistan, however, has attempted to 
draw world attention to the supposed vul- 
nerability of its nuclear installations. At 
the time of the Shultz visit; Zia informed 
newsmen that he was taking precautions 

















against an attack “similar to the one that 
Israel made in Iraq,” and specifically 
excluded India as a possible initiator. 
Given that the Afghan air force is totally 
incapable of such action, and that the 
Soviet Union — despite its recent outrage- 
ous conduct — could not indulge in such a 
venture, it seems that Zia was indicating 
Israel as the ostensible threat. 

Israel has made no secret of the fact that 
an Islamic bomb would be subject to Is- 
raeli action wherever it may be produced. 
The strike on the Osirak plant in Iraq was 
a clear demonstration of the fact that Is- 
rael will not tolerate a nuclear power in its 
area that might, in the Israeli view, be un- 
balanced enough to pose a threat. Pakis- 
tan is very much further from Israel than 
Iraq, but it is just possible that the Israeli 
secret service, Mossad, has detected a link 
between Arab money and Pakistani 
know-how, and that there is an attack plan 
in the files in Tel Aviv. 


e ut a glance at the map shows that the di- 
rect flight distance from Israel to central 
Pakistan is some 3,500 kms. There would 
be a requirement for in-flight refuelling 
because of the great distance involved, 
and the tankers would be extremely vul- 
nerable to interception at many stages of 
their journey. 

In pure military terms, such a desperate 
gamble might just possibly be successful 
(though Pakistani electronic systems are 
more of a closed book to the Israelis than 
are those of Syria, and Pakistani pilots are 
of world class), but the political implica- 
tions are such that Israel would have to be 
confronted by a situation verging on na- 
tional extinction before it seriously consi- 
dered an action that would result in global 
condemnation. 

So, given the near-impossibility of an Is- 
raeli attack on Pakistan, it can be asked 
why Zia has tried to give credibility to 
rumours concerning its imminence. Pakis- 


tan, despite its implication that Israel | 


could be planning an attack and despite its 
denials that India might be involved in 
such a plan, does indeed fear an attack by 
its powerful eastern neighbour. Mention 
of Israel has served some purpose by 
drawing world attention, albeit momen- 
tarily, to Pakistan's vulnerability. 

Its nervousness about Indian intentions 
and capabilities has been exacerbated by 
the US promises concerning supply of nu- 
clear plant spare parts at the same time as 
the UŞ is attempting to woo India as a 
market for conventional weapons. These 
developments have not given Zia any 
grounds for feeling that the US is as en- 
tirely pro-Pakistan as it was in the heady 
days immediately after the Soviet invasion 
of Afghanistan. 

There is a suspicion in Islamabad that if 
India did strike at Pakistan's nuclear 
facilities, then US support for Pakistan 
could be less than total and that it would 
involve no more than inconsequential and 
temporary sanctions against the aggres- 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 24, 1983 





SET YOUR SIGHTS ON 


ASIAN AEROSPACE 84 


and Military 
Technolog 
Event for 


The 2nd 

Asian Aerospace 
Exhibition 

& Conference. 


Singapore 

Changi Airport, 

18-20 January 1984 — 
Trade Only 

21-22 January 1984 — 
Public (Paid Admission) 


Organised by 
D 


— 
ITF Pte Lid 


1 Maritime Square # 12-03 
World Trode Centre 
Singapore 0409 

Tel: 2711013 Telex RS 26085 
Cable: Exposhows Singapore 


sia 





Asia's biggest aviation event will feature over 400 
world leaders in the aerospace industry 


On show will be the latest developments and 
technology in aircraft, civil and military; defence 
systems; aircraft components and equipment; engines, 
overhaul services and hundreds of related products 


Covering an area more than 300,000 square feet at the 
Singapore Changi Airport, the event has attracted eight 
national groups form Britain, Canada, France, West 
Germany, Israel, Singapore, Sweden and USA 
Besides exhibitors from 10 other countries 


In conjunction with the exhibition, the Financial Times 
of London will be organising an international 
conference focusing on current developments.in the 
world aviation scene 


Don't miss this opportunity to attend the region's 
premier aerospace event — if you are inyolved in 
Civil or military aspects of the industry. Send for 
details now 


Headquarters Hotel: The Marco Polo, Singapore. 


| Fill in the coupon now, and send it to the organiser 
We are interested in Asian Aerospace '84 as 
O Visitors [1 Conference Delegates 


| Please send us details. 
Name _ £ 1 
Designation 5с 4 2 „АЁ 
Сотралу Е E 

Address zT. 4 

















Country "T Tel __ 








| j 
| / 
ё FEER | needham ITF/18/83 


жт 


" 1 2 ) TL T2- м 
&Регһарв sanity will prevail ES 
before the nations beggar 


—. themselves preparatory actually 
` to using the nuclear weapons that 
e they are producing.? 
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sor. Furthermore, there is conjecture that 

the underlying American feeling would be 

one of thankfulness that one more puta- 

tive nuclear power would have received a 

_ setback in the development of sophisti- 
cated weapons. 

An Indian raid on Pakistan's nuclear 

| laboratories and test site would draw 

ritual condemnation from the United Na- 

tions and other Third World-dominated 

_ forums, but the only act of substance that 

- — could be forthcoming would be use of the 

oil weapon by India's Islamic suppliers. 

_ . But oil can be obtained elsewhere and any 

—— check in its flow from the Gulf would not 

` seriously interfere with the Indian econ- 

P. omy in the long term. 


— Zia has attempted to prepare the world 
— for an eventual Indian attack. His method 

- of gaining media attention has in this in- 
- stance been somewhat convoluted, but 
the message has been received in the 
countries for which it was intended. Pakis- 

— tan has been seen to assume a posture of 
в: being potentially more sinned against than 
sinning — which is no bad stance to take 
— for India, after all, has exploded a nu- 
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[ | asta і has 
s in Zia's favou 
obviously intends to keep it that way. 

The world, of course, will continue to 
stand by while the nuclear race accelerates 
in the Subcontinent. The absurdity of two 
poverty-stricken countries vying with each 
other in production of weapons — whe- 
ther nuclear or not — is not condemned by 
countries in similar circumstances (many 
of whom would be only too pleased to join 
in, if they could), and.the industrialised 
nations lack the will to do other than de- 
plore the madness — even if they wished 
to take more direct action. 

There is no point in attempting to have 
either country sign the Non-Proliferation 
Treaty. Mrs Gandhi regards the treaty as 
inadequate, incomplete and discriminat- 
ory (all of which it is), and Zia's offer of 
mutual inspection of nuclear facilities is, 
at best, disingenuous. 

Perhaps sanity will prevail in the Sub- 
continent, before the nations beggar 
themselves preparatory actually to using 
the nuclear weapons that they are produc- 
ing. Subrahmanyam's advocacy of “sym- 
metric nuclear capability" — a brutish and 
disgusting concept despite its acceptance 
in many other countries — is a dreadful in- 
dication of a ferocious determination on 


' India's part to dominate its eastern neigh- 


bour. For India knows well that Pakistan 
cannot possibly achieve "symmetry" and 
must surely realise that an attempt to do so 
would lead to mutual destruction. 
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man's party 


J. B. Jeyaretnam's opposition 
group faces further debts 
f it loses a pending libel suit 


By Lincoln Kaye 

ibel actions have proved costly to 

Singapore's lone opposition MP, J. B. 
Jeyaretnam, and his Workers’ Party. The 
party was thrown into bankruptcy last 
year after a libel judgment went against it 
and fallout from the case could now cost 
Jeyaretnam his parliamentary seat, as well 
as heavy fines and a possible jail term. 
More recently the party wound up even 
deeper in debt after Singapore’s High 
Court dismissed a libel suit it brought and 
awarded costs to the defendent. 

Now, Jeyaretnam has been back in 
court, bringing a new libel suit on behalf of 
a fellow lawyer and opposition figure, 
В. Murugason. The defendant this time 
was The Straits Times. The suit charges 
that the daily libellously implied that 
Murugason had duped a washerwoman 
into complaining of polling irregularities 
in a 1980 election petition. Murugason 
maintains the woman’s petition was of her 
own free will. The court is reserving judg- 
ment. 

Jeyaretnam’s latest court action is note- 
worthy in light of a string of recent mis- 
adventures culminating only a week be- 
fore the Murugason suit was initiated in a 
hefty cash judgment against his already 
debt-crippled party. 

The party’s current problems date to 
1982, when its bankruptcy was brought on 
by the revival and successful prosecution 
of a long-dormant defamation suit against 
the party by a former MP of the ruling 
People’s Action Party (PAP). Now 
Jeyaretnam risks jail, fines and possible 
ouster from parliament when judgment is 
passed — probably in December — on a 
pending case charging him and other party 
officials with concealing assets from bank- 
ruptcy administrators. 

An earlier attempt by Jeyaretnam to turn 
the libel weapon against his attackers has 
backfired. A suit charging Deputy Prime 
Minister S. Rajaratnam with slandering a 
Workers' Party parliamentary candidate 
was dismissed on October 21 after the in- 
solvent opposition party failed to come up 
with a $$25,000 bond (US$11,787) re- 
quired by the court. Then on November 2, 
the High Court awarded Rajaratnam 
$$11,755 in legal costs arising from the dis- 
missed Workers' Party suit. 

The court's bond requirement was 
issued under an amendment to Singa- 
pore's Societies Act, which was enacted 
nine months after the Workers’ Party 
lodged its suit against the deputy prime 
minister. The amendment also allows 
Rajaratnam to seek compensation from 
party officials, including Jeyaretnam, 
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б newspapermen (Western and 
Asian alike) are always haunted by 
anniversaries — sometimes happy, more 
often sad. Old mates in Australia have 
just reminded me that last month was the 
50th anniversary of the birth of the first 
newspaper I ever worked for and which 
passed away at the tender age of two- 
and-a-half. It was The Star, an evening 
sister of The Argus (which also died 
some years later) in Melbourne, where I 
was born in 1906 (the Year of The 
Horse). 

I quit a PR job with the Victorian Rail- 
ways to take a junior reporter's job on 
The Star at half my government pay — a 
move which cynical colleagues remarked 
was like running away from sea to go to 
school, but which I made because I 
wanted a chance to travel to the Far 
East, which the Australian press was 
covering inadequately as Japan loomed 
larger as a menacing neighbour. 

As now, there was then (October 
1933) only one other evening newspaper 
in Melbourne, The Herald (which I am 
proud to represent now), and some 
of its staff moved across to The Star. We 
tried to ignore a curiously prophetic 
headline in the first edition: "Starr given 
five years," which referred to a sentence 
for manslaughter imposed on a Mel- 
bourne citizen. The Star served about 
half that term. 

Despite its brilliant staff — (excluding 
myself, of course) — The Star did not 
stand up. Its editor, able Jack Waters, 
left to return to The Herald. He died last 
month at the age of 83. Daily circulation 


should the party itself prove unable to 
pay. The amendment was written to be ef- 
fective retroactively. | 

Jeyaretnam argued against it in parlia- 
ment. But its proposer, acting Labour 
Minister and Minister of State S. 
Jayakumar, defended the measure as 
necessary to protect successful defendants 
from being left out of pocket for court 
costs when sued by financially rocky poli- 
tical parties. 

Opposition spokesmen claim the 
amendment denies political groups their 
rightful access to the courts. “First they 
bankrupt the party, next they rule it too 
broke to sue, and then they load it down 
with gore debt,” summed up one sym- 
pathiser. PAP loyalists counter that the 
Opposition party brought its troubles on it- 
self, first through inflammatory campaign 
rhetoric and then through its ill-consi- 
dered action again Rajaratnam. 

Legal sources point out that not only did 
the Workers' Party lack the resources to 
prosecute the suit, but also the party's can- 
didate in question, lorry-driver Wu Kher, 
had a petty criminal record back in the 
1960s. which justified Rajaratnam's al- 
legedly slanderous characterisation of him 
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at the end of the first week was 93,000 
and, after dipping to 45,000, had clawed 
back to an average 65,000 daily sale by 
the time it folded at Easter, 1936. 

Fortunately for me, I had left and 
gone to work in Sydney on Sir Frank 
Packer's Daily Telegraph six months 
earlier. Again, hopes for Far East travel 
had been the spur rather than doubts 
about the continued twinkling of The 
Star. (When I finally got to Tokyo and 
Shanghai — allegedly on leave — in 
1940, there wasn't a single Aussie news- 
paperman in Japan.) 

My old colleague, Bob Walker, has 
written a 50-years-on obituary of The 
Star, recently published in the Mel- 
bourne Age: "A Star is born, burns 
brightly, and goes out." So those old an- 
niversary memories have been resur- 
rected with drunken ghosts lurching and 
grinning across the stage. Once again 
one is reminded of H. L. Mencken 
(RIP), who said: "Wherever and 
whenever any newspaper dies in the 
world, all newspapermen everywhere 
die a little." 

The Stars last editorial said: “The 
presses are stilled. A great paper has 
passed. An influence in public life has 
passed . . . We have fought a good fight. 
We have kept faith." That was in sad 
contrast to The Star's first editorial: 
"Proud of its mission and confident of 
the verdict of the people for whom it has 
been created, The Star enters today into 
the community life of Victoria. Its wel- 
come is assured. We believe with good 
reason that the people of this city and 


as “a bicycle thief." If the 
award to  Rajaratnam 
stands, despite planned 
appeals, the party will 
owe a total of S$50,000 in 
debts from various de- 
famation actions. 

On November 5 the 
party held a dinner to 
celebrate the second an- 
niversary of Jeyaretnam's 
parliamentary victory — 
and to try to raise funds. 
Nearly 1,000 guests filled 
the 100 tables set out in a 
public housing estate car park in Jeyaret- 
nam's working-class constituency. After 
entertainment by Chinese lion dancers, 
Indian snake charmers and Malay drum- 
mers, the S$20-a-plate dinner guests 
heard the opposition MP issue a call for 
more extensive parliamentary sessions 
and a restoration of the jury system. Juries 
were abolished in 1967. 

Jeyaretnam denounced as inflationary 
the recent government levies on motor- 
ists, which he said should have been taken 
up in the legislature rather than imposed 
by executive fiat. And he challenged the 












Jeyaretnam: counting the cost. 
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this state will be eager to acclaim and’ | 
ready to support an evening journal | 
whose aim will be to render the best ser- | - 
vice of which a newspaper is capable." f 

And there was an appropriate line-up | ' 
of bad news in that last edition: Dog- 
man jumps to his death; Warning on 
poison gas; Baby suffocated by 
mask; Brothers to be hanged; Sleep- | 
walkers commit murder. (However, 
Walker points out that The Stars 
garden writer insisted, perhaps less 
aptly, that “now is the time for sowing | 
seeds.") Қ. 

To repeat, there had been по real | 
Australian interest then about events in. | - 
Asia — in either The Star, its doomed | 
sister paper The Argus or its invincible | - 
rival The Herald. But my mate, Cyril к 
Pearl (now a distinguished author and | - 
historian), wangled ап instructive i 
January 1935 telephone interview for 
The Star with the chief of Hitler's 
Foreign Press Department, after 
800,000 Germans of the Saar had voted 
for the territory’s return to the Father- 
land. 4 
"No," said the Nazi PR boss. "You | 
cannot speak to Herr Hitler. He is rêst- | 
ing with his sister." a 

Pearl reported that he was astonished 
by this [incestuous?] revelation, but was | 
too gentlemanly to pursue it. 

"Dr Goebbels then?" he suggested. 

"Sorry, he has just gone out," said the 
Nazi, adding deadpan: *But the Fuhrer 
wishes me to tell you that he wants to live 
in peace with the world and especially 
with Australia — and The Star." 



















government to hold by- _ 
Ê elections to fill the par- - 
£ liamentary seat left vacant _ 
* by the recent death of Hon _ 
Sui Sen, the republic's: 
veteran finance minister, _ 

But such a poll seems _ 
unlikely in light of the — 
government's announce- 
ment that parliamentary. 
functions in Hon’s consti- 
tuency would be taken 
over temporarily by 
another incumbent MP. 
until the next general 
election, probably in 1986. Under Singa- _ 
pore's election laws, there is no limit on 
how long a parliamentary seat can remain 
vacant — a denial, Jeyaretnam charged, — | 
of constituents' rights to effective par- 
liamentary representation. 

After the celebratory dinner, Jeyaret- 
nam and other party officials passed 
among the guests taking up a table-to- 
table collection. Donors stuffed their 
banknotes — mostly small bills — into a 
slot in a locked metal box, which would bê | 
turned over unopened to official receivers 
under the bankruptcy code. [г] 
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Military leaders are expected to succeed in a second 
attempt to give the army a leading constitutional role 


By John McBeth 


Bangkok: It now seems only a matter of 
time before army strategists renew their 
bid to change the Thai Constitution and 
give the military the leading role in chart- 
ing the political and social reforms they 
consider necessary to destroy the roots of 
the Communist Party of Thailand (CPT) 
and cure the nation’s ills. If they are suc- 
cessful, it will effectively return to the 
military the political powers it once en- 
joyed. 

Two key amendments which sought to 
retain the senate’s full legislative powers 
and clear the way for serving military and 
civilian officials to hold cabinet posts were 
narrowly defeated in parliament іп 


March, after an unprecedented campaign 
to force them through by army command- 
er Gen. Arthit Kamlang-ek; the then as- 
sistant chief of staff for operations, Lieut- 





Defence Ministry: soldiers still seek a say. 


Gen. Chaovalit Yongchaiyut, and Ist In- 
fantry Division commander Maj.-Gen. 
Pichit Kullavanich. 

At that time, some senior officers 
warned it was inevitable that the issue 
would be raised again and there is now 
compelling evidence they were correct. 
Political sources say they are unlikely to 
fail this time, given that the upper and 
lower houses of parliament still sit in joint 
sessions on constitutional matters. Two 
factors led to the amendments falling 10 
votes short in the March 16 ballot. One 
was the army’s refusal to strike a deal with 
Pramarn Adireksarn’s Chart Thai party 
over a new electoral system for the sub- 
sequent April 18 general election. The 
other was the decision of Arthit and 12 
like-minded officers to resign from the ap- 
pointed upper house, the senate, before 
the vote to demonstrate what they called 
their “pure intentions" — a move that 


"made the difference between winning and 


losing the Vote. 

Significantly, Prime Minister Prem Tin- 
sulanond's secretary, Lieut-Gen. Chan- 
tharakupt Sirisut, was quoted in early 
November as saying the constitution did 
not need any revision. He said that in its 
present form, the charter guaranteed 
democracy by ensuring free elections. The 
retired police general did not indicate, 
however, whether he was reflecting his 
own views or those of the man he serves. 

Chart Thai was edged onto the opposi- 
tion benches in post-election manoeuvr- 
ing, even though its 108 seats represent 
the largest bloc in the 324-seat lower 
house. It has made no secret of being dis- 
gruntled over being left out in the cold, 
and reports that Chaovalit, now deputy 
chief of staff, has been having private con- 
tacts with Chart Thai leaders have fed 
speculation that a deal may be brewing 
which would affect the current composi- 
tion of Prem's ruling coalition. 


р Premier Pichai Rattakul's Dem- 
ocrat Party, one of the four coalition 
partners, is certain to continue its firm op- 
position to the proposed amendments. 
The same line is also likely to be taken by 
Social Action Party leader Kukrit Pramoj, 
though insiders say he will be unable to 
rely on the loyalty of the party's northeast- 
ern wing, which feels it did not get a fair 
share of the cabinet posts when the cur- 
rent Prem government was formed. The 
two other government parties, Communi- 
cations Minister Samak Sundaravej's 
Prachakorn Thai and the National Demo- 
cracy Party of former prime minister 
Kriangsak Chomanan, could prove more 
malleable. 

Much speculation surrounds the at- 
titude of Prem, weighed against the ambi- 
tions of Arthit, who in September became 
the first military chief since the early 1960s 
to hold the dual posts of army commander 
and supreme commander. Political 
sources close to the ruling coalitién claim 
Prem has voiced private opposition to the 
constitutional changes, on which he took a 
noticeably neutral public stand in March. 

The premier, however, is not given to 
confrontation and, leaving his possible 
resignation aside, if he does frown on the 
army's actions it is doubtful he would 
come out firmly into the open or go to the 
extent of dissolving parliament, as sources 
suggest. The Supreme Command chief of 
staff officers, Gen. Harn Linanond, a 
former Prem aide, has few such qualms. In 
a statement certain to anger Arthit, he 
said recently that the proposed amend- 
ments were intended only to benefit a 
favoured few and would bring a return to 
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To get the right answers from a 
computer, you have to ask the right 
questions. But what are the right 
questions? 

Most Management Information 
Systems won't help very much. 
Because with most MIS's, you can't 
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be programmed. No program, no data. 
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MAPPER does what no MIS has 
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Ask a question, get an answer. If 
that prpvokes another question, fine. 
Ask it. 

In this way you investigate options. 
Examine "what if" scenarios. Browse 
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The fact is, MAPPER can increase 
managerial efficiency at all levels 
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his own customized reports whenever 
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a programmer. 

If all this sounds a bit too good to be 
true, we invite you to try our 
"MAPPER Challenge." Give us a cur- 
rent problem where lack of infor- 
mation is the major obstacle, and we'll 
give you the opportunity to solve it — 
hands-on, at a computer terminal, 
with MAPPER. 

For hands-on experience that could 
forever alter your professional effec- 
tiveness call our marketing office. In 
Singapore call 224 8333. In Hong Kong, 
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dictatorship. The feisty | 
S Jast year oh service and al on reco 
. аз saying he is interested in the premier- 
^ ship, claimed certain politicians and 
— labour leaders already support the amend- 
_ ments. which he believed would become a 
public issue again within the next three 
` months. 
Harn and Arthit have been at 
— joggerheads since Harn's open stand 
- against the constitutional changes early 
this year. His transfer in September's mili- 
tary reshuffle to the relatively inactive 
t he now occupies was widely seen as a 
~ symptom of the conflict between the two. 
` It is felt Harn's latest outburst may have 
—— been in response to his being assigned to 
-. work under the Supreme Command chief 
of staff, Gen. Pramote Thavornchan, a 
. development which was given wide and 
= speculative publicity in the Thai press. 
= Arthit has consistently denied he has 
— designs on the premiership. But the 
|. amendment permitting military officers to 
i hold cabinet posts would open the way for 
` him to assume the defence portfolio — 
| currently held by Prem — and give cause 
{ог even more debate over the incumbent 
me minister's future. Many Thai com- 
entators feel a change at the top is as in- 
evitable as the eventual passage of the 
constitution revisions, though in both 
С cases there is disagreement over the tim- 
ing. Some analysts are convinced the 
"move to open a special session of parlia- 
— ment is already under way; others feel the 
issue will not come to a head until the two 
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any new attempt to revive the constitution 
_ question. He may decide to keep out of 
- the newly charged controversy. The army 
'ommander adopted a low profile after 
he March vote and it was several months 
| before he reappeared with his usual fre- 
| quency in newspapers and on TV screens. 
"There have been contacts between the 
- army and the political parties, but so far 
- mo deal has been struck," one analyst says. 
— "The army is definitely considering [the 
ў constitutional amendments], but it is 
| going to move slowly and carefully.” 


' 

E! Eo is clearly called for if the military 
(0 WQ wants to steer away from overt sabre- 
rattling and engineer its wishes, rather 
` than force them on a population already 
familiar with uniformed autocracy. But 
there have been several indications that 

_ the army is back to reviving the constitu- 

` tion issue. Probably the broadest hint of 

—— all was dropped by Chaovalit when he told 

| a meeting in late October of 900 top gov- 

| ernment, military, police and civil service 

officials that military successes against the 

k CPT had not been matched by peaceful 
political progress. 

The bespectacled general is a hard 
worker who has had at least one recent 
hospital confinement for high blood pres- 
sure. He is widely regarded as the key fig- 
ure behind a broadened interpretation of 
a 1980 government policy guideline 
known as 66/2523. This places politics be- 
fore force in battling communism. His 
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end in terms e political and social dev: 
lopment. Harn sees it differently. “The 
prime movers behind this are trying to 
stress that such an amendment would be in 
line with the 66/2523 policy to fight com- 
munist insurgents," he said. "But that's 
pure opportunism, which will only create 
more confusion in the public's mind." 

Clues to what lies ahead are contained 
in a 66-page manifesto, released in 
Chaovalit's name at the time of the Oc- 
tober meeting and carrying an introduc- 
tion by Arthit. It is understood that the 
document was drawn up by an Internal 
Security Operations Command (ISOC) 
strategist, Maj.-Gen. Rawee Wanpen, 
one of the leaders of the progressive 
Democratic Soldiers group, with consi- 
derable input from a long-time ISOC ad- 
viser and a former CPT central committee 
member, Prasert Sapsoonthorn. 

Among other things, the manifesto calls 
for the abrogation of the anti-communist 
law and its replacement by a new national 
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Guerillas surrender: more action urged. =ч" 





security law, a draft of which has been 
under critical scrutiny in the National Sec- 
urity Council for the past year. It also re- 
commends abrogating or amending provi- 
sions to electoral and political party legis- 
lation “in accordance with democratic 
principles,” and seeks changes to the con- 
stitution “as concerns political parties, 
etc.” — deliberately vague wording which 
could be applied to anything. 

The document complains that in the 
past six months — effectively the period 
since the new Prem administration was 
formed — no political advances have been 
made. “The real obstacles,” it says, “are a 
lack of understanding in combating com- 
munism at all levels of strategy and a lack 
of authority to carry [the policy] out.” 

Ominously, the military appears to feel 
the blame for this falls on the political par- 
ties. “At present there are many voices 
saying that the sovereignty of the masses is 
in the hands of the political parties which 
do not understand, nor are they interested 
in, the problems of the fight to defeat com- 
munism,” says one particularly bitter 
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increases day to day [to the point] where it 





might reach a crisis.” 

The document maintains that the armed 
forces are meeting “momentous obsta- 
cles” in their political struggle against 
communism. As a result, it says, “certain 
persons have suggested that there should 
Беа new organisation with true power and 
pure power to step in and act as the 


;people's representative . . . It would be a 


provisional organisation holding popular 
sovereignty which would ensure the 
specified objectives are obtained." 


he inherent warning has not gone un- 

noticed. During the constitution de- 
bate early this year, Arthit dwelt heavily 
on "upgrading" the military-dominated 
senate, an appointed body he considered 
was best equipped to develop a demo- 
cratic system in Thailand. Only a few days 
before the March vote, SAP leader Kukrit 
published a chart he obtained from so-far 
unidentified sources which outlined а 
proposed new administrative structure for 
the kingdom. The chart made no provi- 
sion for a lower house and instead trans- 
formed the senate into a single legislature 
made up of members drawn from all sec- 
tors of society, including political parties. 

Chaovalit and other army strategists 
know that while policy order 66/2523 
played its part in accelerating the collapse 
of the CPT, the real causes of the party's 
fragmentation are rooted in serious inter- 
nal conflicts and the fallout from the 
China-Vietnam split. The manifesto 
underlines this point. It says 66/2523 has 
only been implemented so far on a superfi- 
cial or tactical level and if nothing is done 
to carry it further, “it will lead the masses 
and fronts — even more than before — to 
go back to the CPT." 

Attention is drawn to problems of class 
inequality, Muslim separatism, so-called 
dark influences and ethnic hilltribe 
minorities and to a lack of progress in land 
reform and local development program- 
mes, which the military says must be re- 
duced or neutralised if authorities are to 
eliminate the conditions under which the 
CPT blossomed in the first place and 
which may allow it to do so again. With the 
CPT's armed struggle effectively crushed, 
the basic aim now, according to the docu- 
ment, is to draw the party into peaceful 
political confrontation in the form of a 
leftwing democratic movement. The 
white paper makes it clear that military 
operations are still necessary to knock out 
residual CPT base areas, which exist in 
northern areas along the Lao bogder, in 
the lower part of the northeast and in the 
southern panhandle. 

Army intelligence now estimates there 
are only 3,000 armed guerillas operating 
in Thailand, down from a peak strength of 
12,000 four or five years ago, with 5-600 in 
the central region, 3-400 in the northeast, 
4-500 in the north, and 1,600-1,750 in the 
south. The southern figure is probably ar- 
tificially high because of the inclusion of 
Muslim separatists and elements of the 
Communist Party of Malaya. 
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The 18 carat Parker Premier fountain-pen 
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Yet the work that goes into the nib makes 
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Each nib takes us three weeks to make. 
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We sculpt this tip by hand, to achieve what 
one Parker forewoman has memorably called 
“the baby’s bottom” 
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The nib of our 18 carat Premier fountain- 
pen will cost you approximately $2,500. 
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Serious films make the break 
into commercial success 


By Jamal Rasheed 


Bombay: The Indian film industry, long 
envied for its money-making abilities «but 
rather looked down upon by critics for its 
sheer commercialism, is at lasttaking Śri- 


ously the nation's new-wave сіпета,. 


which has been struggling for more than 
a decade to find both finance and a 
market. 

It is true that most Bombay films are 
still big-budget commercial films with at 
least six songs, a heroine who dances her 
way through the first half and cries 
through the second, and macho heroes 
who fight off the crooks and get the girl, 
while the serious cinema, which makes 
films on shoestring budgets of often less 
than Rs 1 million (US$100,000), used to 
have great difficulty finding both finance 
and distribution. In the past few years the 
National Film Development Corp. 
(NFDC) has changed all that by helping 
young directors with finance at low rates 
of interest. 

Although it is a government organisa- 
tion, it has just financed what is consi- 
dered the most controversial film made in 
the country, Govind Nihalani’s Ardh 
Satya (Half-truth), a frank exposure of 
police corruption in India. Nihalani won 
great acclaim two years ago at the London 
Film Festival with his first feature, AK- 
rosh, but it needed that foreign exposure 
to get his talent recognised in his home- 
land. 

This is a familiar pattern in India's seri- 
ous cinema. Bengali director Satyajit Ray 
has won fame all over the world with his 
Apu trilogy and other sensitive depictions 
of Indian life, but his films never com- 
manded a large audience at home. Clearly 
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things have changed now. Cinemas show- 
ing-serious:films are full. 

By far the biggest audience for these 
new films'are wómen, and two relatively 
new actresses; Shabàna Azmi and Smita 
Patil have gone out of their way to break 
the stereotyped image of the long-suffer- 
ing Indian woman. Shabana Azmi, a Mus- 
lim, is the daughter of Kaifi Azmi, опе of 
the Subcontinent's leading Urdu poets. 
Trained at the Pune Film Institute, she 
made her name as an actress in small- 
budget films, but her popularity is now so 
immense that offers are pouring in from 
commercial directors. 

She stars in the second important film to 
be released this winter, Mandi (Market) 
which is directed by Shyam Benegal and is 
a social satire about prostitution in 
Hyderabad, one of the oldest and most 
cultured of Muslim cities in India. In a 
mixture of gothic humour, slapstick 
comedy and social comment, Shabana 
Azmi as the madame of a brothel shows up 
the hypocrisy and contradictions in the at- 
titudes of middle-class Indians. 

Smita Patil was directed by Nihalani in 
Akrosh and Ardh Satya. Her latest film is 
Umbartha (Threshold), in which she plays 
the harassed superintendent of a women's 
remand home, forsaking husband and 
family to combat the humiliation and op- 
pression that Indian women have to go 
through if they become outcasts from the 
patriarchal family system. She told the 
REVIEW that it was the first film to deal 
with such sensitive issues as bride-burn- 
ing, lesbianism and wife-beating. 
| Smita Patil lives at home with her fami- 
ly, who are committed socialists. She avoids 
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the jet-set lifestyle of Bombay's com- 
mercial film stars and instead has sunk 
money and effort into a women's centré in 
a slum area of Bombay where runaway 
girls and women can get help, legal aid and 
shelter. Her talk of cinema is punctuated 
with comments on the status of Indian 
women and the rise of feminist conscious- 
ness in India. Now 27, she was a 21-year- 
old TV newsreader when Benegal picked 
her to star in Bhumika, in which, signific- 
antly, she played a film actress of the 1930s 
who rebels against the star system. 

She told the REVIEW that she fights with 
scriptwriters and directors to give 
women's roles more depth, better 
dialogue and more substance. "The 
tragedy for our women," she said, "is that 
they love suffering and when they go to 
see commercial films they tend to identify 
with the women stars who are ill-treated 
by their husbands or lovers. I would like to 
see Indian women break out of this 


| mould." 


Both she and Shabana Azmi starred in a 
film which broke new ground by treating a 
serious subject on a commercial scale. 
Arth shows a wife not waiting patiently 
while her husband fooled around with à 
neurotic mistress, but leaving home and 
taking a lover for herself. She then adopts 
an orphan (another rarity in both Hindu 
and Muslim families) and starts out in а 
fresh life of her own without any perma- 
nent male attachment. 

Arth demonstrates how commercial 
producers are now trying to cash in on the 
growing sensibility of Indian audiences, 
particularly women, and using the new 
generation of film stars to reach the maxi- 
mum number of people. 


hese new feminist film stars are also con- 

scious of the fact that they have to get 
themselves better known through com- 
mercial films so that audiences will go to 
see them in low-budget movies. When it 
opened, Arth played to packed houses in 
Bombay. Not surprisingly the majority of 
the audience were women. Smita Patil’s 
brooding, sensual beauty has earned her 
the title of the Jeanne Moreau of Bombay 
cinema and after auditioning her for the 
role of Mahatma Gandhi's wife in the film 
Gandhi, British director Sir Richard At- 
tenborough is said to have remarked that 
he could not take her on because audi- 
ences would never believe that Gandhi 
could remain celibate with a wife like her. 

Male new-wave stars like Naseerudin 
Shah and Om Puri are also commercial 
successes now, though they made their 
way up through low-budget movies. Om 
Puri, star of Akrosh and Ardh Satya, is ће 
exact opposite of the glamorous film star 
image. When he was 12 he was thrown out 
of his home for being too ugly. He edu- 
cated himself, and played bit-parts in 
theatre groups until he went to the Pune 
Film Institute with his friend Naseerudin 
Shah. He said in an interview that acting in 
India has never been taken seriously and 









uld make people sit up and think rather 
_ than make money for himself. Both Om 
— Puri and Nasserudin Shah star in Mandi 
3 and Ardh Satya and it is obvious from 
— talking to them that this new generation of 
stars and directors forms a closely knit 
group, acting for little money in each 
` other's films. 
— — The message that other Third World 
| governments should take from all this is 
the unexpected boost that the Indian Gov- 
ernment is giving to these films, many of 
"which are directly critical of the state. This 
r NFDC is financing seven films. A 
pokeswoman for NFDC, Mangla Chan- 
, told the REVIEW that the key to the 
whole business was setting up a distribu- 
_ tion network through government-con- 
_ trolled cinemas. Only then could the grip 
the commercial cinema be broken. 
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Steven Тео 
а: If glittering Hollywood repre- 
‘sents the top end of the celluloid spec- 
trum, Indonesian film-maker 


ationalism. Newly independent and 
merging countries expect their artists to 
xpress the most typical and outstanding 
ultural features of their homelands. 
However, though Teguh is most atten- 
- tive to this role, the style of his films is not 
much explicitly Indonesian as broadly 
Asian. For example, his treatment of 
family and home situations — a recurring 
theme in his screen works — is very similar 
- to the approaches taken by Japanese 
- melodrama specialist Yashujiro Ozu and 
the late Chinese director Zhu Shilin. 
Asian families in cinema are constantly 
ame pied with the traditions and be- 
Es. олса patterns that ultimately deter- 
- mine their destinies. Ozu's and Zhu's 
| films emphasise Confucianism: Zhu's pat- 
_ riarchs must always maintain face, often 
| when the economic odds are stacked 
against them; Ozu's are depicted stoically 
struggling against the menacing threat of 
_ family break-up under steamrolling indus- 
trialisation. 
|. Teguh's equation shows families bound 
Бу tradition but, at the same time, asks 
‘whether the bonds are strong enough. 
E oreover, his films embolden the theme 
of struggle: conflict, between successive 
generations, between husband and wife, is 
omnipresent. Ranjang Pengantin (The 
Wedding) and Badai Pasti Berlalu (When 
the Storm is Over), are clear examples of 
the importance Teguh attaches to the 


act in films which - 


rates, or he can sell the end result to 
NFDC for distribution. The government 
also set up the Pune Film Institute which 
has now trained thousands of technicians 
and actors. Now a good proportion of the 
urban masses are seeing serious films, at 
least occasionally. Many of them do so be- 
cause they come to see the stars or the new 
sexual realism. 

The problem is that these films have yet 
to find an audience in the countryside. 
There the grip of the commercial produc- 
ers is total. But considering the dramatic 
changes that have occurred in the cities in 
just a few years, very soon Smita Patil's 
pleas against bride-burning could get a re- 
ceptive audience of peasant farmers and 
their wives throughout the nation. 


theme. Further emphasis is applied by 
means of undercurrents of pessimism — 
that relationships, once undertaken, can 
never be harmonious. The call from the 
screen is for reform. His ‘view of 
sexual relationships is’ one of misfor- 
tunes. It sees sex breeding guilt and result- 
ing in misunderstanding and tragedy. In 
Teguh’s films, the young are not seen to 
enjoy sex — they have to be satisfied with 
declared yet unconsummated love. 

In his films sex is seen as the right- 
ful domain of the elder generation; 
though, again, misfortune abounds. The 
father in Wajah Seorang Laki-Laki (Bal- 
lad of a Man) — Teguh's first and most ar- 
tistic work — discovers to his cost when he 
loses his son that promiscuity, even if it is 








responsibility. Puritanism, in 
the context of the Indonesian family, is 
equated with virtuous family responsibil- 
ity. But, under Teguh's direction, sex is 
very much cast as a primal force. The hero 
of Ballad of a Man becomes estranged 
from his father, strongly disapproving of 
his father's sexual frolics, and leaves 
home. Yet the son's own desires — for 
another man's wife — throw him onto the 
same level as his father. Through a process 
of disengagement from the family, the son 
meets an untimely death, but not before 
being spiritually broken: sex, guilt, con- 
flict, tragedy — Teguh's formula is com- 
plete. 


I Ballad of a Man and November 1828, 
there is the added dimension of political 
awareness of the family as forming part of 
a national polity. In both films, the pro- 
tagonists are confronted with the question 
of racial identity: their heritage is one that 
most Obviously does not derive from an 
observance of sexual puritanism, rather it 
evolves through miscegenation. The hero 
of Ballad of a Man is half-Portuguese and 
in his search for identity, he allies himself 
with a group of revolutionaries fighting 
the Dutch. The half-native, half-Dutch of- 
ficers of November 1828 suffer from being 
the colonialist army subjugating a 
Javanese village; some from this half- 
breed band are converted to a belief in In- 
donesian nationhood and fight for the 
cause in Dutch officers’ uniforms. 

olitical consciousness also grows from 
the family and where the protagonists are 
of mixed race, their struggle to belong to 
the land and society in which they live is all 
the more acute. Eurasian characters are 
featured in three of Teguh’s works — the 
two “political” films and Kawin Lari (The 
Elopement). Mixed-blood heritage is pit- 
ted against native, specifically Javanese, 
traditions, the latter denoting the current 
of racial and political commonality — an 
awakening of nationalism. But Teguh, to 
his credit, through his Eurasian charac- 
ters, makes the point that a national polity 
does not mean racial homogeneity. 

A local craftsman then, drawing from 
the broader Asian canvas, Teguh en- 
deavours to approximate Indonesia’s di- 
verse multi-ethnic culture, but with some 
specific strokes of Indonesian brushwork. 
Although local drama, for example, is not 
integrated into the film as an identifiable 
component, there are flashes of local 
theatrical and literary elements. Teguh 
draws inspiration from — and incorpo- 
rates detail of — Javanese dance and 
music and wayang (drama), though fnod- 
ern theatre, where he continues to work, 
is a more dominant influence on his style. 

Teguh succeeds in delineating a pro- 
gressive, if also pessimistic, vision of In- 
donesian society. As the director puts it: 
“1 am very conscious that we are an 
awakening country. I don't say we are a 
‘developing’ country, or a "Third World’ 
country. Before we slept. Now we are 
awakening." In this declaration of social 
and political consciousness lies Teguh's 
artistry. 


NOVEMBER 24. 1983 e FAR EASTERN ECONOMIC REVIEW 


AUTOBIOGRAPHY 


Rooted in eccentricity 


Running in the Family by Michael On- 
daatje. Gollancz. £7.95 (US$12). 


SRI Lankan-born Ondaatje, now estab- 
lished as a writer in Canada, returned to 
his homeland to search for his roots, for 
want of a better phrase. And what he 
found out about his strange — one might 
say weird — Dutch-Sinhalese-Tamil fami- 
ly makes for fascinating and sometimes 
hilarious reading. 

Some of the family’s eccentricity is re- 
flected in the highly picaresque style of the 
book, which jumps from a descriptive 
diary of present-day Sri Lanka, to snatches 
of poetry, to childhood reminiscence, to 
family interviews and anecdotes with 
breathtaking suddenness, so that reading 
it is like being a passenger on one of the 
drunken drives along Sri Lanka's hill roads 
that he describes so well. 

The Ondaatje family was, and still is, a 
leading light in Sri Lankan society. But 
during the period the book concentrates 
on — the 1930s and 1940s — it was un- 
doubtedly eccentric. Ondaatje's father, 
for instance, was a drunk of heroic propor- 
tions, banned from the railway network 
after hijacking a train taking him to a mili- 
tary hospital (and knocking out his escort, 
prime minister-to-be John Kotelawala). 

He also conducted a running feud with 
Sammy Dias Bandaranaike (a relative of 
another prime minister-to-be), which con- 


sisted largely of writ- 
ing insulting messages 
about each other in 


resthouse visitors’ 
books. This started 
when Bandaranaike 


wrote a half-page in 
one visitors' book com- 
plaining about almost 
everything — badly 
made drinks, poorly 
cooked rice, bad beds. 

Ondaatje's father, 
who left the same rest- 
house a couple of 
hours later, added: 
"No complaints. Not 
even about Mr Ban- 
daranaike." From then 
on they conducted a 
war of words, which is 
memorialised to this 





‘What we think of married life.’ 





day in an instruction on 
resthouse visitors’ books that only con- 
structive criticism is acceptable. 

Those are only two of the many inci- 
dents which Ondaatje uses to build up an 
ultimately very touching picture of a fami- 
ly which, for all its faults, was that rare 
thing, a real family. Its essence is perhaps 
encapsulated in a photograph of his 
mother and father making goonish faces at 
each other, captioned by his father: "What 
we think of married life." 


WARFARE 


Cold water on yellow rain 


The Yellow Rainmakers: Are Chemical 
Weapons Being Used in S.E. Asia? 
by Grant Evans. Verso Editions, Lon- 
don. £3.95 (US$6). 


ONE of the most controversial aspects of 
the latest conflicts in Indochina is the con- 
stant barrage of accusations made against 
Vietnam, Laos and the Soviet Union con- 
cerning use of chemical weapons, in parti- 
cular, the so-called yellow rain. Although 
the United States claims that chemical 
warfare dates back to 1975, the first re- 
ports of its use did not appear in the press 
unti) the end of 1978. Since then, the con- 
troversy has gained considerable momen- 
tum. 

In 1979, the US State Department 
claimed to have clear proof of the use of 
chemical weapons, though there were 
many — not only journalists but also sci- 
entists — who cast doubt on the American 
claims.. Scientists continue their heated 
debate — a debate made all the more dif- 
ficult not only by the controversial politi- 
cal aspects but by conflicting evidence on 


————_ 
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the natural occurrence of the poisons. The 
yellow rain which Vietnam is alleged to be 
using is trichotecene mycotoxins — a 
toxin normally produced by the fungus of 
the fussarium genus, The problem is that 
very little study has been conducted on its 
existence, especially in tropical regions 
such as Southeast Asia. 

The Yellow Rainmakers adds a further 
voice to the debate and stands apart from 
much of the writings on the region. What 
is particularly remarkable is that Evans, 
an Australian sociologist, has had to in- 
volve himself with a knowledge of re- 
gional politics and the position and life- 
style of the Hmong, the group said to have 
been hardest hit by yellow rain, along with 
some knowledge of biochemistry. The re- 
sult of all this research is an outstanding 
work — one of the great books to deal 
with the latest conflict in Southeast Asia. 
It is objective, prudent and thorough — a 
well-rounded analysis. Against all the 
“evidence” of chemical weaponry use. 
Evans discusses the results of research car- 
ried out on yellow-rain samples by the 









Ondaatje comments: “Everything 
there, of course, Their good looks b 
the tortured faces, their mutual humour, 
and the fact that both of them are hamsofa _ 
very superior sort. The evidence I wante 
that they were absolutely perfect fore 
other. My father’s tanned skin, | 
mother's milk paleness, and this theatre of - 
their own making. 1 

“It is the only photograph I have four 
of the two of them together." — — M. Mack — 


E 

Australian Ministry of Defence which 
concluded that the samples were faked. — 
And he concludes: “However, the discov- 
ery of fabrications certainly allows for the 
possibility that the ‘yellow rain" story is а 
misinformation campaign.” S 

Although he does not exclude the use of — 
chemical warfare by Vietnam, Evans feel 
that it is highly unlikely. From his ca 
analysis, he draws the conclusion that the — 
stories from Hmong of aircraft dropping _ 
yellow rain, are morê’ likely rooted in 
some mass-hysteria rumour among the - 
backward and superstitious Hmong. 

But the biggest impact of Evans’ study — 
will come from the revelations of hasty, _ 
unscientific and often propagénda-moti- 
vated work by some American research- 
ers. He notes, for instance, that there - 
was very little crosschecking and thal 
there was no screenitig of the witnesses’ _ 
social and political backgrounds. 4 

One thing that is clear is that after this — 
book's publication, defenders of the - 
chemical-warfare theory will have to pro- 
duce far more Satisfactory scientific evi- 
dence than they have so far. The Yellow — 
Rainmakers is too scientifically objective 
to be excluded from this controversial de- 
bate. WILLY van DAMME % 












_ pre-stressed concrete-cylinder pipes . 





- Concrete Industrial Co., a sub- 
'Sidiary, with technical assistance 


_ the waterway. 


_ from underground 





South Korea wins the world’s biggest civil-engineering package 


The Green Revolution 


By Paul Ensor 


Seoul: Dong Ah Construction Co. chair- 
man Choi Won Suk was in Tripoli in early 
November to sign a US$3.3 billion con- 
tract between a consortium of Dong Ah 
and two of its subsidiaries and the Libyan 
Government to build a 1,900-km. water- 
way connecting north and southeastern 
Libya, thought to be the largest single 
civil-engineering project ever under- 
taken. Dong Ah won the contract after 
two-and-a-half years of secret negotia- 
tions, involving more than 20 clandestine 
trips to Libya by Choi, during which time 
Dong Ah was competing with 30 top firms 
from the United States and Western 
Europe for the deal. 

In addition to the construction of 
the waterway, Dong Ah will build 
two plants to produce the 253,000 


through which the waters of the so- 
called Great Man-made River Pro- 
ject will flow. The cylinder pipes, 
each 4 ms in diameter and 7.5 ms 
long, will be made by Dong Ah 


from Price Brothers of the US. The 
pipes and other building materials 
will be transported by Korea Ex- 
press, another Dong Ah subsidiary, 
along a road to be built parallel to 


The Dong Ah contract, which 
during the negotiating period was 
code-named R-Operation, is the 
first part of a huge, three-stage 
scheme aimed at transporting water 
reserves in 
southeastern Libya to the coastal 





massive deal with Libya almost doubles 
this figure. 

Organisation of the Libyan project al- 
ready is well under way. Company sources 
estimate it will take approximately 14 mil- 
lion manedays to complete, at its peak re- 
quiring 12,000 labourers. Whether these 
labourers will all be South Korean, or will 
include some drawn from Libya or a third 
country — a growing trend among South 
Korean contractors owing to the increas- 
ing relative cost of South Korean labour 
— is not settled yet. South Korean pro- 
ducers of construction machinery and 





As one source put it: “Dong Ah was 
squeezed on price, but it squeezed hard on 
terms.” Although full details of the settle- 
ment are yet to be released, company 
sources indicated that the progressive- 
payments system the two sides agreed to is 
tightly arranged and it is hoped that the 
cash flow — with payments scheduled to 
be made ona tri-monthly basis in irrevoca- 
ble letters of credit — will minimise Dong 
Ah’s borrowing needs. 

The Great Man-made River Project has 
brightened what has been the gloomiest 
year in memory for South Korea’s over- 


i 
Kim: Gaddafi: a man-made river brightens the gloom. 








strip in the north where most of the 
country’s population is concentrated. The 
entire undertaking has been dubbed the 
Green Revolution by Libyan strongman 
Gen. Moammar Gaddafi. The waterway 
is planned to transport water at a rate of 4 
million tonnes a day to the cities of 
Benghazi and Sirte. 

Following completion of the waterway, 
which is expected to take six or seven 
years, the Libyans plan to start work on ir- 
rigation projects in the north to create 
1,200 sq. kms of high-quality farmland. If 
the first stage of the Green Revolution is a 
success, South Korean firms can expect an 
enhanced reputation with the Libyan 
Government when tenders for the later 
two stages open. Dong Ah is South 
Korea's fourth-largest construction com- 
pany in terms of assets and is also ranked 
fourth in terms of total overseas contracts 
undertaken at the end of 1982, with a total 
of US$3.4 billion-worth of projects. The 


supplies clearly will benefit from Dong 
Ah's procurement for the project, but the 
firm has estimated that US$600 million- 
worth of supplies will have to come from 
overseas; offices will shortly be opened in 
London with the sole purpose of making 
foreign procurements. 


D the two-and-a-half years of 
negotiations, the South Korean Em- 
bassy assisted Dong Ah through its con- 
tacts with the Libyan Government; and 
Minister of Construction Kim Sung Bae 
travelled to Tripoli to attend the signing 
ceremony. According to industry sources 
here, a major reason for the length of the 
negotiations were disagreements over the 
terms of payments. With past problems 
which other South Korean firms have had 
in securing payments from Libya in mind 
(FOCUS, REVIEW, June 2), Dong Ah press- 
ed hard on this issue. 





seas contractors. The industry took off in 
the mid-1970s following the rise of Opec, 
when Middle Eastern oil-producing coun- 
tries were awash with money and plans to 
spend it on ambitious projects, but were 
short of the necessary building and en- 
gineering skills. South Korean contractors 
were able to supply the missing ingre- 
dients at very competitive prices. 

The tumbling price of oil early thés year 
seemed to signal the end td what had been 
a bonanza for the South Koreans. South 
Korea's overseas construction business is 
highly concentrated — for example, in 
1982, 80% of new contracts awarded were 
in three countries, Saudi Arabia, Libya 
and Iraq; the worsening fortunes of the 
latter in its war with Iran have added to the 
effects of falling oil revenues in cutting 
back demand for construction work. 

In the first.six months of this year, the 
value. of new contracts signed by South 
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Korean firms plummeted by 66% com- 
pared to the same 1982 period. While the 
overall picture is still of a shrunken mar- 
ket, Dong Ah’s contract means that the 
value of new contracts so far this year, 
US$7.5 billion, has reached around 70% 
that of a year ago. According to a recent 
statement by Kim, South Korean 
contractors are expected to win around 
US$10 billion-worth of contracts this year, 
compared to US$13.4 billion last year. 

The shrunken overseas construction 
market has left its mark on the industry, 
and though the prevailing mood following 
the Dong Ah deal is one of optimism, 
many firms are under a great deal of pres- 
sure. A large number of contractors, 
mainly smaller firms which frequently had 
acted as subcontractors to the larger con- 
cerns, have ceased to operate overseas. 
There were some 40-60 South Korean 
contractors in the Middle East three years 
ago; there are now around 20. Many of the 
larger, more highly leveraged firms have 
found themselves under increasing strain 
in one of the industry's perennial weak 
spots — financing. 


Fx the past two years, borrowing levels 
of construction firms typically have 
been above the government's ceiling for 
the industry. The major South Korean 
banks are not permitted to lend to con- 
struction firms unless it is to finance a new 
project. This ban has contributed to 
serious financial problems. Firms in need 
of cash have either borrowed overseas or 
resorted to the kerb market, whose opera- 
tions have been severely shaken by the 
recent spate of financial scandals, pushing 
up kerb interest rates. 

Despite these problems, the new op- 
timism in Seoul seems to have some foun- 
dation. Whatever happens to the Middle 
Eastern construction market, the South 
Koreans are likely at least to hold their 
own, maintaining their current market 
share. Winning the largest civil-engineer- 
ing contract ever undoubtedly will boost 
the international standing of South Ko- 
rean contractors, both among potential 
clients and among contractors in indus- 
trialised countries with whom the South 
Koreans will be under increasing pressure 
to enter into joint ventures in order to up- 
grade their technological abilities. 

On the near-term outlook for the Mid- 
dle East construction market, one banker 
familiar with the region said: “Things are 
going? to get better now, rather than 
worse," with a number of opportunities 
opening in Saudi Arabia before long. The 
Saudis have weathered financial strains 
created by falling oil revenues better than 
they had expected, and appear to be ready 
to meet new obligations, as well as paying 
off some old ones. Several defence- and 
welfare-related projects are expected to 
be initiated or brought out of mothballs by 
the Saudi authorities soon, and South Ko- 
rean contractors will be competing 
fiercely for them. 
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By Hikaru Kerns 

Tokyo: Measures intended to 
strengthen the yen over the 
long run by liberalising the Ja- 
panese capital market and in- 
ternationalising the currency 
were among the concessions 
offered by the Japanese Government dur- 
ing United States President Ronald 
Reagan's recent visit to Japan. The yen 
was prominent in discussions between US 
and Japanese officials in preparation for 
the state visit, because US business has 
put considerable pressure on Washington 
to deal with what it considers an underval- 
ued currency which gives Japanese ex- 
ports undue advantage. 

None of the new measures will have an 
immediate and direct effect on the yen ex- 
change rate, but as the yen becomes in- 
creasingly accepted as an international 
currency it is expected that demand for it 
will rise, pushing up its value on foreign- 
exchange markets. 

An announcement by the Japanese 
Ministry of Finance (MoF) on November 
10 (agreed in advance with US Treasury 
Secretary Donald Regan) included а 
statement of principles. Among these is 
that the MoF will *assure the prompt and 
thorough implementation of measures 
which will further liberalise Japan's capi- 
tal markets, internationalise the yen and 
allow the yen to more fully reflect its 
underlying strength." This was thought to 
reflect a significant change in the Japanese 
Government's basic policy. 

Many of the MoF's specific measures 
will facilitate yen-based transactions and 
make it easier for foreigners to park their 
capital in yen. The measures which MoF 
announced it would carry out include: 

» Elimination as from April 1, 1984, of 
the "real demand" rule in forward-ex- 
change transactions. At present, it is 
necessary to prove there is a need based 
on a real business transaction, for example 
the submission of import documents, be- 
fore a businessman is allowed to engage in 
forward trading. The change will permit 
businesses to decide on their own whether 
forward trading is needed and will also 
bring in more parties to the market, 
making forward trading less volatile. 

» Submission of a bill in the next ordinary 
Diet (parliament) session (starting in De- 
cember) to reform the designated com- 
pany system, after consultation with other 
administrative agencies. At present the 
Japanese Government restricts foreign 
ownership in 11 companies which are felt 
to be special cases important to the na- 
tional interest. This ruling has been used 
in the past to prevent foreign takeovers. 

» Submission also in the next ordinary 
Diet session of a bill to enable issuance of 
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Japanese officials announce a package of yen-strengthening 
measures to coincide with the US president's visit 
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foreign-currency-denominated national _ 
bonds abroad, or what will popularly Бе — 
called “Nakasone Bonds." These will re- - 
sult in capital inflows, to help strengthen _ 
the yen. E 
» Acceleration of a study concerning t 
establishment of a yen-denominat 
bankers' acceptance market, a vehicle 
foreign short-term investment in Japa 
financial markets. 

In addition, the MoF announced min 
changes intended to encourage foreign: 
to participate in Japanese capital 
These include the goal of lowering 
minimum denomination of certificates. 
deposit (CDs) to ¥300 million (U 
million) from the current level of ¥3 
million, effective from next January. 
МОЕ also will seek to enlarge the ceiling 
on each bank's CD issues as from 
April and will ease guidelines on the is: 
of Euroyen bonds by residents. The тї 
try will *review" the withholding tax o 
terest earnings on Euroyen bonds h 
non-residents. 

In October the MoF decided to lift 
ceiling on yen-denominated offs 
loans by Japanese financial institutions 
The restrictions were imposed because И 
was thought they would help reduce capi- - 
tal outflows, which had been a majo 
reason for a weak yen. In the second 
of fiscal 1982 (ended March 31), the 
limit on yen-denominated Japan 
offshore loans was ¥600 billion and for 


» 


the first half of fiscal 1983, ¥700 billion. | - 


t is not clear how effective the limit h 
been in supporting the yen, ho 
and MoF officials have now decided 
lifting the controls should help її 
nationalise the yen. There will probz 
continue to be scrutiny over Japanes 
banks' foreign lending in order to т 
tain a degree of stability: Any sudden ar 
large demand for offshore yen 10 
would tend to push the yen down in va 
These new measures are unlikely 
satisfy the demands of foreign b 
nessmen, but one market observer s 
“It’s a terrific step in the right direction. 
Foreign businessmen have also been I 
bying for deregulation of Japanese 
terest rates and, if necessary, joint inter- 
vention by the US and Japan to bring the - 
yen up to about ¥200:US$1. ; 
During the Tokyo visit, Japanese Fi- 
nance Minister Noboru Takeshita assured _ 
Regan that there are no discriminatory re- _ 
strictions under Japanese law on the ac- | 
quisition of Japanese banks by foreign: 
banks. He added that the laws govern ) 
acquisitions by foreign banks are identical 
with those for Japanese banks. In recent 
years, there have been several highly 








































EX m паеппеѕ Agi 
= takeovers — in addition to high share 
= prices and difficult-to-adopt Japanese 
cing techniques. 

apan and the US agreed to set up a 
t, ad hoc committee to study yen- 
аг exchange-rate problems,  co- 
chaired by Takeshita and Regan with a 
| working group at the under-secretary 
— level. This points to continuing discus- 
| sions on what makes the yen stay at a level 
= unsatisfactory to the US. 


_ > Paul Ensor writes from Seoul: 
.. Economic discussions during Reagan's 
- Visit here were cordial, despite the airing 
— Of various grievances on both sides. 
_ Reagan praised South Korea's import- 
eralisation programme, embarked 
earlier this year and under which 
of imports into the country will au- 
atically be approved by 1986. Wash- 
has, however, submitted its own 
f 32 items (including personal com- 
rs, carpets and cameras) which it 
ints liberalised as soon as possible. 
'ashington would also like to see 
er US participation in South Korean 
construction projects such as the 
| underground-railway system and in 
nuclear-power plants. The US side 
0 repeated complaints by US banks 
"operating in South Korea about the host 
profit-reducing new regulations im- 
sed on foreign banks in recent years. 
е US bankshave requested a senate in- 
in the US. 
South Korea, which currently is the 
— ninth-largest trading partner of the US 
E expects to move up to sixth place in a 
ple of years, would like to import more 
the US but not necessarily the same 
‘ods the Americans wish to sell. Seoul 
ould, for instance, like to buy up to 1 mil- 
n tonnes of liquefied natural gas a year 
m Alaska, as well as crude oil, but there 
US ban on such exports. The most that 
арап could offer during his visit was a 
е of US assistance with energy in the 
ent of a security emergency. 
Exports to the US also are a problem for 
ш. Some 46% of South Korean ex- 
to the US currently are affected by 
trictions of one kind or another. These 
nclude iron and steel products, textiles, 
;olour TV sets, machinery and tyre tubes. 
th Korean companies repeatedly face 
anti-dumping cases in US courts, Al- 
- though South Korea ran a trade surplus of 
| US$1.6 billion with the US in the first 
_ eight months of this year, concern is 
. mounting in Seou} over the upcoming re- 
пема! of the Generalised System of Pre- 
ferences (GSP). South Korea is the sec- 
ond-largest beneficiary of this scheme 
from the US (after Taiwan) but elements 
within the US Congress want to 
"graduate" these two countries — along 
— with Hongkong — off the GSP scheme. 
- Probably the best that can be hoped for in 
the wake of the Reagan visit is some com- 
promises and trade-offs on both sides on 
| Such issues. 
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China and Hongkong agree on joint development of a power 
station in Guangdong — with the territory providing the market 


By Teresa Ma 

Hongkong: The Hongkong Govern- 
ment's long-awaited decision to purchase 
electricity from a nuclear power station to 
be built in China's Guangdong province, 
just north of Hongkong, pressed the 


necessary button to launch China into the |. 


commercial nuclear age. Although the 
station will be on Chinese territory the 
burden of paying for its construction rests 
squarely on Hongkong. 

Hongkong's agreement to purchase the 
major part of the output of power is vital 
to the building of the nuclear plant, whose 
projected debt amounts to HK$32.4 bil- 
lion (US$4.15 billion). The 1,800-mw. sta- 
tion, to be located at Daya Bay, near 
Guangdong's Shenzhen Special Economic 
Zone (SEZ) is priced officially at HK$36 
billion, though an undisclosed Hongkon 
official estimate has it that the station wil 
end up costing about HK$4 billion less. 
Not included in the cost is an additional 


Jacobs: the government will help. 





HKSS billion for building a power-trans- 
mission system linking Hongkong to Daya 
Bay. 
The financing scheme calls for a 10% or 
HK$3.6 billion equity/90% or HK$32.4 
billion loan arrangement. Hongkong in- 
terests will subscribe to 25% of the equity 
and the Guangdong partner 75%. About 
two-thirds of the debt content is expected 
to be covered by export credits extended 
by supplier countries, with the balance to 
be met by commercial loans. Chinese nu- 
clear authorities have expressed the desire 
for the Bank of China, Peking's interna- 
tional banking organisation, to syndicate 
commercial loans of about HK$10 billion. 

Hongkong would effectively pay in 
foreign exchange for the power it bought 
from Guangdong. Not only would this 
help repay the foreign-exchange cost of 


Шад ео i ap oae nae um - 


importing technical know-how, equip- 
ment and personnel for the nuclear plant, 
it also would provide a source of revenue 
against which foreign loans could be sec- 
ured. 

Electricity sales to Hongkong would be 
accounted in US dollars, though actual 
payment could be in Hongkong dollars 
provided the exchange rate of the Hong- 
kong currency remained stable, said Peng 
Shilu, а vice-minister of water conser- 
vancy and electric power, who now heads 
the temporary Shekou office for organis- 
ing the plant's construction. (Shekou is an 
industrial district in Shenzhen SEZ.) 
Hongkong already is the source of some 
30-40% of the foreign-exchange earnings 
so vital to China's ambitious modernisa- 
tion programme. Hongkong has told the 
Guangdong government it is prepared to 
purchase up to 70% of the nuclear plant's 
total power output but is negotiating for 
flexibility in the offtake, which will be dic- 
tated by seasonal demand. 

The Hongkong Nuclear Investment Co. 
(HKNIC), а consortium, will be set up to 
partner Guangdong Power Co. in the 
building, commissioning and operation of 
the Daya Bay station, Hongkong Secret- 
ary for Economic Services Piers Jacobs 
announced on November 9. HKNIC, with 
financial assistance from the Hongkong 
Government — probably in the form of a 
loan, Jacobs said — is to supply HK$900 
million or 25% of the equity. Guangdong 
Power will contribute HK$2.7 billion to 
cover the other 75% of equity. 

However, the Chinese partner is ex- 
pected to subscribe its share in the form of 
land and labour (which are plentiful and 
ought in theory to cost much less than in 
Hongkong), as is customary with Sino- 
foreign joint ventures in China. But it is 
also customary for the Chinese to charge 
high prices for these provisions and one 
source remarked that the Daya Bay site is 
"quite expensive." Just the cost of level- 
ling the ground and installing basic 
facilities such as roads and waterpipes has 
been assessed at several tens of millions of 
US dollars, according to Peng. 

He also has indicated that these sums 
are attributable to the Hongkong-Guang- 
dong company which has yet to be set up, 
pending the formation of HKNIC. The 
Hongkong-Guangdong joint-venture firm 
will be based in Canton and therefore sub- 
ject to Chinese law. Under China's Sino- 
foreign joint-venture law, assets relating 
to the project will revert to Chinese own- 
ership at the end of the contract period 
which is 20 years in this case. 

The structure of HKNIC is being 
drafted on the assumption that Hong- 
kong's China Light and Power Co. will be 
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the nuclear project. Jacobs said other in- 
vestors would be sought. - | 

China's industrial modernisation ап 
soaring energy needs are the factors 
motivating Chinese officials who want the 
HKNIC-Guangdóng Power joint-venture 
company to be set up before March 1984 
and the nuclear station to be fully opera- 
tional by 1991. Oil, which now fuels 
China's power stations, is regarded as too 
precious to burn, especially as onshore re- 
sources are. quickly depleting while 
offshore oil will not be on stream until the 
end of the decade. Coal reserves are 
“ample but the commodity has an impor- 
tant export value, while hydroelectric 
power is acutely short in the southern pro- 
vinces, 





"Phe major source. of financing for the 
AM nuclear. power station will come from 
suppliers’ credits. China has signed un- 
binding documents with Framatone, the 
French nuclear consortium, and Britain's 
General Electric Co. (GEC), which will 
receive backing from their countries’ offi- 
cial export-credit agencies. Framatone 

_will supply the two 900-mw. pressurised- 
water reactors — the “nuclear island” — 

‚ based on technology derived originally 
from Westinghouse of the United States. 
Britain's GEC is hoping to sell equipment 
for the so-called conventional island, in- 
cluding turbo-generators. A feasibility 
stüdy conducted on the nuclear plant by 
China Light and Guangdong Power pro- 
duced earlier this year had indicative 
prices from Framatone and СЕС. Al- 
ready, Electricité de France (a state- 
owned utility) has been commissioned to 
design the overall layout of the station in 
cooperation with a number of Chinese de- 
sign. institutes, according to Peng, but 
.French diplomatic sources here would not 
confirm or deny the contract. Commercial 
loans will fund the balance after suppliers’ 
credits. 

Bankers hoping for business are eyeing 
closely the balance of the 90%-debt pro- 
file of the nuclear project against a 
backdrop of political factors. Borrowings 
for the project will no doubt be long-term, 
with repayments extending beyond 1997, 
when Britain’s lease on most of Hongkong 
will expire. China has repeatedly said its 

intention is to recover both sovereignty 
and administration of Hongkong in that 
year. Bankers will have to be assured that 
the post-1997 Hongkong will be capable of 
purchasing the electricity in a convertible 
currency which will then be used to repay 
foreign loans. The decision to buy is seen 
partly as a gesture to instil confidence in 
the future of the territory. 












To allay bankers’ fears, China may issue ' 
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| і h it the stipulatio that 
| Hong ower companies investing їп 
the nuclear project may not.count the new 
investment as net fixed assets in their 
books. By limiting the power companies' 
venture vill Gu | for: ы tax | fixed assets, the Hongkong Government 

he Daya Bay station. . treatment extended to foreign investors in | effectively controls the cost of electricity 
0 other technical details of | China’s SEZs. Such treatment includes | to consumers as their permitted returns 
pone the plant, the Hongkong Gov- | the elimination of: ‘duty on. imported | are restricted to 13.5% of the power com- 
ment still has to negotiate a package | equipment and raw materials directly | panies' net fixed assets under the present 
\ would ensure a reasonable tariff | linked to production, and an income-tax | Schemes of Control, which expire in 1993. 
holiday of up to five years. The cost of | The Daya Bay station, which will supply 
electricity to consumers will be considera- | 15-20% of Hongkong's projected energy 
bly higher if the joint-venture company is | needs, is to come on line in 1991. Ш 
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„pected to be up 20.5% in export value 


m a movers Ок over 1982 by the end of this year, palm oil 
a | | sU E 12.6% and natural gas 66%. Only saw 
' logs, sawn timber апа tin show declining 
umpur: Forecasts of real gross | ings to reduce the expenditure/revenue | export values — tin’s expected 13.3% fall 
‘product growth in a Malaysian | gap cannot be sustained. results from severe export controls, now 
y report released with the October Although disguised by large external | pegged at 39.6% of average annual pro- 
REVIEW, Nov. 3) may turn out | earnings between 1976 and 1980, other | duction (REVIEW, Nov. 17). 
cautious. The forecast is for | Structural problems also require redress, The air of muted optimism apparent 
wth this year and 6% in 1984. | including slowing agricultural-production here at mid-year (REVIEW, July 7), has 
а derestimate the strength | growth rates, steadily increasing imports | given way therefore, to stronger bullish 
eco ту and its effects on ex- | and a preponderant public-sector pre- | sentiment. Industrial, plantation and fi- 
prices and production | sence in the economy. Yet the root cause | nancial shares climbed 64%, 60% and 
anufacturing sector also | of the large external debt, which a confi- | 92% respectively during the 12 months 
ongly this year, becom- | dential World Bank report in May de- | ended October 31. Meanwhile, private 
i scribed as “unprecedented,” may be re- | capital investment is up 15.6% over 1982 
ceding as the country emerges from anun- | as at the end of October. 
tting developing expenditure by | nerving 20 percentage-point swing at the The money supply (M1) has grown by 
the second year running, the beginning of this decade in the current- | less than 1% during 1983, while the con- 
ent. has demonstrated; that it | account balance — from a surplus of 5% | sumer price index was increasing at an 
not rely too much on an improve-. of GNP in 1979 to a deficit of 16% of GNP | average annual rate of 3.9% at the end of 
export prices to redress Malaysia's: by the end of 1982.. October, just half the 1982 level. The 
-account deficit, estimated ^to |> The Ministry of Finance on October 21 | Malaysian dollar remains strong, having 
6 billion (US$2.8 billion) by projected: federal government debt at | appreciated against all Malaysia's major 
1983. This is despite a modest | M$50.36 billion at the end of this year. Of | trading partners’ currencies except the US 
million merchandise account | this, outstanding domestic debt was put at | dollar. 
s year for the first time since | M$32.59 billion сапа external debt at | In the vibrant manufacturing sector — 
M$17.78 billion. | exports have climbed by 22.776 this year 
there is no denying the strength The most recent government statistics pe the electronic-goods and components 
covery in most commodities — by | support the view that a sustained improve- | industry has been the outstanding per- 
nd of October prices of palm oil, | ment in the merchandise account is under | former, increasing its sales domestically 
nd cocoa were respectively 6396, | way. For Peninsular Malaysia, export vol- = and externally by 27% this year. It now ac- 







































30% higher than at the end of | umes in the first eight months of this year | counts for more than 52% of all manufac- 
| ructural problems continue to increased for every primary commodity | tured exports. | 
vil the overall economic picture. over the same period in 1982. Volume With the large drop in development ex- 
st, the continuing deterioration in | gains were 35% for tin, 25% for palm-ker- penditure budgeted for next year, the gov- 
ices account — an estimated de- | nel oil, 6% for rubber and 50% for palm | ernment’s retreat from Keynesian 
of M$6:7 billion this year, rising to | oil. Unit value has followed suit in allcases | counter-cyclical spending programmes 
3 billion in 1984 — has not been ar- | except tin. continues. Although there are structural 
The ballooning in the services de- These solid gains are beginning to be re- | problems impeding rapid export growth, 
s due to debt-servicing payments, the | flected in company profits. Rubber is ex- | the turnaround in the terms of trade, to- 
r component of the forecast M$4.4 gether with the government's deter@ina- 
уп in investment-income payments NATURAL GROWTH n to reduce foreign borrowings, point 
ring 1984 — defined as payments for |. (Est. 1983 % change over 1982) à better overall balance of payments in 
fits, interest and dividends; ^ 0 —— EERE the coming year. 
ndly, there is the comparative in- Although the treasury now puts Malay- 
ity of tax yields, particularly from. sia's debt-service ratio at. just 6%, this 
ect taxation, which now provides about calculation does not take into account pri- 
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5% of. total: revenue. Petroleum and: Tin vate borrowers' liabilities which some — 
ther commodity-export levies make up | |. Кып timber most recently the American firm Wharton 
of the balance. Taking more from Painted Econometric Forécasting Associates — 
levies would depress growing ag- Rubber see as taking Malaysia’s global debt-ser- 





ultural earnings. On the other hand, in- 


vice ratio to 17. 6% by the end of this year. 
ased dependence upon foreign borrow- m 


Source: Ministry of Finance. 
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The Royal Bank's global network 
is far more than just a network 
of places. It's a network of people. 
Experienced people with the skills, 
expertise and local knowledge that 
bring mature judgement and high 
quality of thought to your needs. 
Working across all 24 time zones, 
its as if the Royal Bank crams 576 
thinking hours into every day. 

Each of our area headquarters 
is staffed by experienced banking 
specialists with a high degree of 
autonomy, which means you're closer 
to our key decision makers. You get 
the kind of responsiveness you need 
when speed is important. 


INTERNATIONAL MONEY 
MARKETS 


We're best known as one of 
the world's leading banks in terms of 
US. and Canadian dollar foreign 
exchange transactions. And we have 
established trading capabilities 





THE ROYAL BANK OF CANADA 


Assets: U.S, $72.0 billion. Network: more than 1500 branches worldwide; 210 operating units in 46 countries; 44 subsidiaries and affiliates; over 3600 correspondent relationships: 
In Asia/Pacific: Hong Kong. Singapore, Beijing. Bangkok, Seoul. Tokyo, Melbourne, Sydney. : ue E 





ake a world of difference. - | 

















іп other major currencies іп the key 
financial centres of the world. — a 


MERCHANT BANKING 


As one of the world's leading 
merchant banks, Orion Royal can . 
offer you proven innovative thinking 
in corporate finance and substan- 
tial placing power in international 
capital markets. 


WORLD TRADE 


From Europe to Latin America 
to the Far East, our trade officers 
link you with our network of trade 
finance specialists to provide a 
depth of local market knowledge and 
a wealth of international trade 


experience. 








Give us the chal- 
lenge. We'll use our 
minds imaginatively; 
our global network 
effectively; and your 
time productively. 
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A hotel that believes in the romance of life. 
The Orchard Sun. The newest, largest, and 
most luxurious in Penang, with all 323 
rooms facing the sea. Exciting sea sports by 
day, the finest dining by night. Laze by the 
pool or spend tranquil evenings watching the 
sky turn gold. Quite simply, the finest busmess 
resort on the island. And only 10 minutes 
away from town. 


Orchard Qr Penang 


Tanjung Bungah, Penang, Malaysia, Tel: 04-891 111 
Telex: ORCHEL MA 403 10. Cable: ORCHARDTEI 


Kuala Lumpur: Singapore: 

Tel: 03-487639 Tel > 02-2972346 

Telex: МА 33139 Telex : RS 24214 
SUNTEI 








WWF Kojo Tanaka ВСІ 


‘The 


Giant Panda 
needs your help 
to survive 


ORE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda геѕегуеѕ – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinch®. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 


National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 
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The Alfa 33. A totally new family car from 

Alfa Romeo. Conceived from a single line 

A striking new line of thought. A line computer 
designed to increase fuel economy, 


ALFA 


decrease drag and make the maximum utilisation of the space 


1) 
Тһе Line The Alfa 33 Gold Cloverleaf has a proven Line in performance 


It is fast, yet safe, with roadholding to match 
A luxurious new Line in features, to create a comfortable and 


Th E Sty | practical interior. Central lock, front power windows, 
A New Car rear view mirrors oa from inside 
adjustable steering, full instrumentation, a trip computer 


and a check control system just to mention a few. Alfa 33, the Line of elegance 


the Line of comfort, the Line of power 
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TRADE POLICIES 


Time to join the world 


Indonesia, for years 





content with import-substitution and heavy 


oil revenues, now sees the need for general export promotion 


By Susumu Awanohara and Manggi Habir 


Jakarta: Indonesia is finally giving practi- 
` cal consideration to ways and means of 
boosting non-oil exports. Jakarta has 
realised that a shift from import-substitu- 
tion policies to more outward-looking 
moves requires a basic change in attitudes, 
as well as institutions. Another realisation 
is that foreign trading companies may be 
able to do more to increase Indonesian ex- 
ports if they are given a freer hand. The 
Japanese trading companies are naturally 
interested in this idea and are preparing to 
capitalise on it. 

Foreign observers will find little that is 
original in the Indonesian discussion on 
export promotion, In fact, the inclination 
is to ask where Indonesia has been all 
these years when first South Korea, 
Taiwan, Hongkong and Singapore, then 
the Philippines, Malaysia and Thailand, 
and finally countries such as China and Sri 
Lanka have adopted export-promotion 
policies. But it is easy to forget that In- 
donesia has been an exception, at least by 
degree, for one thing because its relatively 
large domestic market has delayed the 
need to produce for overseas markets. 

Oil was another factor which prolonged 
the international isolation of the country's 
modern manufacturing industries. The 
devaluation of 1978 was part of a deliber- 
ate attempt to end that isolation, but the 
second oil boom which ensued obviated 
serious consideration of export-boosting 
measures. 

With the world oil market depressed, 
Jakarta now reckons it must double its 
non-oil exports in the next five years just 
to achieve a modest 5% annual growth 
rate in gross domestic product. This 
means annual non-oil export growth of 15- 
16% , which is not going to be easy. As the 
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chairman of the Investment Board, Suhar- 
toyo, stressed recently, the country has 
yet to come to grips with what this entails. 
Business facilities, infrastructure and en- 
vironment-supporting import-substitution 
policies differ greatly from those that are 
export-oriented, Suhartoyo said, calling 
for a change of attitude. 

A consensus is emerging that something 
needs to be done about Indonesia's 
ubiquitous protection, controls on com- 
petition and pervasive regulation. Trade 
Minister Rachmat Saleh has said growth 
of non-oil, particularly manufactured, ex- 
ports requires identification of areas 
wherein Indonesia has comparative ad- 
vantage, production capacity for exports 
and private-sector initiative. 

Indonesia is also discovering the need 
for marketing and it is in this context that 
some are advocating the use of foreign 
trading companies. "We should not feel 
reluctant to share our earnings with 
foreign trading companies until Indone- 
sian businessmen are capable of setting up 
their own representation abroad," said 
one leading businessman. Another 
suggested that  Jakarta's restrictive 
policies towards foreign trading com- 
panies might be relaxed to expand the 
country's overseas sales. In particular, the 
Japanese trading companies are consi- 
dered capable of doing much more. Non- 
oil export promotion could take the form 
of a joint market-information system for 
local products as well as production and 
quality guidance based on buying orders 
from Japan, this businessman said. 

In response, the Japanese trading com- 
panies are now stepping up lobbying ac- 
tivities to gain greater freedom. They are 
preaching anew that in order to sell to 








Japan, or indeed to third countries, local | 


exporters should choose the appropriate 
partner from among the thousands of Ja- 
panese trading companies which are able 
to provide information and financing, ab- 
sorb risks and simplify. procedures for 
buyers and sellers. And for the Japanese 
trading companies to function properly 
they should be liberated from various re- 
strictions within Indonesia, they say. 
Their representation has been limited 
to one liaison office each in Jakarta, but 
the trading companies say that to boost 
primary-product exports they would like 
to open several more offices outside the 
capital to oversee quality control, deliv- 
ery, cargo collection and loading. They 
also would like to see relaxation of work- 
permit issue so that various commodities 
and logistics experts can be at hand. 
Above all, the Japanese would like to 
gain branch status for their offices so that 


these can do business at their own risk and. _ 


on their own account. The feeling is that 
such a change of status would boost sales 
dramatically. At present, the liaison of- 
fices are only serving a brokerage function 
on thin profit margins and there is little in- 
centive for them to move goods, it is 
claimed, Another problem is that if a Mit- 
sui or Mitsubishi office somewhere in the 
world sends out a telex worldwide in 
search of certain products, lack of proper 
representation in Jakarta guaranteeing 
quality and delivery reduces the possibil- 
ity of a deal with Indonesian exporters, 
traders say. 

The head of research and development 
at the Trade Ministry, Suhadi Man- 
gkusuwondo, said he is interested in the 
idea of using foreign trading companies. 
He did not foresee explicit changes in cur- 
rent regulations preserving domestic trade 
and distribution activities for wholly In- 
donesian-owned companies, but felt ar- 
rangements might be made to help for- 
eigners market more Indonesian products 
abroad. "What we have heard so far are 
general statements. We would like to see 
specific, concrete proposals," Suhadi said. 
So it is up to the Japanese trading com- 
panies to prepare proposals which are ir- 
resistible. 


о far, the Japanese traders have not 

made much headway in boosting In- 
donesian non-oil exports. The bulk of Ja- 
panese investment here is in manufactur- 
ing joint ventures aimed at the domestic 
market, and the universal claim is that it is 
very difficult to start producing goods 
which are internationally competitive, 
even where machinery is new and the 
quality of available raw materials and 
labour is reasonably high. 

The fact that many of the Japanese 
manufacturers of consumer goods already 
have joint ventures throughout the region 
and that countries of the region tend to 
protect these manufacturers with import 
duties — which would wipe out any cost 
advantage enjoyed by producing in In- 
donesia — also militates against a shift to 
exports. Textiles have been one excep- 
tion, with Indonesia's exports jumping 
after the devaluation in March. Here, the 
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inflation is accelerating and rising costs 
_ are gradually eroding the effects of de- 
_ valuation. Marine products and minerals, 
notably aluminium, remain the main In- 
donesian exports to Japan handled by the 
Japanese firms. 

One area in which the Japanese have 
made consistent efforts is plywood — 
another major non-oil export item. The 
— Japanese have established a market for In- 

"donesian plywood in the Middle East and 

Africa and now are concentrating on the 
_ United States and China. Ironically, the 
- trading companies have not sold much In- 
` donesian plywood in Japan itself, blaming 
- slow sales there on high import tariffs. 
| Tokyo has maintained a graduated tariff 

structure on wood products (no tariff on 
- logs, 5% after preferential treatment on 
_ Sawn timber and 19.3% on plywood), to 
- protect its declining downstream man- 
- ufacturers which still employ 200-300,000 
workers. 
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_ By Hikaru Kerns 
- Tokyo: In a move aimed at easing one im- 
R^ р aspect of Japan's anti-monopoly 
laws in business, the ruling Liberal Demo- 
© cratic Party (LDP) is attempting to 
- weaken controls over the so-called 
_ keiretsu, large industrial groups such as 
ы Mitsubishi and Sumitomo. The LDP has 
_ the backing of influential Japanese busi- 
- mess associations in its bid to make life 
easier for the 16 keiretsu. 
— Despite a 1977 amendment to the anti- 
| monopoly law which further restrained 
unfair and uncompetitive practices, 
"foreigners continue to criticise the ac- 
tivities of the keiretsu and to see them as 
| an important, if not immediately obvious, 
- barrier to the entry of foreign business 
into Japanese markets. But now the Ja- 
. panese big-business lobby is fighting back 
on behalf of the keiretsu. 
Я Large business associations such as the 
—— Keidanren (Federation of Economic Or- 
[ = ganisations) аге now saying that structure 
| and market share should not be the sole 
i 
j 





criterion for judging whether business ac- 
tivity is anti-competitive. (The 1977 
amendment to the anti-monopoly law 
warns against one company having more 
than a 50% market share or two com- 
panies together having more than 75%.) 
It is not that the market-share rule has 
been rigidly enforced by Japan's Fair 
Trade Commission. Some companies, 
such as Kirin (beer) and Yoshida Kogyo 
(zippers) obviously have dominant mar- 
ket shares. Even so, large business associa- 
tions prefer that the law be re-amended 
to reflect keiretsu concerns and they have 
persuaded the LDP to try doing so, 
perhaps in the next session of parliament 
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crease in plywood sales to Japan cannot be 
expected. 

For most other products, Tokyo can 
rightly claim to have relatively low tariffs, 
though exporters continue to complain of 
high non-tariff barriers. The Japan Exter- 
nal Trade Organisation office in Jakarta 
has been eager to help, conducting market 
research and promotion of specific In- 
donesian products in Japan and mobilising 
its worldwide network to examine the 
prospects for Indonesian export products 
in third markets. 

But the feeling here is that the trading 
companies would be more effective in 
these activities if they were allowed a 
greater share in the profits. Trading com- 
pany officials say that after textiles and 
plywood, they would like to market such 
Indonesian products as cement, fertilis- 
ers, tyres and sheet glass. г) 


` Moves аге afoot to weaken controls on giant business groups 
Lr which already pose a subtle barrier to foreigners 


— provided the atmosphere is favourable. 

The 16 keiretsu are responsible for 
nearly a quarter of the annual sales of all 
Japanese companies. Defenders of 
keiretsu argue that formal ties between 
member companies, such as cross-hold- 
ings of shares and regular meetings of 
company presidents to discuss business 
cooperation, constitute loose bonds, cer- 
tainly when compared to those between 
companies in United States-based con- 
glomerates. But some foreigners suspect 
that the informal and often discreet ar- 
rangements within keiretsu are far more 
significant than the formal ones and that it 
is difficult to sell to these groups or to en- 
gage in open competition. 

Private and government studies of the 
keiretsu have sought to demonstrate that 
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| are relatively weak. Such studies also say 


keiretsu have not violated Japan’s anti- 
monopoly law except in isolated incidents. 
One recent report by the Fair Trade Com- 
mission, in addressing the trade-friction 
problem, concluded that the ratios of 
intra-group trading — about 11% in sales 
and about 12% in purchasing — “are not 
very high.” 


nother study in 1980 by the United 

States-Japan Trade Council affirmed 
that "their [keiretsu] organisation and 
their influence is often highly exagger- 
ated." This report said that was a “consis- 
tent pattern of mutual stockholding and 
corporate borrowing among firms linked 
to keiretsu that is clearly more than ran- 
dom choice; but the relationships are not 
strong enough to bring real coordination 
on decisive issues." 

But others argue that such reports do 
not address the subtle advantages of be- 
longing to keiretsu. These include risk- 
sharing, information-sharing, assured 
minimum markets for marginal products, 
mutual loyalty, lower transaction costs 
and often a widely known common corpo- 
rate symbol with which to launch new pro- 
ducts. Competitors’ lower prices alone are 
not always sufficient to break keiretsu 
ties. Japanese companies value reliability, 
quality, prompt delivery and after-sales 
service when evaluating purchases, so it is 
easy for them to justify paying more than 
the lowest offered price in order to do bus- 
iness with a fellow keiretsu member rather 
than with an outside or foreign firm. 

Criticisms of keiretsu persist, however. 
Albert Hoser, president of West Ger- 
many’s Siemens in Tokyo, who has suc- 
cessfully sold advanced electronics to 
Sony and other (non-keiretsu) major Ja- 
panese companies but has had difficulty 
doing business with keiretsu, claims that 
the single biggest obstacle to foreign pene- 
tration of the Japanese market is the 
keiretsu and their informal ties. A similar 
criticism was voiced by Chalmers 
Johnson, Berkeley scholar and author of 
Miti and the Japanese Miracle. 

According to British-based Dodwell 
Consultants, the 16 keiretsu groups com- 
prise 920 companies or about 0.06% of all 
Japanese companies excluding banks and 
insurance companies. As of the end of 
March 1981, these keiretsu companies 
employed about 2.8 million people or 
10% of the Japanese workforce. The an- 
nual sales of the 16 groups amounted to 
¥ 194 trillion (US$831 billion) or 23.7% of 
the annual sales of all Japanese com- 
panies. ә 

The six biggest keiretsu — Mitsui, Mit- 
subishi, Sumitomo, Fuyo (Fuji), Sanwa 
and Dai-Ichi Kangyo — are reorganised 
remnants of pre-World War П zaibatsu 
and clients of major banks. These six 
groups alone accounted for 17.8% of total 
annual Japanese companies' sales. Their 
influence, however, has been on a slow 
decline, though their presence remains 
formidable. 

In 1966, the big six accounted for 27.2% 
of total corporate capital in Japan, includ- 
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~ ing capital of 
~ such as Japan National Railways. By 
this figure had declined to 17.6%. 
One important difference between the 
pre-war zaibatsu and the contemporary 
keiretsu is that, under Japanese anti- 
monopoly law, a single holding company 
is prohibited from controlling and coor- 
dinating the group. But controls over car- 
tels are relatively loose in Japan. The 
Ministry of International Trade and In- 
dustry is sometimes a guiding party to in- 
| formal price agreements. The 16 keiretsu 
dominate executive positions in the politi- 
- cally powerful business associations such 
— —as Keidanren and the Keizai Doyukai 
— (Japan Committee for Economic Deve- 
_ lopment), and it is these organisations that 
- are lobbying to weaken the Japanese anti- 
monopoly law. 

The big six keiretsu have enterprises 
| that span virtually the full spectrum of in- 
| dustrial activity, though they tend to centre 
“on heavy industry. Several companies of 
- опе group may co-exist in the same busi- 
. mess area. Sumitomo, for example, has 
— under its umbrella Dai-Nippon Phar- 
maceutical, Takeda Chemical, Taisho 
Pharmaceutical, Shionogi and Fuso Phar- 
maceutical. The other 10 keiretsu are 
‘more narrowly structured, however. 
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t is difficult to define the outer bound- 
E Baries of a keiretsu. Mitsui, for example, 
—— has 24 companies that belong to the 
— nimokukai, a "club" of company presi- 
dents which meets once a month. But it 
— also has 62 companies in the getsuyoka, or 

— “Monday group,” and 26 companies in the 
- kohoinkai, or information group, whose 
| representatives also meet once a month. 
— Some of the companies are only remotely 
— related; others are subsidiaries or strong 
affiliates. 

— — The cross-holding — total intra-group 
— —holdings as à proportion of total group 
capital — of shares for the six major 
— keiretsu as of March 1981 was Mitsubishi 
— (20.7%), Mitsui (17.7%),, Sumitomo 
32% bu Fuyo (16.4%), Dai-Ichi Kangyo 

14.1%) and Sanwa (13.6%). The nucleus 
companies of the other 10 keiretsu often 
hold substantial shares of companies in 
~ their respective groups. Hitachi Ltd, for 
example, holds 46.3% of the shares of 
E: "companies in its group, while Matsushita 

— Electrical holds 44.295. 

: Moreover, members of one keiretsu 
often hold shares of companies belonging 
| to another keiretsu. For example, the 
biggest shareholder (at 3.876) in Hitachi 
— Ltd, the main Hitachi group company, is 
the Nippon Life Insurance Co., a member 
of the Sanwa Bank group. And the biggest 
shareholder in Sanwa Bank (at 4.6%) is 
Nippon Life Insurance. 

The keiretsu may become more promi- 
nent in the trade-friction issue, as highly 
visible barriers such as tariffs are torn 
down. Already, foreigners are concentrat- 
ing on more subtle obstacles to doing busi- 
ness with Japan, such as the yen’s ex- 
change rate. New scrutiny of the keiretsu 
and their informal ties may force the Ja- 
panese Government to re-evaluate its aim 
of weakening the anti-monopoly law. 
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Allegations by American textiles manufacturers that 


China subsidises exports could embarrass Washington 


By Robert Manning 

Washington: An unprecedented trade 
complaint — which charges that China's 
dual exchange rate constitutes a subsidy 
for its textiles and garments exports — 
now under consideration by the United 
States Commerce Department threatens 
to undermine the recent US-China textiles 
agreement and disrupt trade between the 
two countries. 

The petition, filed in September by the 
American Textiles Manufacturers Insti- 
tute (ATMI) and American trade unions, 
asks the administration of President 
Ronald Reagan to apply countervailing 
duties to Chinese textiles and garment 
goods of 40% — the difference between 
China's official domestic exchange rate of 
Rmb 1.9:US$1 and the "internal-settle- 
ment rate" of Rmb 2.8 used for exporters. 
The case is based on Section 303 of the 
1930 Tariff Act, and raises questions with 
far-reaching consequences not only for 
the US$5 billion US-China trade relation- 
ship, but the international trading system. 

It is the first time that a non-market 
economy has been charged with applying 
subsidies and it raises two key questions 
that trade-law experts on both sides are 
trying to grapple with: can “bounties or 
grants" (the legal definition of subsidies) 
be found in a non-market economy? And 
do dual exchange rates in either a market 
or non-market economy confer a bounty 
or grant where the entire trade sector is 
subject to a single rate and the currency is 
not freely convertible? 

The General Agreement on Tariffs and 
Trade has smaller non-market economies, 
or NMEs, as members, but has not resol- 
ved the many sticky questions that they 
pose. Only in recent years has trade be- 
tween the West and the NMEs grown to 
proportions which have begun to force the 
Gatt system to come to terms with difficult 
issues such as subsidies, anti-dumping 
measures and safeguards. These loom 
larger now that bigger NMEs such as 





China are to be assimilated into the world 
trading system. 

The US Commerce Department held an 
unusual two-day conference earlier this 
month on the questions raised by the 
ATMI petition. Those supporting the 
petition — including lawyers associated 
with ATMI and several powerful senators 
such as Jesse Helms and Strom Thurmond 
from the southern US, where much of the 
US textiles industry is based — argued 
that the law says “any country” providing 
subsidies should be subject to countervail- 
ing duties and that dual exchange rates are 
in fact a subsidy. 

As China is neither a member of Gatt 
nor a signatory of the subsidies code, 
ATMI did not have to show injury to US 
textiles manufacturers under Section 303 
of the tariff law. The textiles lobby walked 
out of the US-China textiles talks in July, 
unhappy with the new agreement which 
allows China’s textiles exports to the US 
to grow by 3.8% a year and places quotas 
on 33 categories of goods (about two- 
thirds of all textiles exports to the US). A 
40% countervailing-duty charge would 
price most Chinese textiles and garment 
exports out of the US market, which ac- 
counts for about 25% of total Chinese tex- 
tiles exports. 


uring senate hearings last year, the 
State Department was asked why the 
Commerce Department does not deter- 
mine a realistic exchange rate for each 
non-market economy. The CIA regularly 
calculates exchange rates based on a pur- 
chasing-power analysis. But the State De- 
partment responded: “Because produc- 
tion in non-market economies is directed 
by the government . . . exchange-rate cal- 
culations cannot solve the problem of de- 
termining the true cost of production." 
China adopted the internal-settlement 
rate in 1981. That rate applies to all ex- 
ports, all imports, all shipping, insurance 
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"officia applies to tou | 
rting currency at hotels, to remittances 
nt back by Overseas Chinese and to in- 
stment in China. 7 ' З 
The main argument of opponents of the 
TMI petition is that since China's inter- 
nal settlement rate is applied not to a spe- 
sector, but across the board to all 
| trade, it is not a subsidy. Some argue that, 
_ for all practical purposes. the internal set- 
lement rate could be considered the offi- 
il rate. Michael Daniels, representing 
e Exporters and Importers Association. 
rgued: “The internal settlement rate for 
ill import and export transactions is the 
ical equivalent of devaluation." The 
ese Ministry of Foreign Economic 
telations and Trade said ina statement on 
he case: "The same settlement prices 
ply to both import and export, to all im- 
ort and export commodities, to the im- 
ort and export trade with all countries 
ind to all enterprises and corporations in 















































country. 
theless, ATMI lawyers argue that 
> dual-rate system amounts to a subsidy. 
ап Wolff, who represents АТМІ, also 
] the dual rate is "clearly a prohibited 
ice" under Section 3, Article УП of 
International Monetary Fund's arti- 
of agreement. But the IMF annual re- 
rt says that about a third of the fund’s 
mbers engage in multiple-currency 
ices, and that most of these practices 
€ been approved by the fund. How- 
. the 1979 US-China bilateral trade 
ment, signed when relations were 
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By James Clad 

а Lumpur: A long-awaited National 
icultural Policy (NAP), which high- 
I sources in Malaysia expect to be pub- 
hed by December. will address concerns 
about farm efficiency and income equity 
voiced by the World Bank with increasing 
© persistence this year. 

< Most recently, in a confidential paper 
entitled Considerations for a National Ag- 
ricultural Policy. the bank argued for 
тоге government attention to and re- 
sources for agriculture, to counter slow 
| growth in production and productivity. 
—— Some commodities and foodstuffs produc- 
— tion has actually declined over the past 
T five years; overall, the agricultural sector 
grew by only 4.1% a year over 1976-82. 
compared to 6.2% during 1960-72. 

The World Bank's growing concern this 
year about Malaysia's agricultural perfor- 
mance appeared first in its country paper. 
Malaysia: Structural Change and Stabilisa- 
tion. prepared in draft form in May. 
Concentrating on the pronounced “shift 
of labour resources out of agriculture," 
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tant secretary Y | 
attorney for ATMI, told the REVIEW that 
he has evidence that Peking's internal set- 
tlement rate is not applied across the 
board. Greenwald claims that on some 34 
basic commodities China does not want to 
export it applies an export tax as a disin- 
centive. Commerce Department officials 
told the REVIEW they were sceptical of 
such claims. The department has submit- 
ted a questionnaire to Peking regarding 
the issues involved in the petition. 


B; Commerce and State Department 
officials say that on the face of it, the 
ATMI petition is unlikely to be decided 
against China, though a State Department 
and White House foreign-policy adviser 
conceded that the law could be inter- 
preted in favour of ATMI. 

If the ATMI petition is successful, all 
Chinese exports could be hit with similar 
petitions. Moreover, exports from all non- 
market economies would be vulnerable, 
as would a number of market economies 
which have multiple exchange rates. The 
ATMI case does not allow for presidential 
discretion or review. If the Commerce De- 
partment determines the case against 
China, countervailing duties would au- 
tomatically be applied. 

But there are political cross-currents 
bearing on the case in each direction. 
Reagan will play host to Chinese Premier 
Zhao Ziyang in January 1984, and will 










as е 
обер elections get into full swing. A 

jitter trade battle now could damage US- 
China relations. On the other hand, the 
textiles lobby is one of the most powerful 
in Washington, and its strength is en- 
hanced in an election year. This is particu- 
larly true for 1984, as the southern US is 
an area where Reagan needs support if he 
is to be re-elected. 

The Commerce Department will make 
a preliminary decision on December 6, 
and then hear final arguments on both 
sides, as wellas obtaining additional infor- 
mation beforerissuing a final decision in 
February. IHIATMI loses, it will appeal its 
case to the courts. If the textiles lobby 
wins, the retailers, exporters and impor- 
ters; will challenge the decision in. the 
courts. 
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» A Correspondent writes from Brussels: 
Having learned from the US experience, 
European Economie Community officials 
were extremely careful not to antagonise 
the Chinese Government during recent 
discussions on a new pact limiting sales of 
Chinese textiles on the European market. 
The pact, first signed in 1979, must be re- 
newed by the end of the year. Despite in- 
creasing pressure for a stricter stance from 
angry European industrialists, the EEC 
Commission is playing its cards carefully. 
Formal negotiations for the new agree- 
ment were due to open in Brussels on 
November 21. These have been studiously 
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Caught NAPping 

The problem of slow growth in Malaysia, underlined 
by the World Bank, is at last being addressed 


the report’s authors noted that employ- 
ment has been generated by almost all sec- 
tors of Malaysia's economy except small- 
holder agriculture. Virtually the only sec- 
toral growth occurred in oil-palm cultiva- 
tion — principally a plantation enterprise. 

Labour migration out of agriculture re- 
sults from many factors; the bank said in 


May. "Land-market rigidities" keep the | 
size of farms inefficiently small and new | 


labour-absorbing rice-irrigation schemes 
are few. The big problem. the report said, 
is how to increase both farm-unit and 
farmer productivity. The bank argued that 
“it is imperative to redress the decline in 
agriculture. and in the context of a suit- 
able crop mix. to encourage the sector's 
continuing contribution to export 
growth." The May report identified vari- 
ous "constraints and bottlenecks,” includ- 
ing uneconomic cropping patterns, lack of 
consolidated landholdings, duplication of 
effort by government agencies and a lack 
of inter-agency coordination generally. 

A recent spate of articles in the focal 





Othman: draft rejected 





press about abandoned farmland and the 
| social effects of rural depopulationginder- 
score the bank’s argument that agriculture 
needs urgent attention. “The key to re- 
vitalisation in the agricultural sector,” the 
report said, “is to avoid widening the dis- 
| parities between agricultural and non-ag- 
ricultural earnings so that reasonable 
prospects for much-enhanced living stan- 
dards exist for Malaysian farmers.” 

Apart from the bank’s interest in the 
matter, Minister of Agriculture Datuk 
Abdul Manan Othman has indicated the 
government's desire to promote. agricul- 
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the Косан textil 
would like the commission to treat V China 
as another "dominant supplier." in the 
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South Korea and eligible 
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pean textiles producers. 
should refuse all Chinese кан» for 
quota. increases 
argue that whil 
are high, they de 
"sensitive" it 
for instance 

















y Euro- 


; ар 

Chinese. cotton fabric, 
е Бу European cloth- 
} e exports. of 

с айо bought 












See, 
EEC offici 
forthcoming. 






Aa with the 
he 15-20% im- 


to "e accepted by the 
г its member states. 


€ careful not 
uld. jeopar- 


` tural vpn in a more systematic 

‘way. Earlier this year he rejected a draft 

МАР from his advisers on the grounds that 

“it was more of a progress report . . . than. 
a set. of recommendations... 

The revised draft now has the benefit of 
the World Bank's more recent. paper 
which, in five chapters (covering a 
background review, the criteria for the 
NAP, key Malaysian crops, land issues 


and government services). offers some | 


very explicit. recommendations. In the 
words of an Agriculture Ministry critique, 

‚ the proposals are “а typical product of that 
institution [the bank]: very thorough, di- 
rect and analytical." Various sources have 
informed the REVIEW of the detailed con- 
tents of the report. 

The bank urged renewed investment in 
tree crops (especially rubber and oil 
palm), the category already contributing 
more ћап.80% of sectoral output with the 
balance comnts from perennial crops such 
as tebacco, fruit, cocoa and pepper. 
Malaysia, said the bank, has a high com- 
parative advantage in tree-crop cu ltiva- 
tion, especially in its relative freedom 
from variable weather conditions. 

Although the high trade dependence of 
Malaysian agriculture (more than 75% of 
output is sold externally} makes it vulner- 
able to changes in world economic condi- 

tions, the comparative advantage, 
claimed the bank, still favours production 
for export rather than increasing local pro- 
duction to overcome a need to import 
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Ratio of Net Worth to Loan Loss Reserves Е h October, 1 


Bank й x” 
This U.S. bank holding company’s Нея; asset is а 
profitable California bank. Founded in 1859, it's total 
assets are nearly $1 billion. 


Quality of Dividend | 
` Shareholders’ equity was bolstered in 1983 by a $35 
million cash injection. 

— The dividend is secured through June 1985 (at the ear 
liest) by a prefunded cash reserve. : y 

— Control is exercised by one of "Institutional Investo 
magazine's top ten "billionaire bankers". | 
— Loan Loss Reserves equal 1% of total assets. 


World-Wide Equity Research Limited . 


We are dedicated to finding unusual values in. | the 
world's equity markets as investment advisors. - 
We are pleased to share further information on "X" Bank 


with serious investors. 


World-Wide Equity Research Limited 
Suite 2303, World-Wide House 19 Des Voeux Road, C. 
Hong Kong Telephone: 5-214165 Telex: 75807 


more than 50% of Malaysia’s domestic 
food and feed requirements. Four product 
types account for more than 60% of ag- 
ricultural imports — dairy products, 
wheat, animal feeds and sugar. 

Regardless of the performance of other 
sectors in coming years (and therefore of 
their capacity to absorb more labour from 
agricultural areas), the bank urged higher 
productivity based on the concept of net 
farm-income maximisation, an approach 
which would concentrate on increases to 
the value of farm products rather than on 
output itself. By way of example, the bank 
pointed to paddy farming, which remains 
one of the least remunerative of agricul- 
tural activities despite subsidised produc- 
tion increases. 

On prospects for Malaysia’s key 
crops — rubber, paddy and oil palm — the 
bank ranks different crops in terms of net 
income for cultivators and expected re- 
turns. The report concluded that rubber 
will gradually decline, though remaining a 
“mature industry,” and rice production 
will be increased only through large-scale, 
high-technology production methods. Oil 


Ay D 


emunerative, despite subsidies 





palm was seen as offering the best return 
of any major crop. 

In applying these conclusions to agricul- 
tural policies, the most recent bank report 
(received in draft form in August) pointed 
unequivocally to small holdings as 
“the most important causal determinant 
of rural poverty." No currently available 
agro-technology, said the report's au- 
thors, can deliver an income above the 
poverty line to holdings of below 1 ha. The 
bank suggested land consolidation, espe- 
cially of abandoned land, and better 
“land-man ratios" to establish a receptive 
base for new investment. 


he report's final chapter detailed institu- 

tional steps by government that might 
help deliver faster policy results — what- 
ever the final mix of objectives incorpo- 
rated into the NAP. The diffusion of 
agency responsibility into three ministries 
— Agriculture, Land and Regional Deve- 
lopment and Primary Industries — is com- 
pounded by the federal/state divisions of 
responsibilities and by a lack of coordina- 


78 





tion among quasi-government bodies. 

The bank's analysts also saw as overdue 
a review of spheres of responsibility 
among the various agencies, and a re- 
newed emphasis on more agricultural ex- 
tension and research which perhaps have 
been neglected in the drive to establish a 
public presence in some commercial 
fields, such as operations of depots by the 
Federal Land Development Agency or 
transport operations by the Malaysian 
Rubber Development Corp. These speci- 
fic recommendations have arrived at а 
judicious moment, given the govern- 
ment's interest in turning over govern- 
ment or quasi-government commercial 
operations to private hands — the so-call- 
ed privatisation policy (REVIEW, Sept. 15 
and Oct. 20). 

To what extent the draft NAP takes 
these latest World Bank admonitions into 
account is unclear. The Ministry of Ag- 
riculture's critique of the bank's views 
found several weaknesses, especially in 
what officials saw as an over-emphasis on 
mainstay (rubber and oil-palm) tree 
crops. This is seen as somewhat contradic- 





tory in view of the net farm-income 
maximisation principle animating the rest 
of the bank's document. “How can the ob- 
jective of flexibility with respect to shifts 
in crops and cropping patterns be recon- 
ciled with calls for more tree-crop plant- 
ing, a decision that combines high initial 
capital cost with low flexibility?" asked 
one official. 

Other officials took exception to the 
bank's perhaps predictable advocacy of 
continuing to import food rather than 
making up shortfalls from within the coun- 
try. “Rice cultivation is dismissed as only 
possible with massive subsidies by the gov- 
ernment,” said one internal government 
analysis of the bank's recommendations. 

“To meet domestic demand for food 
and feed, the bank believes Malaysia 
should continue to import what she cannot 
produce . . . This is well and good if | 
Malaysia has the foreign exchange to pay 
for the imports, which might not be the 
case if Malaysia finds it difficult to sell her 
output of palm oil and rubber . . . because 
of declining competitiveness as a result of 








rising wages,” another government 
critique said. The case for investment 
priority for tree crops stands, as the bank 
itself acknowledged, on plantation wage- 
rate increases remaining within a posited 
margin of 2-3% a year. 

In the latest report on agricultural pro- 
duction the Finance Ministry's 
Economic Report 1983-84 — the govern- 
ment sees combined output from agricul- 
ture, fisheries and forestry declining from 
a 1982 growth rate of 7.5% to just 0.2%, 
“mainly due to a lower output of crude 
palm-oil." In 1983, rubber is projected to 
register a small production increase of 
0.9% or 1.52 million tonnes, but “not- 
withstanding the trend towards the con- 
version of rubber land to other agricul- 
tural crops . . . total rubber production 
[for 1984] is estimated to increase by 
2.196. 


n 1983, the Finance Ministry estimated a 

6% drop in crude palm-oil production, a 
small decline after *an unprecedented in- 
crease of 24.4% in 1982," following the in- 
troduction of weevil pollination. An extra 
40,000 ha. of land is expected to be 
planted with oil palm during 1984, and the 
government has optimistically forecast a 
12.1% rise in palm-oil production by the 
end of next year. 

Although rice production grew by 1.8% 
this year, this is still only 77.3% of esti- 
mated 1983 consumption of 1.76 million 
tonnes. A 2.5% rice-production increase 
is foreseen by Finance Ministry analysts — 
against a wider world rice-market picture 
of marginal production decline during 
1983. 

The government's brightest plantation- 
crop hope for the 1980s, apart from con- 
tinuing good returns for crude palm-oil, 
may be in cocoa cultivation — which has 
given impressive yields in both Peninsular 
and East Malaysia (REVIEW, Sept. 29). 

On October 6, the REVIEW under- 
stands, the Malaysian cabinet accepted 
the broad outlines of the NAP, while ask- 
ing for further details from officials. Ba- 
lanced growth between smallholders and 
plantations remains one NAP issue that 
will generate much interest — not least 
among members of the United Malays Na- 
tional Organisation, the dominant party in 
the ruling National Front. Malays consti- 
tute most of the country's small farmers 
and fishermen. 

In the meantime, farmers' associations 
have voiced their expectations of the NAP 
in various ways — the most vocal com- 
ments coming from smallholders' associa- 
tions complaining about postponement of 
cropping decisions pending the releftse of 
the (frequently postponed) NAP. Yet 
sources within government have told the 
REVIEW that the document, when it ap- 
pears, is not likely to provide a detailed 
basis for investment decisions but rather a 
statement of government priorities. 

Whatever the result, the NAP will gen- 
erate considerable reaction from ап 
economic sector that, some say, has taken 
a back seat in development progress in the 
10 years since suggestions for a NAP were 
first made. 
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>PEvIALITIEs AND CONVERTED PAPERS? 


Lohjan Paperi specialises in bleached paper grades. A high proportion of production is used to make packagings for the food industry, such as sugar 
sachets апа tea bag envelopes 


RAUMA-REPOLA OF FINLAND: 


REFERENCES 


Lohjan Paperi is a Rauma-Repola 
subsidiary producing kraft special- 
ities and converted papers for a 
wide range of applications. The 
enormous selection of special 
papers extends from wrappers for 
food industry right through to inter- 
leaving kraft for the stainless steel 
industry. At Lohjan Paperi all orders 
are completed separately for each 
individual customer. Integration 
with the parent company’s raw 
material producers ensures unin - 
terrupted quality control right from 
the start. 


For more information write, phone or telex Rauma-Repola, 
Head Office, Marketing Department (D3): Snellmaninkatu 13, 
SF-00170 Helsinki 17, FINLAND, telephone: (+3580) 18 281, 
telex: 12-4514 rrhki sf, cables: raurep Helsinki, 


or contact: 


Rauma-Repola (Asia-Pacific) Ltd, (03): Stevens Road 11 A, 


RESOURCES 

Papermaking and converting 
represents only part of Rauma- 
Repola’s know-how. 

With a turnover of more than 
USD 1,000 million, Rauma-Repola 
is one of the largest public industrial 
groups in Finland. Oil-drilling rigs, 
ships, machinery and equipment 
for the mining and forest industries, 
pulp, sawn timber and prefabricated 
houses are all included in the 
Rauma-Repola product range. 

With over 7096 of production 
going for export, Rauma-Repola's 
contribution to Finland's total 
exports is over 5%. 





Singapore 1025, telephone: 734 6285 telex: 36703 raure rs. 


SUPPORT 

Lohjan Paperi's technical cus- 
tomer service provides assistance 
with new products and projects. 

And Lohjan Paperi is easy to 
reach. Export marketing is han- 
dled through Finnpap and Converta, 
whose marketing network extends 
to more than 130 countries. 
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“International banking ? 


Personal service’ is an expression 
that means a good deal in the UBS 
vocabulary. 

UBS customers across the world 
appreciate the personal touch our 
financial specialists bring to their 
discussions. on domestic and inter- 


national loans, foreign exchange, and 
all types of money market operations. 
Our specialists are trained to make 
themselves familiar with the individual 
requirements of all UBS clients, giving 
them direct access to our portfolio 
management and advisory services. 































Total assets: 113,000 milho 
Swiss franes (30. 6.83) 
Capital and reserves: 
5,700 million Swiss francs. 


Head Office: 
Bahnhofstrasse 45, Zurich, 
Я 240 offices throughout 
t Switzerland 
Worldwide network: 
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Montreal. Toronto, Calgary. 
Latin America: 
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/f you want the global resources of a 
leading Swiss bank combined with 
personal attention at every level, call 
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here is no doubt amongst leading top manage- 
ent as to which publication is considered the 
Ost. authoritative i in the region on coverage of 
sian business and general affairs. It’s the Far - 
astern Economic Review by an overwhelming | 
опу 


nparalleled coverage! 

o other publication in Asia or anywhere for that 
atter provides such depth and breadth of cover- 
ge of events throughout the region. Don’t just - 
ke our word for it.. Ask the people you look up 
апа respect the most which publication they - 
turn to for unparalleled coverage of Asian news. 
‘The overwhelming response will be the Far East- - 

| Economic Review! 


ince J anuary of 1974, the Review has grown in 
size from just over 20 ‚000 copies per issue to jts . 
| present circulation of more than 58,000 copies 
_ per issue. 














grown bya оз laper than the hee | 
-. day circulation of any of the ра S. 
| started during the years in question. | 













growing number of advertisers have t 
_ advantage of this impressive growth. The Re 
has increased its ad page volume from 1,45 
1978 to 2,177 in 1982. es 


* Advertisers know beyond т n that. t 
Review reaches the highest concentrati 
_ Asia's most important people. And they № 
 thatasan effective advertising vehicle, its pe 
mance is unequalled. | 
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è LOCAL stockbrokers are still dis- 
gruntled in the wake.of the "October re- 
volution“ at the Stock Exchange of Sin- 
gapore (SES), when two of the five com- 
mittee members were replaced by op- 
position candidates in a. poll of the ex- 
change's 24. members (Briefing. 
REVIEW, Моу. 10); With a busy year in 
store — installing the exchange's central 
depository system, evaluating new trad- 
ing instruments and shopping for new 
premises — the committee can ill afford 
to get bogged down in internecine 
squabbling. If it fails to put its house in 
order soon, it could wind up contending 
with government regulators, who have 
already served notice of their dissatisfac- 
tion. 

The new faces on the committee come 
from two of the exchange's well-estab- 
lished member firms — J. Ballas and 
Lim Securities — and are seen by some 
as à response by the stockbroking estab- 
lishment to the challenge posed by SES 
newcomers, such as Alfa Pacific, which 
are making a concrete bid to siphon off a 
share of the growing amount of foreign 
' business coming to Singapore. But in its 
. immediate origins, the committee coup 
seems to have more to do with per- 
sonalities than with long-term trends and 
strategies. 


Market sources claim that, but for 


| their own forebearance, challengers 


‚ could have made a sweep of all five com- 
mittee seats. That would have meant 
ousting SES chairman Ong Tjin An after 
a tenure of just five months since he took 
over from founding chairman Ng Soo 
Peng. who retired in June. Such a loss of 
face for the SES would have been too 


much even for Singapore's aroused | 
| step-father, Dennis Lee. are brothers. 
The third Lee brother is Prime Minister | i 


brokerage. community to inflict. But, 
sources.say, Ong could yet fall at next 
year's annual general meeting — after 
what is seen as a тоге s$eemly interval. 


Meanwhile, he has lost his deputy chair- | 


, man, Douglas Ooi, and one committee 
stalwart, Lim Kwang Hua. 


The flak started flying in August, | 


when the committee proposed the pur- 
chase — at $$1,000 (US$469.50) a sq. ft 
— of space in a building on the fringe of 
Singapore’s commercial district to re- 
place the cramped downtown premises 
thé SES currently leases. Brokers 
howled that, in the current glutted prop- 


erty market (REVIEW, Sept. 8), the price | 


was far too high. Debate centred on the 

‘cost and location of the proposed new 
premises. But Shroff learns that insur- 
gents were unhappy at the family con- 
nection between the vendor of the prop- 
erty, Malayan Credit, and an erstwhile 
committee member, though the member 
concerned abstained from voting on the 
issue. 








Exchange members’ pique over the 
terms of the deal was not assuaged'by a 
committee circular arguing that the 
proposed new premises would have to be 
expensively altered to meet the special 
needs of a stock-trading floor, nor by a 
property specialist's independent evalua- 
tion of the property. The proposal went 
down to a resounding 16:7 defeat — a 
veritable landslide in such a mini-electo- 
rate. 

"The matter did not end there,” 
broker told Shroff, “nor has it ended 
with this latest election." The point of 
the challenge, he said, is to ensure a 
more consultative SES directorate. "The 


dissidents are out to prove that a handful | 


of pooh-bahs [holders of many offices at 
once] can't run the exchange as a private 
fiefdom." 

This private-fiefdom charge has a way 
of attaching itself to whomever is the 
head man at the SES. Ng caught his 
share of it following the 1981 market 
crash, when the Monetary Authority of 
Singapore re-drew the by-laws of the 


Securities Industry Council to deny him | 


— and the SES, which he represented — 
a seat on its board. Some brokers see this 
action as a shot across the exchange's 
bows — a foretaste of what regulators 
can do when dissatisfied with the indus- 
try's self-policing. Although Ng resisted 
pressure for his resignation as chairman 
at that time, some sources ascribed his 
withdrawal this year to residual animus 
among brokers and regulators. 

As an indicator of how close Singa- 
pore's financial community can be, one 
of the incoming committee members, 
Freddy Lee. is taking over from his own 
nephew, Ooi, Freddy Lee and Оо! 


Lee Kuan Yew, who keeps himself 
scrupulously aloof from the business af- 
fairs of his relatives. 
@ IF these melodramas have the flavour 
of a smaller financial town than Singa- 
pore purports to be, perhaps that is be- 
cause there is less to the local market 
than meets the eye. In market-capitalisa- 
tion terms, the US$31.2 billion rep- 
resented by the SES as at the end of 1982 
may present an attractive target for over- 
seas fund managers in search of a safe in- 
vestment haven in Asia's stockmarkets.* 
Many public companies listed in Sin- 
gapore are, however, so closely held by 
their own directors that outside investors 
are left with the choice of either taking а 
position against the family for a short- 


“As at the end of 1982. market capitalisation for 
other Asian markets was Taipei. US$3.9 billion; 
Seoul, 17584,5 billion: Manila and Bangkok US$1.5 
billion each: Hongkong, US$20.4 billion. Source: 
Hoare Govett: 


one | 
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term punt or buying and holding 
to grow with.the region. е 
The turnover ү, tell the 























































the process. Abo. in. 
Asian stock exchanges: st 
more evenly than the dispa 
capitalisation would sugg 
leave the SES at the bott 
gional league in terms of tu 
percentage of capitalisation 
anaemic 6,8% in 1982. . 

So what of the remaining 93° 
gapore's market capitalisation tl 
traded? For one thing, three of t 
ket's weightiest counters 
for more than US$6 billi 
capitalisation between them: 
thinly traded foreign issues that | 
enter into the discussion at all: The 
Hongkong Land, ABN Bank a dT 
Land. 

As for the rest of Singa 
cent counters, they, were 
over in ex-market trade 
held in portfolio. Brok 
Shroff, guessing the overall 
volume on the basis of their own « 
ence, estimate the total tra 
pore counters at no more tha 
published turnover. That woi 
"true" 1982 turnover at 
billion, leaving US$19 billion 
local portfolios — exch 
Toyku and Hongkong Lan 

The question is, whose 
One answer might. be suggested by 
domly ш үүчү: а shelf full of 


остане. Mine dominat 
viduals rather than institutio | 
Singapore equity market looks less lik 
punters’ preserve than a closely h 
club. effectively barred: to; 
itiated — including foreign institutt 
Add to the picture the hefty and 
holdings of Singapore's gov 
bodies and Malaysia's bumiputra institu 
tions, and the financial landscape begin 
to take on an eerie tranquillity.” 

Is the Singapore board no more than: 
Six Billion Dollar Sideshow? If so, the 
the liquidity it offers outside investors 15. 
no greater than. that promised by th 
market capitalisation figure of, say, New 
Zealand. Admittedly, a similar analysis; 
of other Asian markets could somewha 
trim their own perceived liquidity levels 
But Shroff wonders if the shrinkage fags. 
tor would be quite so drastic. | 





Bank Bumiputra has: not conunented on 
this assertion, but it has not been denied. 
апа тау be smaller - Malaysian Prime Minister Datuk Seri 
рео reaso for this 6 worrying ар Mahathir Mohamad told newspaper 
editors in October that the lending had 
been a “heinous crime” and that probably 
only 20-25% of loans to Carrian could be 
га d lay | losses on any schemes aimed at limiting its own | recovered — a figure then regarded as op- 
ior п (055589. 4 million) losses through underhand arrangements | timistic but still representing a loss of 
with Carrian. about M$I billion (US$425.64 million), or 
According to overall debt figures pre- | 80% of Bank Bumiputra's M$1.25 billion 
sented in various restructuring proposals | capital and reserves. 
touted to Carrian group creditors be- | The revelations, extraordinary as they 
tween late 1982 and the October 3 arrest | were, left one crucial question hanging in 
t of ' Вирт of Carrian boss George Тап, BMF’s expo- | the air; why should a financial institution 
BME), the Hongkong- | sure to Carrian was US$35 million, in the | so massively understate the size of a debt 
ough which the | form of an unsecured loan to Carrian | owing to it? Why, for the purposes of the 
ending was made. They suggest | Holdings. Then in early October the | restructuring proposals, did it claim only 
is a large stash of Carrian- | Hongkong authorities, acting on informa- | US$35 million, or just under 6% of the 
as ets somewhere outside Hong- | tion acquired during investigation into the | amount now said to be owed? 
has escaped the , purview of | July murder in Hongkong of Jalil Ib- | One reason might have been sheer em- 
| barrassment. It has already been seen how 






































rahim, a senior BMF official, delivered a 
bombshell — effectively halting the re- | 

| structuring proposals by telling creditors 
management of BMF and possi- | that group debts appeared to be much 
) Bank Bumiputra being ostra- | greater than they had been told and that 
т worse, by international banks | there were conflicting claims over certain 
be found to have participated in | mortgaged assets. At the magistrate's 


the 1982 accounts of BMF were rewritten 
to transfer the problem back to the parent 
in Kuala Lumpur (REVIEW, Sept. 29). It 
has also been seen how BMF made funds 
available to Fleuret Investments to try to 
arrange a buy-out of certain Carrian assets 
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indonesian investors behind the First Pacific group > 
f Hongkong dollars into the US currency К 
FIRST 
thony y Rowley ^ PACIFIC 
launch on the Hongkong stock- | as June, when the Hongkong dollar was ` 
ket 18 months ago, First Pacific | somewhat more stable. Accounting the b 
ngs (FPH), along with its subsidiary | three companies in US dollars will there- 9 
Pacific Finance (FPF), has gained a | fore be viewed as part of a strategy to dis- % 
п of being continuously on the | tance them from a problematic Hong- 4 
FPH and FPF, along with First | kong. 
с International (ЕРТ), the most re- In fact, it is becoming increasingly dif- © 
listed company from the stable of | ficult to see the justification for the three 
donesian Liern Investors group, are | being Hongkong-based. FPH describes it- 2 
ving again now — right out of the local | self as an international bank and financial- > 
rency if not (yet) out of Hongkong. assets holding company, the largest % 
irst Pacific denies that the decision to | operating subsidiary of which, the Hiber- 
ount all three companies in US dollars | nia Bank in California, has its share capi- id 
uture, instead of Hongkong dollars, | tal, assets and liabilities denominated in ^ 
to convert the share capital into US | US dollars. Just under 90% of FPH's gross ` 






rrency, too, is a “retreat from Hong- | assets are denominated in US dollars and 
ong.” But it seems likely the move will Бе | around 93% of its income is generated in 
terpreted that way by the investment | that currency. FPH's 72.6% subsidiary. 
munity, which already is having a | FPF, earns more than half of its income in 
ard time keeping up with the Liems’ | US dollars, too. Around 85% of ЕРЕ 
Obe-straddling strategies. own gross asséts are in US dollars. As for Given this heavy bias towards Me US 
.. The wild fluctuations of the Hongkong | ЕРІ, whose principal asset is its stake in | dollar, it is hardly surprising that the 
dollar in recent weeks have ‘of course | the Dutch trading group, Hagemeyer, | balance-sheets of all three companies 
made a nonsense of accounting within a | something like 0.3% of its turnover is in | should have been “ballooning” in Hong- 
group whose activities are primarily out- | Hongkong dollars. The various securities- kong-dollar terms as of October 1982 
side the territory — and that could be seen | dealing arms of First Pacific — in the | when it came to preparing accounts. But 
as a justification for the switch by allthree | United States, Australia and Japan as well | the new-found stability of the Hongkong 
companies to US dollar accounting as | as Hongkong, which recently were in- | dollar, now effectively linked to the US 
from October 1. Buta group seniorexecu- | jected into FPI in accordance with a pre- | dollar at a fixed rate of 7.8:1, ought to 
five told the Review that First Pacific | viously announced plan — generate a sub- | have ensured that this was a temporary 
commissioned a firm of Hongkong soli- | stantial proportion of their income in US | distortion. First Pacific is nonetheless 
€itors to study the currency switch as early dollars, too, pushing ahead with the currency switch by 
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undercover way of pumping new cash into 
the group and keeping the debt-restruc- 
turing proposal alive (REVIEW, Nov. 17). 

However, even Bank Bumiputra would 
be unlikely not to pursue debts of more 
than HK$4 billion just out of fear that it 
would lose face. (The US$35 million offi- 
cial exposure was already only a fraction 
of what the press had long assumed BMF's 
Carrian exposure to be). 


nquiries in Kuala Lumpur and Hong- 

kong now provide an answer to the baffl- 
ing question of the debt understatement. 
The REVIEW has seen concrete evidence 
that BMF, as by far the largest creditor of 
Carrian, discussed with Carrian the ac- 
quisition of security over secret group as- 
sets which were not only outside Hong- 
kong but whose existence was known only 
to a handful of people, perhaps not includ- 
ing all directors of Carrian Holdings. 

It is known that at about the time that 
Carrian Investments’ “liquidity prob- 
blems” were announced in October 1982, 
debts of Investments to BMF were trans- 
ferred to unquoted Carrian Holdings. But 
that seems to have been only the begin- 
ning. Subsequently BMF was detached 
from the rescue scheme and it was cer- 
tainly intended that it be provided with 

eS e 
way of a relatively costly and complicated 
reduction of capital and simultaneous re- 
capitalisation (in US dollars) in each case. 
The proposals have to be approved by 
shareholders -at extraordinary general 
mectings of all three companies on De- 
cember 6. The relevant Hongkong au- 
thorities have approved the schemes, 

Conversion of the share capital into US 
dollars is going to produce some 
anomalies. The new fixed rate of 7.80: I is 
being used for this purpose, which 
threatened to throw up odd par values for 
the new US-dollar-denominated shares. 
FPH's HK$5 shares, for instance, would 
have become worth 64 US cents if con- 
verted directly. Instead, they will be re- 
denominated at 50 cents and the appa- 
rently lost value captured in a "special 
capital reserve account,” rather like a 
share-premium account. This par-value 
reserve belongs to shareholders and can- 
not be distributed, except perhaps by way 
of a bonus issue. The number of shares in 
an issue remains unchanged and dealings 
in the new shares will continue to be 
quoted in Hongkong dollars on local ex- 
changes, Similar arrangements will apply 
to FPF and FPI. 

As@he shares of all three companies 

р сет to have attracted more attention 
from London (and to some extent US and 
Australian) investors rather than Hong- 
kong investors, the changeover to US dol- 
lars is unlikely to cause much unhappi- 
ness. The First Pacific group is seeking 

American Depository Receipt status for 

its shares, which will make them more eas- 
ily tradeable in New York and in Euro- 
pean centres. Beyond that, a listing on US 

or European stock exchanges must be а 

possibility some time in the future. 
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Mahathir: ‘a heinous crime. 





security over other assets controlled by 
the Carrian principals which would pro- 
vide much better security than the official 
Hongkong-based Carrian operation could 
ever do. It is not clear how far this objec- 
tive was in practice carried out. But it may 
very well explain the fact that, of the 
HK$4.6 billion said to be owed by the Car- 
rian group to BMF, the Hongkong au- 
thorities assert that HK$2 billion has van- 
ished without trace. 

In other words, somewhere in the world 
are piles of assets — whether bank depo- 











the huge sums borrowed from BMF 
other banks, or raised from the pub! 
share issues. 

If the loans made by BMF were to со 
panies related to Tan but not formally part 
of the Carrian group, that would be justa _ 
matter between BMF and the borrowers. _ 
It certainly would be extraordina ` 
even more so than loans to the О 
Carrian empire. But it would mean, 
suming that there are hidden assets to — 
which BMF can lay claim, that with theco- __ 
operation of the borrower, recovery of a _ 
large part of the loans would be possible. __ 

However, it is clear that BMF, at leas 
for official book-keeping purposes, 
tained that its loans were to Carrian Но 
ings and not parties outside the group. 
Thus BMF could not easily claim that its” 
lending to and security over Tan-relai 
companies was separate from the Ca 
group as a whole. 

If it became established that BMF, 
the connivance of its parent, had been en- _ 
gaged in a scheme to divert security to im- | 
prove its own position, its image in the in- 
ternational community would suffer se- | 
verely. And if it were found to have ac- _ 
tually acquired security through this | 
means to the detriment of other creditors, — 
it might find itself the subject of action 
banks in the international financial centre 
— New York, Singapore, London, Tokyo 
— where it is a net borrower. osi 
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This announcement appears as a matter of record only 
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umpur: Malaysia's Capital Issues 
e Rode ) has delivered a setback 


rts to forge a major new fi- 
y/manufacturing group 
; injection of Arab-Malaysian 
ment Bank into Taiping Textiles. 
ill go through, but on terms vast- 
| from those originally pro- 
may not actually lose finan- 
m the CIC-imposed changes, but 
suffered considerable loss of face. 
ever, the CIC's action also has 
questions about the basis of its cal- 
ns. Some financial sources say this 
ratic machinery has got out of 
and should be cut down to size, being 
only to prevent real abuses in valua- 
ather than supplant the market. 
der the deal, Taiping — in which 
currently has a 36% stake — is to 
e 45% of Arab-Malaysian, which is 
whed by Azman. Taiping will be 
ned "Arab-Malaysian Development 
nd ш bank Arab-Malaysian Mer- 


stake to be injected was 


satisfied by the issue of 346.5 
M cents Taiping shares credited 
aid at 90 cents. This has been 


$700 million. 
y price is only seven times Arab: 


dicated at (around M$46 million - — 

times historic earnings. The M$1 

tion of Taiping gives it a prospective 

acquisition 1983 price/earnings (p/e) 
0. 


onding to criticisms of the deal 
en it was first announced in July. There 
re claims then that Arab-Malaysian was 
ng. overvalued. It was noted that 
Zman himself had acquired his original 
take for a little more than M$100 million, 
г-М$2.25 a share, and then a further 
75 million shares, 7 million by way of a 
bonus issue and the rest for cash at their 

$1 par value. In other words, he was 
$311 million 45% of a mer- 
int bank-for which he had paid some 










million (US$132.6 mil- 


extent, the CIC seems to have | 








М$120 million in total. This wassaidto be 


a raw deal for Taiping shareholders, de- 
spite the high value placed on Taiping. 

Taiping, the largest textiles company in 
Malaysia, has been struggling to remain in 
the black. In 1982 it made a pre-tax profit 
of M$1.2 million, but after tax lost 
M$140,000 as tax on property earnings 
could not be offset against textiles losses. 
Textiles are now in the black, but only 
marginally. The balance sheet is no better 
than the profit-and-loss account, with bor- 
rowings of M$42 million and goodwill ac- 
counting for $62 million out of net assets 
of $112 million. 

Amanah-Chase Merchant Bank, ad- 
viser to the independent directors of Tai- 
ping, rejected criticisms of the original in- 
jection proposal, saying that the price 
proposed for Arab-Malaysian compared 
favourably with the p/e ratio of 19 placed 
on shares of Development and Commer- 
cial bank by CIC in adjudicating a (sub- 
sequently aborted) bid by Malayan Unit- 
ed Industries (MUI), and a p/e of 35 used 
for МОГ acquisition of Kwong Lee 
Bank. But these arguments cut no ice. 

Possibly the authorities were upset by 
the very rapid growth of Arab-Malaysian 
earnings since Azman gained control. Pre- 
tax profits in the 12 months ended March 
were 94% above those of the preceding 15 
months. Post-tax, they increased even 
more dramatically — by 265% to M$22.9 
million, as a result of a major change in 
treatment of deferred tax related to leas- 
ing business. 





learly, Azman had gone out of his way 

to make Arab-Malaysian amore profit- 
oriented bank than it was under the previ- 
ous regime of its stylish Bahreini founder, 
Hussein Najadi. The balance-sheet grew 
as well, from M$1.1 billion at March 1982 
to M$1.6 billion by September 1983. 

But Azman also moved the bank away 
from low-margin participation in loan syn- 
dications to operating a much larger and 
more active money-market book, addi- 
tional fee-earning activities and further 
moves into leasing. The latter has become 
a fad because of tax attractions. 

Arab-Malaysian was not going to be 
able to maintain the profit growth of the 
past 18 months. Its balance-sheet total al- 
ready is sufficient for its M$112 million net 
assets, and it will now presumably have to 
start paying a dividend to Taiping if Tai- 
ping, which cannot consolidate the bank, is | 
itself to make a payout. As a merchant 
bank lacking a commercial-bank parent, 
Arab-Malaysian may not have warranted 
the same rating as a commercial bank, 
particularly as Taiping will not have con- 
trol of the bank. 
"However, these 








wever, incaut us lending 
has not been a hallmark of 
accountant who was executive director of 
Malayan Banking, the nation's most pre- 
stigious bank, for nearly a decade, nor of 
Arab-Malaysian’s managing . director, 
Malik Merican, a well-regarded, 
alumnus of the Treasury and Sime Darby. 

Between them they have a better man- 
agement track record than almost any of 
the new bumiputra entrepreneurs. So the 
questions are asked: did they fail to get the 
right political backing? Did CIC chairman 
and Bank Negara governor Aziz Taha feel 
that too high a price would have reflected 
poorly on the judgment of government- 
controlled Malaysian Industrial Develop- 
ment Finance (whose chairman is Tun Is- 
mail Ali), which sold its 55% ‘stake in 
Arab-Malaysian to Azman at M$2.25 a 
share compared with the M$4.60 valua- 
tion now and an original M$9.90. 

Alternatively, the CIC may simply have 
been trying to dampen expectations both 
of the stockmarket and of potential en- 
trepreneurs that there were easy pickings 
to be made in injecting exciting-looking 
companies into quoted shells, and that in 
future such injections should expect no. 
more favourable pricing by the CIC than 
new issues. Or was it a general warning 
that p/es in Malaysia have gone too high? 

In fact, what matters for Azman is the 
price the market puts on Taiping shares 
following the acquisition, rather than the 
actual number he is allowed to receive in 
exchange for Arab-Malaysian. But obvi- 
ously the CIC decision had some impact 
on investors' attitudes. Azman now has 
69% and presumably will be able to cash 
in some of the stake without depressing 
the price. Taiping's share price rose 40 
cents to M$2.15 after the announcement 
— not enough to offset the devaluation. 

But why the CIC thought it necessary to 
make so drastic a change remains unclear. 
Originally, the CIC's main watchdog role 
was to ensure that companies offering 
shares to bumiputras did so at reasonably 
attractive and realistic prices and secondly 
to guard against abuse of new issues by 
prior inflation,of profits and asset values. 
But in they Arab-Malaysian case, a 
bumiputra shareholder of well-estab- 
lished repute was in effect selling to the 
general public; Was it really necessary to 
intervene so heavy-handedly to set the 
price? And was it in the spirit of privatisa- 
tion of industry? 

The CIC decision will, among&other 
things, stunt Taiping’s growth plans by re- 
ducing from M$89 million to M$51 million 
the amount to be raised by the rights issue. 
This will mean either slowing the pace of 
property developments or additional bor- 
rowing. But whatever happens to prop- 
erty and the (export-oriented) textiles 
business, Azman is likely to press ahead 
with plans to extend Arab-Malaysian into 
a variety of financial services which will ger- 
tainly include insurance and may; if hec 
find one; elude. a commercial 















































































eks to take overa | 








































By Lincoln Kaye 

Singapore: Indonesian emigré property | ders, the bid will greatly expand Tuan | assure management continuity 
magnate T. К. Limis back onthe takeover | Sing's public holdings from the present In its non-construction busine: 
trail for the second time in three months. | level of 8.2%. Under the swap proposal, | has taken on an increasingly. М 
This time his target is SPP, an established | Tuan Sing would issue 74.7 million new | cast. Two years ago it entered 
Singapore paper-goods | manufacturer | shares — a 76% expansion of the firm's | venture with the United $ 
which has emerged in recent years as a | present paid-up capital — against the en- | Scott Paper International to-manuf: 
holding group for construction-related | tire 29.88 million ordinary shares of SPP. | paper products at two Mal: 
companies locally and in Malaysia. | Although Tuan Sing itself holds no SPP | which will supplant the firm’ 


Lim is bidding S$105 million (US$49.3 | shares, Lim and his associates control paper-milling operation. It à 
million) — a 3196..premium over SPP's | 18% of the target company. And indica- golf-resort hotel in Malacca 
current market capitalisation — in a | tions are that SPP's managing director, | liance with Tuan Sing could sh 
straight share swap with no cash alterna- | Ong Tiong Soon, is also prepared to swap | rate centre of gravity back towa 
буе, For every two SPP shares, Lim will | his 19% stake on the terms offered. pore, while offering. Lim anóther 





| 
| 
offer five of the newly refurbished shares | That leaves Tuan Sing needing only an | sian beachhead in pursuit of his gc 
of his Tuan Sing Holdings, a publicly listed | extra 14% of SPP's shares to secure the | ing his new. public vehicle into а m 
vehicle he created for his Singapore prop- | 51% required for control. Tuan Sing is | tional holding company of regi 
erty assets in a classic reverse takeover of | eager not to give the appearance of solicit- | Shares of both companies 
an. ailing  plastic-bag manufacturer | ing any advance agreement from any SPP | week of brisk, run-ups on 
(REVIEW, Oct. 6). shareholders. This circumspection is to | rumours before they were 
That exercise left Lim holding nearly | avoid having to offer SPP shareholders a | the companies’ requests, on N 
85% of an.asset-rich (valued at 5$113 mil- | cash alternative to Tuan Sing scrip, which | 11. Company sources later à 
lion net) but cash-strapped company with | would be required under Singapore's | both the suspension and the t 
nearly $$90 million in bank debt. Earnings | takeover code if Securities Industry Coun- | announcement were forced 
prospects were marginal, with losses from | cil regulators deemed the suitor to have planned by press speculati 
the plastic-bag operation projected to ош- | more than a 20% beneficial interest in the | suspension came after on 
weigh modest profits from property. target company. of re-listing following its lon 
If it is well-received by SPP sharebol- SPP was the target of another takeover | during its earlier takeover. 
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Head Office: London Contact Office: 


Alia Commercial Centre 4th Floor, Plantation House (Sec-D) 
Diplomatic Area Я 31-35 Fenchurch Street 

P.O. Box 26992 | London EC3M 3DX 

Manama, Bahrain Tel: 01-626 4155/8. 

Tel: 231110. Telex: 893281 Arig G 


Telex: 9395BN, 9396BN 











10-10, 15, 20 and 30 kV, 630, 1250 and 2500 A, 500 MVA 
for indoor installations, actuated manually or by universal 







5 kV, 1250 A, 1000 MVA both for indoor and outdoor 

Ins actuated by mechanism with spring and motor. 

-6 kV, 1250 A, 2500 MVA actuated by mechanism with 

9 and motors. 

1O-110-220-400 kV, 1600 A; 6000-12000-20000 MVA actuated 
leopneumatic mechanism. | 

connecting switches 

ages between 3-400 kV.and rated currents from 200 to 


























те transformers 





t installations for various purposes such as: 
-Outgoing-Sectionalizing-Measuring. These cubicles 
6, 10 and 20 kV with single or double bus-bars 

stems. They can be equipped with circuit breakers type IO-10, 
О kV.single or double phase potential transformers in cast 
















kV up to 1000 kVA POLE MOUNTED TRANSFORMER 
OSTS AND TRANSFORMER POSTS KIOSK type, for 10 and 










Distribution and power transformers 
ror 28 КУА up to 400000 kVA and 1kV up to 400 kV 
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Foreign Trade Company 

Bucharest-Romania, 133, Calea Victoriei 

Telephone: 50 28 70 Telex: 11388 







but with wild fluctuations along the way 






The New Zealand stockmarket rises в sharply 


























By Colin James 

Wellington: Riding the New Zealand Stock Exchange in the 
past couple of weeks has been only for the strong-hearted. Con- 
flicting news from oil explorers, plus а sudden government 
clampdown on mortgage lending rates, have sent stocks bounc- 
ing — mainly up, though there have been alarming dips. An an- 


ouncement on November 4, by Tricentrol, operator of the 


Moki One oil well off the coast of Taranaki, that їс Ваа found 
“some indications" of hydrocarbons at 1,800 ms; sent investors 
оп a mad scramble for oil-exploration shares as soon as the 
sharemarkets opened on November 7. The NZUC (New Zea- 
land United Corp.) Mining Index jumped 14.37% —-its biggest 
ever one-day rise — to 137.13. i 

Moki is directly to the south of the huge Maui gasfield so in- 
vestors were only too willing to assume the best. Prime Minister 
Robert Muldoon felt moved to try to cool their enthusiasm late 
on November 7 by reminding them that the Maui well had also 
shown traces of hydrocarbons, but in the end had beenonly gas- 
producing. Good reason for taking him seriously emerged the 
following day when Placid Oil announced that its Rakiura well 
was dry. The well is in the Great South Basin to the southwest of 
the South Island — an area thought by geologists highly likely to 
yield oil. The NZUC Mining Index retreated to 123.01: 

The fall was roughest for holders of shares in Southern Petro- 
leum, a participant in the Rakiura venture. The bad news was in 
part an accident of timing. Placid had already finished drilling by 
November 5, but needed to inform its American principals be- 
fore making the findings public. In the meantime, rumours flew 
that it was a positive find, General stocks were also caught up in 
the frenzy to buy. The NZUC Industrial Index climbed 20 points 
to 1,082.35 on November 7, before plummeting to 1,066.53 the 
next day, 

Relief was at hand when Muldoon on November 9 announced 
regulations on property lending, limiting first-mortgage interest 
rates to 11% and rates on all subsequent mortgages to 14% 
Muldoon's move followed a survey by the New Zealand Law So- 
ciety of its members — whose trust funds are the vehicle for 
much housing-loan finance — which showed rates of 14% and 
higher even for first mortgages. 

In the wake of prevailing high interest rates between March 
and May, mainly as a result of the government's initial Kiwi Sav- 
ings Stock, or Kiss, issue which was withdrawn in June, Mul- 
doon had been jawboning interest rates down, raising the threat 
of controls if financial institutions;along with lawyers, did not 
comply. While banks and other commercial lending institutions 
had been lowering rates — in response to easing liquidity as 
much as to Muldoon's bullying — lawyers had protested that 
they acted only on the instructions of their clients and had little 
or no influence-over rates charged. 

The result oh November 10 was confusion. Muldoon himself 
said in announcing the regulations that he expected "chaos" for 
a while. But the confusion was particularly marked when it was 
discovered that the regulations were loosely worded and am- 
biguous. The government had to redefine the word preperty to 
confine it to real property — houses, land and commercial build- , 
ings. 

The effect of the new regulations was uneven. Associate Fi- 
nance Minister John Falloon pointed out that limits on rates of 
interest paid by financial institutions other than trading banks 
had been revoked when the new regulations were applied. He 
insisted that the new move would help push money into product- 
ive, job-creating investment. So far, there has not been much 
evidence of that, though the September three-monthly survey of 
business opinion by the New Zealand Institute of Economie Re- 
search, released.on November 8, showed a record 51% of manu- 
facturers expecting better times over the next six 
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Index, which only a year ago was below 
600, climbed through the 1,100 mark on 
November 10, reaching 1,109.7. Only five 
weeks earlier it had broken through 1.000. 
Turnover likewise was high, exceeding 40 
million shares in the five trading days to 
November 11, 12 million above the pre- 
vious all-time weekly high. 


» A Correspondent writes: Changes in- 
troduced in the government's June 1983 
budget to institutional investors' tax envi- 
ronment have discouraged selling. Institu- 
tions now pay tax at 31% on all realised re- 
turns from equity investments. In this en- 
vironment, institutions have to be con- 
vinced that any sound stock will fall in 
value more than 30% and can then be re- 
purchased, before they will sell. 

In a thin market such as New Zealand's, 
liquidity cannot be assured and the con- 
sequent lack of sellers is a significant con- 
tributing factor to the underlying strength 
of the market. Private investors bid prices 
up in an effort to acquire stock, which in 
turn is persuading institutions not to sell. 

Income tax is payable on realised pro- 
fits on the sale of investment property, 
such as flats, syndicated farming ventures 
and development projects. The net effect 
of these measures has been to direct 
investors to the stockmarket where capital 
gains and some dividends are still tax free. 

Economic fundamentals are helping 
underpin the stockmarket, too. New Zea- 
land meat and wool are now selling freely 
in overseas markets, though not at en- 
tirely satisfactory prices. Some modest 
firming in prices has also emerged in fores- 
try-based products, assisted by the United 
States’ economic recovery and by the 
March devaluation of the New Zealand 
dollar. The country's balance of trade has 
improved dramatically since January with 
the trade surplus rising to NZ$1.37 billion 
on September 30. 

A major factor in this improvement is 
the reduced demand for imports, as de- 
stocking continues. The improving trade 
balance, along with no increase in the bal- 
ance of invisible transactions, has resulted 
in the current-account deficit being re- 
duced from NZ$1.84 billion:at the end of 
1982 to NZ$778 million on September 30. 

The highlight of the year has been a 
sharp drop in the domestic inflation rate. 
It is now widely predicted that inflation 
will be approximately 4.6% for this calen- 
dar year. Some expect the stockmarket to 
reach 1.300 ол the NZUC Industrial Index 
on the back of such fundamentals. ш 


ТНЕ ТОР ТЕМ 
(% change, December 1, 1982, to 
mid-November) 


Robert Jones 
Progressive Enterprises 


210.87 
204.00 
203.42 
178.85 
158.33 
157.14 
154.24 
145.45 
140,00 
135.29 


Brierley 

Bendon 

Allflex 

Winstone 

ANZ Banking Group 
Huttons NZ 

Farmers Trading 
Alliance Textiles 
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China Light linesman: higher spendi 


. . 
China Light's glow 
Hongkong utility China Light and Power 
reported net earnings for the year ended 


Sept. 30 up 19% at HK$799.3 million | 


(US$102.5 million). Electricity sales in- 
creased 13.2% by volume against the 
company’s original forecast of 7%. re- 
flecting Hongkong’s economic recovery. 
Capital outlay, at HK$3.41 billion, was 
up 15% on the previous year and was ex- 
pected to continue growing — the com- 
pany forecasts average annual capital 
spending of HK$3.57 billion for the next 
seven years. China Light's permitted re- 
turn under the Hongkong Government's 
scheme of control is directly linked to the 
size of its fixed assets. 

Shareholders were encouraged by the 
absence of a rights issue, which some 
thought might have been forthcoming 
following the Hongkong Government's 
approval of China Light's involvement 
in China's nuclear power-plant develop- 
ment at Daya Bay, and by the announce- 
ment of a one-for-four bonus issue. The 
total dividend for the year, at 68 HK 
cents a share, was up 15% on the previ- 
ous year. The company forecast a 12% 
increase in the dividend on the enlarged 
share capital in the current vear. 

— CHRISTOPHER WOOD 


National turnaround 


A recovery of trading margins in the sec- 
ond half enabled the National Commer- 
cial Banking Corp. of Australia to lift net 
profit 7.6% to A$160.9 million (US$149 
million) in the year ended Sept. 30. At 
the half-way mark, the bank's net profit 


was down 6.8%, but with interest rates | 


falling in the latter part of the year, the 
bank was able to restore operating mar- 
gins. The stronger second-half profit 


performance is likely to be mirrored in | 


the profits of other Australian private 
banks. 

Earnings of the savings-bank opera- 
tion rose 5.8% to A$22.6 million, while 
the trading-bank operations boosted 
earnings 10.2% to А$94.3 million. 


| 31. Nevertheless, the half-time results. i 











Firmer earnings by the banking opera- 
tions were partly offset by lower carn- 
ings from National Commercial’s fi- | 
nance-company subsidiary. Interest re- | 
ceived rose 16% to A$2.37 billion, while 
interest. charges increased 17.6% tO 
A$1.69 billion. A final dividend of 12 А | 
cents а share took the annual payout to 
an unchanged 23 cents. — BRIAN ROBINS - 
. + 9.9 . = 
Dispiriting Chemical 
Singapore's Chemical Industries (Far 
East) recorded a disappointing 2% ris 
in pre-tax profits tò S$2.02 mill 
(US$948,400) during the six. month 
ended Sept. 30. Turnover stayed aro 
the S$9 million mark, as in the pre 
period. The results were considere 
especially disappointing in light of the | - 


| 32% jump in pre-tax profits recorded 


during the financial year ended March 

were respectable enough in the context | 

of the hard-pressed chemical industry. 
Contributions from the group's prop: 

erty and trading arms — not disclosed in 

the interim statement — were said to be | _ 

improving. Directors said they hoped re- | — 

cent investments in plant expansion | 

would soon pay off. | — LINCOLN KAYE 


Bayer better 


PT Bayer Indonesia — 60% owned by 
Bayer AG of West Germany, 10% by 
local entities and the rest by the Indone- 

sian public — posted a 2% growth in net 
earnings to Rps 1.9 billion (US$2.8 mil- | 
lion) in 1982. Sales growth, however, | .— 
was higher at 18%. reaching Rps 48 bil- | — 
lion. The disparity was caused by strong. 
pressures limiting price increases despite 
rising costs, the company said. The first 
local company to come out with non- 
cumulative participating preferred 
shares with voting rights, Bayer paid ош 
dividends amounting to Rps 110 a share | ___ 
from 1982 earnings per share of Rps 251.. 

— MANGGI HABIR | - 


Malayan Credit ahead 


Singapore property developer Malayan 
Credit reported a 46% increase in pre- | 
tax profits. to S$5.65 million (US$2.7 | 
million) on turnover that rose 11% to 
$$14.9 million, in the six months ended 
Sept. 30. The group's strong perfor- 
mance in the face of a slumping local 
property market was helped by the high 
occupancy rates in its two prime-site Sin- 
gapore flagship properties, an office 
block and a condominium. 

But at the company level. Malayan 
Credit showed only S$294.000 in pre-tax 
profits (versus S$43.15 million in the 
previous corresponding period) on а 
turnover down to S$1.61 million from 
$$3.88 million. One drag on company 
earnings is its hard-to-fill office complex 
going up on the fringe of Singapore’s fi- 
nancial district (Shroff, page 85). 

— LINCOLN KAYE 
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H A statement from Peking recon- 
term ber 1984 marks the deadline for 
British talks — after which China 
lic its own solution — sent the market 
| “Index closed the period at 
§2 poinis. Average daily turnover 
ksi million (US$18.2 million). Selling was 
investors taking profits prior to the 
rou lks (Nov. 14-15) in Peking. The 
g pattern reflected the continued dominance of 
factors, though the fact. that the latest 
statement did not lead to heavier selling 
that the idea of a deadline has been in part dis- 
d. 


0: тһе market drifted down more than 50 
“in thin trading during the first half of the 
iod before picking up steam and closing on a firm 
husiasm was lacking initially as investors 
to the lacklustre performance on Wall Street 

idications of à rise in US interest rates. The 
ability of a parliamentary election in December 
the cloud hanging over the ruling Liberal 
ratic Par ‚ following former prime minister 
(a's conviction in the Lockheed bribery 
—— added to.the uncertainty. But a moderate 
arked by afeeling that a correction was due, 
up. shares..Gainers included Komatsu and 
The Nikkei-Dow Jones Average closed at 
up about 30 points on the period. 


r RE: Lacklustre trading left Fraser's In- 
Index hovering around the 5,500 mark to 
period 7.59 points lower at 5,512.56. Turn- 
though still sluggish, picked up marginally for a 
average of 5522.2 million (US$10.4 million) 
ed with 5921.1 million in the previous period. 
d upturn was caused by a flurry of takeover 
its involving local counters such as SPP, Tuan 
Interwood and Malaysian Feedmills. Overall, 
tors remained wary of Malaysian developments 
d lacked any clear-cut signals from trading on Wall 


‘LUMPUR: The general absence of posi- 
leads resulted in a dormant market. Daily turn- 
er fell to only 3.5 million units, valued at M$11.5 


y; Fraser's In astral Index саве up 0. 54 
of a point to close the period at 3,457.18. 


BANGKOK: The stockmarket drifted in the ab- 
ence of any new developments, though the recent fi- 
nancial crisis continues to loom menacingly above a 
number. of financially, weak institutions. The an- 
nouncement that the Bank of Thailand, the central 
bank, is amending the Commercial Banking Act and 
that plans are being discussed to allow more foreign 
banks to open branches failed to inject any interest. 
Prices moved narrowly with the Book Club Index 
closing at 123.11, down 0.52 of a point. Average daily 
turnover was Baht 18.1 million (US$786,957). 














i period of dull trading, most Asian markets closed little changed. Exceptions were New 
land, which continued to climb, and Hongkong, where the latest statement from Peking 
enewed bout of political jitters. Otherwise, markets drifted in the absence of a lead 
Wall Street. In Kuala Lumpur and Singapore, investors also held back in the expecta- 
fallout from the Bank Bumiputra affair. 








or most 


TAIPEI: Trading volume was at first heavy but 
stumped at the end of the period, despite a slight 
burst of activity with the Nov. 14 announcement of a 
defector arriving in Taiwan from China in a MiG17. 
The weighted index closed the period at 724.16, off 
2.41 points. The exchange was closed for a public 
holiday on Nov. 12. Average daily turnover was 
NT$1. 14 billion (US$28.6 million). 


SEOUL: A bearish mood prevailed, with daily vol- 
ume dropping to 7 million shares compared to 12 mil- 
lion in the previous period. The composite index fell 
1.06 points to 120.17. The biggest losers were electri- 
cal-appliance makers, while cement producers en- 
joyed the largest gains, their sectoral index rising 
0.38 of a point. Textiles and garment makers also 
made steady gains, thanks to seasonal sales in- 
creases. The visit of United States President Ronald 
Reagan to South Korea did little to lift the market as 
there were no announcements with positive commer- 
cial implications. 


NEW ZEALAND: industrials continued their 


strong advance, sustained by a flow of good results 
from a group of leading companies and the latest 
move in Prime Minister Robert Muldoon's drive to 
push interest rates down. This time he imposed phy- 
sical limits on housing-loan rates — some 3-4% below 
prevailing levels — a move which was generally per- 
ceived as likely to divert funds into the stockmarket. 
The announcement of a NZ$400 million (US$264.9 
million) government stock tender caused some ner- 
vousness on fixed-interest markets, but was ignored 
by equity investors. Oils received a sharp knock 
when Rakiura-1 in the Deep South Basin proved dry. 
No help was forthcoming from Tricentrol's very low- 
key Nov. 11 announcement on drilling progress on 
Moki-1 in the Taranaki Basin. 


AUSTRALIA: Shortage of stock was the main 


reason for the 10.5-point rise in the Australian AH- 
Ordinaries Index, which closed the period at 710.8. 
Most sectors held their ground. The industrial and oil 
and gas sectors were well supported, with some over- 
seas interest in selected issues. BHP led the market 
up, with strong overseas interest on the back of ex- 
ploration drilling under way ín the South China Sea. 
Elsewhere, volumes remained light. Continuing 
pressure on metal prices has kept most base-metal 
miners under pressure as analysts have adjusted their 
earnings projections downwards. 


MANILA: Oils generally were sluggish though oné 
exception was Oriental Petroleum, which has the 
biggest stake in the Galoc-Three drilling. Oriental 


moved about 25% of the 265.8 million shares traded,” 


though its closing price was off only fractions of a cen- 
tàvo for the period. Bíg mines rallied in a correction 
following past over-selling, but only Benguet man- 
aged to hold its peak. Analysts regarded as signifi- 
cant the relatively better performance of B shares 
(open to foreign ownership) than A shares in this sec- 
tor. The Mining Index was unchanged, but the Com- 


mercial-Industrial Index yielded 1.44 points. Value. 


turnover was P24.2 million (US$1.7 million). 
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Aust. All-Ordinaries Index 
Nov. 8 70 
Nov. 9 .. 70! 
Nov. 10 70 
Nov. 11 71: 
Nov. 14 7M 
Change on week *2.56 

Nov.14 — "5 change 
AS onvemk | 
Атай 320 +123 
Ampoi Exploration 3.65 +717? 
Ampot Petroleum 1.98 +5.3 
ANZ Bank ^30 


Australian Cons, Ind. 
Australian Guarantee 
APM 

Bora} 

Bougainville 
Brambles tnd, 


Herald & Weekly Times 
ICI Australia. 

Lend Lease Corp. 

MIM Holdings 

siyar Emporium. 

North Broken Hill 

Peko Wallsend 

Pioneer Concrete. 
Santos 

Smith Hi. 

Thomas Nationwide Trans 
Western Mining 
Westpac 

Woodside 

Woolworths 


3.51 
1.36 
2.53 


+54 
+22 
^90 


“28 
+0.6 
+0.6 
+37 
+45 
+3.5 
+79 
+20 


HONGKONG 

















Hang Seng index 
Nov. 8 8734 
Nov. 9 866. 
Nov. 10 837. 
Nov. 11 844. 
Nov. 14 856. 
Change on week -4.52 
Nov.14 (Se change 
HK$ onweek уі 
Associated Hoteis 1.00 “Ot . 
Atlas ind 5.65 +09 1 
Bank of E.A 20.30 “10 3 
Carman Suspended ha $ 
Cheung Kong 700 -73 9 
China Light 14.30 +0.7 4 
Conic 1 +86 7 
E. Ei Consortium 0. edi 4 
ЕЕ. Hotels 0.75 ERA 4 
First Pac, Holds. 7 430 -E 
Grand Manne ‘Suspended = E 
Great Eagle 0.47 95 3 































G. Island Cement 


Hang Lung Development... 


Hang Seng Bark 
HAECO. 
‘Henderson 
Н.К. Electnc 
HX ACh. Gas 
НКК Whar 
HK Land 

HK 8S Bank 
HK A S. Hotels 
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Tai Cheung 
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Citizen Watch 

Dai Nippon Painting 
Daiwa House 
Ebara Mfg 

Fuji Photo Film 
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Heiwa Real Estate 
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Honda Motor 
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Nippon On 
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"change = % 
уе 
-64 83 
+11 27 
+0.4 23 
- at 
“tt 18 
+05 32 
^56 76 
+17 31 
13 38 
205 50 
409 47 
+09 39 
~ 14 
^35 65 
-09 33 
+28 43 
i ?7 
905 38 
“16 24 
-— 39 
== 80 
-09 54 
-0.7 23 
+18 65 
ott ~ 
16 27 
-2.9 25 
-09 14 
-3S 04 
736 13 
-47 35 
204 4.6 
+08 18 
S 23 
+45 15 
^09 3.0 
224 80 
+28 - 
-0.9 34 
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Sanwa Bank 500 
SekisuiPretab Homes 599 “18 
Sharp 1320 -— 
Shiseido 1110 *«37 211 
Sony 3480 -08 193i 
“Sumitomo Barik 500 = 186 
Таа Const -E ep -22 125 
Takeda Chem 754 -0.4 293 | 
Tokio Marine and Fire 501 -04 307 
Tokyo Elec. Power 1050 +29 128 
Yamaha Motor 478 -10 - 
NZUC Index 
Nov. 8 1,066.53 
Nov. 9 1,091.00 
Nov. 10 1,109.70 
Nov. 11 1,106.29 
Nov. 14 122.24 | emm 
Change on week +3.69% | Cota storage 
Cac 
Nov. 14  "ehange 5% Dev. Bank ot Si 
NIS onweek yield | с Estates 
Alex Harvey 540 en, 0990 41 3 4 
Bnerey 353 ^19 28 Fraser and ^ 
Carter Holt 3.50 س‎ 33 6 
Dominion Breweries 182 LEA] 56 6 
Fotex 230 470 50 iw 
Fletcher Challenge 2.76 +38 62 Haw Par hi 
Lion Brewenes 223 ست‎ 57 H Leong Fin 
NZ Forest Products 540 +59 44 1 
NZ ON ard Gas 075 “9.6 ~ Р 
NZ South British 1.52 +48 49 жаш 
NZ Steet 310 “34 58 KLK 
UEB Industries. 1.70 +3.0 74 Keppel Ship 
Waitaki NZR 370 +14 57 Magnum 
Wathe 272 +46 44 Malayan Banking 
Malayan Brewenes 
Malayan Tobacco 
MMC 
Mut 
Meta! Box Singapore 
MPH 
Nationaliran 
N Borneo Timbers 
ocac 
Pan Electio 
Peg Malaysia 
Shell 
Sime Darby 
Singapore Land. 
Straits Steamship 
Strats Times 
Straits Trading 
Tractors. 
United Engineers 
PHILIPPINE vos 
United Overseas Land 
Weare Bros. 
Manila Mining Index 
Nov. 8 1,229.97 
Nov. 9 1,213.94 
Nov. 10 1,217.94 
Nov. 11 1,242.00 
‘Nov. 14 1,237.99 
{ gnange on week —% 
Nov. 14 change *% 
9 Рево onwerk — yleid 
Асое Mog = = = 
Atias-B 43.50 ^18 = 
Baguio бок-В == — — 
Fi-Am. 0001 — -— 
First Holdings 385 ^44 266 
Lepanto-B 0.0975 25 ~ 
Marcopper 1.36 - — 
Marindugque-8. d aame ~ 
Philex-B 018 -83 26 
PLOT 48.00 210 93 
Phi Overseas 0.015 =- ~ 
Pioneer 8 CL = = 
Poxdtco-8 0.0013 — ~ 
San Miguei-B. 2275 52 60 
W Minoico-B. 000+ — — 
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Fraser's industrial Index 
Nov. 8 5,441.29 
Nov. 9 
Nov. 10 Кова 
Nov. 11 
Nov. 14 










































































Japan Nomura Internatiüngl (HK) Mangkagg. Hongkong Stack: 
Exchange Hang Seng Bank Australia and Singapore: Reuters. 
Philippines Anselmo Trinidad & Co: THEE Book Clüb 
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; S er Kalf of mankind. Everyday events are 
en g here that not only shape Asia's future but af- 
ne ntire Y ү, Asia 1984 Yearbook covers these 


or scholar or anyone who has dealings with 
Decide for yourself. whether any other single 

puts the economic, social and political realities 
\ fi 


the rapid pace of Asian development, we 
greater detail, with deeper insight, to pro- 


have on the bookshelf. 


Asia 1984. Yearbook includes two new chapters in 
ial Section, namely Commodity Futures and 
ctivities at the United Nations. You will find fami- 
rs and features as well: a Regional Round-up, 
Power Game, Population & Food, Development 
s, Asian Finance, Asian Investment, Energy, Com- 
ities, Aviation, Shipping, Trade & Aid, West Asia, 
| Pacific and Asian Organisations. 


ries. Each is divided into 3 sections — Political/ 
cial Affairs, Foreign Relations, Economy/Infrastruc- 
re — ranging from Afghanistan. through. China, to 


alia and New Zealand, and then back to Pakistan via 
a, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 

charts, tables and graphics to illustrate the material, in- 

маш a full mili y profile of every country. 


0 itics and Social Affairs “за Relations, Chany 
and Infrastructure. The Yearbook gives you localised, 
-first-hand information on everything from market poten- 
- tial and population trends to foreign aid involvements 


minus the mystery, 
` minus the myth: 
Asia 1984 Yearbook 


n body of the book contains chapters on 31. 


orea and Japan, down through the Philippines to Aus- 






and social and cultural animae. Each section has. 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to,Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HKS45/US$6/£4/M/S$13.50 


icc eg 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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| Asia 1984 Yearbook (Soft Cover) 
і Price: HK$150/US$19. 95/£13. Q0/M/S$42.50 each 
No. of copies C by surface CI by айтай" 
| Asia 1984 Yearbook (Hard Cover) 
| Price: HK$180/US$23.95/£ 15.90/M/8$50.00 each 
| No. of copies C3 by surface [3 by айтпай” 
і “For airmail delivery, please add: HK$45/AJS$6/£4/M/S$13.50 per 
copy 
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de H* up in the misty central highlands 
| WWNof Fiji's main island, Viti Levu. 
. workers recently put the finishing 
touches on the biggest single develop- 
ment project ever undertaken in the 
. By international standards, the 
Monasavu Hydroelectric Scheme is not 
enormous. With à capacity of 80 mws, it 
ranks as a modest-sized project, and 
would pele by the side of Australia’s 
Snowy Mountains scheme, for example. 
But for a country of Fiji's popula- 
tion — approximately 670,000 — Mona- 
savu takes on the same scale of sig- 
— | nificance as the Snowy did for Australia 
— | or the Tennessee Valley Authority did 
- | for the United States. The current total 
— | estimated cost of F$220 million (about 
| | USS227 million) is, as one government 
* | Official put it, “a fifth of the economy" as 
| a proportion of Fiji's annual gross 
| domestic product. 
| | The rewards of completion are equally 


large: all of Viti Levu's electricity needs 
1 sumption — would be met virtually by 





. — comprising 95% of Fiji's total con- 
— | throwing a switch, using only half 
_ |  Monasavu's generating capacity. The re- 
_ mewable energy will eliminate the 
need to import, annually, F$18 million 
_ worth of fuel to fire the island's diesel 
. generators, going а good way towards 
- | reducing.the country's massive depen- 
_ |. dence on petroleum imports. In 1982, re- 
| tained imports of petroleum products 
| totalled F$77 million, equivalent to 
| nearly half Fiji's earnings from exports 
| of local products that year. 
= | The construction site perches on the 
-— | 1,000-m.-high Nadrau Plateau in the 
—] most rugged and remote area of Viti 
p Levu. Roads, power lines and the main 
| construction camp, Koro-ni-o (Village 
| inthe Clouds), all had to be carved out of 
— ] the steep jungle-covered mountains 
| | where an average 360 cms of rain falls 
ia - annually. Initially, ithe only access was 
- | byhelicopter or on horseback, and of the 
_ | 367 steel towers on the overhead trans- 
4 mission line, nearly half were strung 
_ | from the air. 












H Material for the !32-т.-һірһ dam was | 


— | literally gouged out of the site: rain-satu- 
g rated clay beside: the spillway was 
_ | scooped out for ап unusual wet-core 
_ | placement — rather than the preferred 
_ | dry-core method using more easily 
moved and compacted water-free mate- 
| rial. Behind the retaining wall, a spec- 

| tacular narrow lake loops its way for 17 
_ | kms around the remaining tops of the 
1 | precipitous gorge, formerly the home of 
3 the Nanuku Creek. 

Another part of the scheme, “Power 
Project IL," will channel water from 
nearby creeks to supplement the reser- 
voir through a 3.9-km. diversion tunnel, 
and engineers are even running a pipe to 
a trickle of a creek near the dam for a few 
more kilowatts of power. But it was the 
power tunnel —- burrowing through a 
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complicated collection of volcanic mate- 
rials, right through the mountains and at 
one stage dipping down at a 45-degree in- 
cline — which was subjected to the most 
difficulties, not least of which was the 
unusually wet period during construc- 
поп. 

“We had just about every problem 
you could have in building a tunnel,” 
said Eric Small, the chief resident en- 
gineer of the project consultants, Sir 
Alexander Gibb & Partners, Australia. 
“We also faced labour and management 
difficulties.” 

Monasavu has the feel of a gold-rush 
town: the entire project-construction 
staff of Australians, Swiss, Britons, New 
Zealanders and other expatriates, plus 
Fijians of native, Chinese and Indian 
ethnicity — some 1,500 at the project's 
height — lived with a similar number of 
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Lineman in Fiji: building in the clouds. 


family members and support staff in a 
collection of stilt-supported bungalows 
and curious miniature A-frames in 
Koro-ni-o. 


mployees worked 12 days on, two 

days off, and some construction con- 
tinued right round the clock (“if you're 
in a tunnel, it doesn't make much differ- 
ence," noted Small), mainly to acceler- 
ate construction but also because there is 
little else to do. Koro-ni-o inhabitants 
organised periodic dances. The camp ac- 
commodates a small supermarket, a 
school, a small medical facility, a tiny 
Westpac bank agency, a staff canteen 
called Fong Hing's, and little else. 

Koro-ni-o is about as close as one can 
get to being midway between the capital, 
Suva, and the island's second city, 
Lautoka. Between the cities, population 
is sparse. At the end of an interview, 


























Small said: "I'm afraid we don't have 
business cards. We get so few visitors." 
The three-hour drive to Suva is pictures- 
que with stands of bamboo on the hills 
and  flame-trees іп the valleys, 
punctuated by neat Fijian villages beside 
clear fast-flowing mountain streams. 
The gravel road is arduous and dusty, 
but it has not deterred the camp's night- 
lifers from tearing into Suva on a Satur- 
day night, visiting the discotheques and 
dancing to the small hours, before re- 
turning to the village. 

With the completion of the main pro- 
ject, the majority of expatriate staff were 
expected to gradually return home and 
employee numbers will dwindle. How- 
ever, a British-New Zealand partner- 
ship. Kier Downer, will spend a further 
year or so building Power Project III in 
which another network of small streams 
will be tapped and fed into the main re- 
servoir. It is possible that a micro- 
generator will be installed along the way. 

There has been some talk of tourism 
and fishery developments at Monasavu, 
though Fiji Electricity Authority (FEA) 
officials were not overly optimistic about 
either, given the site's isolation, the fact 
that it is often impossible to do anything 
because of the rain, and because the 
lake's water level will be reduced 
dramatically once generating starts. The 
FEA, which owns Koro-ni-o, hopes to 
sell the village off, though it was not 
clear who the prospective buyers would 
be. 

Completion of the project also raises 
some difficult questions for the econ- 
omy. Тһе hydroelectricity project, 
which has been built to be as automated 
as possible, will involve little direct em- 
ployment after construction; and the 
7,000-plus workers who will be out of a 
job is a substantial number to absorb 
back into such a small country's work- 
force. “Monasavu also makes us very de- 
pendent on a single source of electric- 
ity," onesenior government official said. 

"If something goes bust on such a big 
scheme we'll be paralysed if we don't 
have a fall-back position," he explained. 
But, he added, the project had the spin- 
off benefit of developing a cadre of@ffi- 
cials and workers trained in dam con- 
struction and operation, which will start 
to reduce dependence on expatriate 
technical services essential for develop- 
ment. 

"Power is vital to any development ef- 
fort; without it, you can't get the engine 
going," he said. "You know what you're 
getting into before you go into this sort 
of project, and you just have to plan your 
way out of it." — EAN HIGGINS 
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Тһе Oberoi Imperial 
Singapore Special 


Enjoy more for 407 less. 


Now, you can enjoy more for less at the Oberoi Imperial Hotel 
in Singapore. We're offering a 40% discount on our room rates.* 
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CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
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' Your Royal Banker can quickly 
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thought from imaginative and pro- 
ductive thinkers who respond with 
creative solutions that can only come 
from professional minds working 
together. 


INTERNATIONAL 
MONEY MARKETS 


Our specialists are located in 
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They're competitive and responsive 
in almost any combination of scale, 
term and currency. 


WORLD TRADE 


We can give you access to trade 
findnce specialists located in strategic 
trading centres around the world. 
They can provide you with trade 


Seams, арт 











Youre 
the thinking time you really need. 


We can help. 


contacts and market intelligence as well 
as state-of-the-art financial services, 
to help make both ends of your 

import and export deals go smoothly. 


ENERGY FINANCING 


We offer industry expertise 
second to none, provided by one of 
the largest and most sophisticated 
technical groups anywhere in inter- 
national banking. 


MERCHANT BANKING 


As one of the world’s leading 
merchant banks, Orion Royal can 
offer you proveninnovative thinking 
in corporate finance and substan- 
tial placing power in international 
capital markets. 

Give us the chal- 
lenge. We'll use our 
minds imaginatively; 
our global network 
effectively; and your 
time productively, 








THE ROYAL BANK OF CANADA 


ets: US, $72.0 billion, Network: more than 1500 branches worldwide; 210 operating units in 46 countries: 44 subsidiaries and affiliates; over 3000 correspondent relationships. 


In Asia/Pacific: Hong Kong, Singapore, Beijing, Bangkok, Seoul, Tokyo, Melbourne, Sydney. 






Come to where the flavor is. 


Marlboro Country 


i 

"| 

| 

> 

кс, es — The Number One Selling Cigarette m 
` z in the U.S.A.and the World. . 


Philip Morris Inc, 1983 


